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ENERGY SUPPLY ACT OF 1974

SEPTEMBER 9, 1974.—Ordered to be printed

Mr. Jacksow, from the Committee on I_nt,éridf and Insular Affairs,
submitted the following

REPORT
together with
MINORITY VIEWS

[{To accompdhy 8. 3221]

The Committee on Interior and Insular Affairs, to which was re-
ferred the bill (S. 3221) to increase the supply of energy in the United
States from the Outer Continental Shelf; to amend the Quter Con-
tinental Shelf Lands Act; and for other purposes, having considered
the same, reports favorably thereon with an.amendment and recom-
mends that the bill, as amended, do pass. ' ' ’ ‘

The amendment is as follows: :

The amendment to the text strikes all after the enacting clause and
inserts a complete new text which is printed in italic type in the re-
ported bill. .

I. PurposE

During the next decade, development of conventional oil and gas:
from the United States Quter Continental Shelf can be expected %:)
to provide the largest single source of increased domestic energy, (b)..
to supply this energy at a lower average cost to the U.S. economy than. -
any alternative and (c) to supply it with substantially less harm to
the environment than almost any other source. Lo e

OCS oil and gas and the policy issues associated with them have
been relatively neglected during the recent crisis in favor of much less
promising concerns such.as price incentives for stripper wells and
other marginal onshore production (whose aggregate potential con-
tribution to increased output is quite small) or research and develop-
ment for coal and oil shale conversion (which are high cost sources,
have long payout -times, and pose very serious environmental -prob-
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. Our effort to improve the short- and medium-term supply of
}f(;lrlrfgstic primary fuels I;hould be directed first of all toward increas-
ing the rate of exploration and development on the OCS. .

The major policy issues concerning the OCS are the rate and loca-
tion of leasing, environmental safeguards, impacts on coastal states,
the lease allocation system and the extent to which industry informa-
tion about the nature and extent of the resources should be divulged
to the government and to the public. . )

Because the OCS represents such a large and promising area for oil
and gas exploration, the Committee believes that the Congress must
update the Outer Continental Shelf Lands Act of 1953 (67 Stat. 462,
43 U.S.C. §§1331-1343) which has never been amended to provide
adequate authority and guidelines for the kind of development activity

that probably will take place in the next few years.

" Despite the intense and justified concern of many people over the
potential damage to the environment from o1l and gas development on
the OCS, there is an increasing feeling that OCS development may
well be more acceptable environmentally than other potential domes-
tic energy resources such as massive strip mining for coal and oil
shale.

There are a variety of obstacles to OCS oil and gas development
today. These include technological, economic, environmental, legal
and administrative problems. ) .

S. 8221 is designed to remove these obstacles in order to facilitate
rapid and responsible—as opposed to quick and dirty—development

of the oil and gas resources of the Outer Continental Shelf.

"~ There are two basic thrusts to the bill. First, it reasserts Congress’
special Constitutional responsibility to “make all needful rules and
regulations respecting the territory or other property belonging to
the United States”. (U.S. Const. Art. IV Sec. 3 Cl. 2) The 1953 Outer
Continental Shelf Lands Act is essentially a carte blanche delegation
of authority to the Secretary of the Interior. The increased importance
of OCS resources, the increased consideration of environmental im-
pacts and emphasis on comprehensive planning, require Congress to
put some “flesh on the bones” in the form of standards and criteria for
the Secretary to follow in the exercise of his authority.

Second, the bill gives the Secretary new authority needed to man-
age the programs anticipated in the last third of the twentieth century.

I1. BACKGROUND AND NEED
HISTORY OF OCS ACT

In 1953, Congress enacted the Outer Continental Shelf Lands Act.
This Act authorizes the Secretary of the Interior to grant mineral
leases on the Outer Continental Shelf and to prescribe regulations for
their administration. ) .

Presently, the Outer Continental Shelf program is handled jointly
by the Geological Survey and the Bureau of Land Management under
a joint arrangement which divides responsibility by allocating to the
BLM the leasing function and to the Survey the prelease resource
evaluation and the post-lease administration function.

The OCS Act of 1953 stemmed from the proclamation on the Con-
tinental Shelf issued by President Truman in 1945. It declared the
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natural resources of the “subsoil and seabed of the Continental Shelf
beneath the high seas but contiguous to the coasts of the United
States” to be subject to the control and jurisdiction of the U.S. The

roclamation did not define the seaward limits of the Continental
IS)helf but the accompanying press release (September 28, 1945) from
the White House indicated that the submerged land which is covered
by no more than 100 fathoms (600 feet) of water was considered as
the Continental Shelf.

The 1958 Geneva Convention on the Continental Shelf ratified by
the U.S. in 1960 includes an open-ended definition of the Shelf as
extending to a depth of 200 meters “or beyond that limit to where
the depth of the superjacent waters admits of the exploitation of the
natural resources.”

In 1947 and 1950, the Supreme Court ruled on the controversy be-
tween the United States and various coastal states over ownership and
control of the Shelf. The Supreme Court decided that the entire Shelf
was under Federal control. United States v. California, 332 U.S. 19
(1947) ; United States v. Lowisiana, 339 U.S. 699 (1950); United
Statesv. Texas, 339 U.S. 707 (1950). However, in 1953 Congress passed
the Submerged Lands Act which “released and relinquished” to the
coastal states that portion of the Shelf extending out from the mean
high tide line for 3 miles or to their historic boundaries. Congress fol-
lowed this with the OCS Lands Act which was primarily designed to
be an affirmation of the 1945 assertion of jurisdiction by President
Truman. , :

The 1953 Act reflects this emphasis on jurisdictional questions. Its
“bare bones” leasing authority with essentially no statutory standards
or guidelines also reflects the relative lack of basic knowledge concern-
ing, and interest in, development of the resources of the Shelf at that
time. '

CURRENT EMPHASIS ON DOMESTIC SOURCES OF ENERGY

Since the imf)osition of the Arab oil embargo the United States has
become intensgly concerned about its dependence on foreign sources of
energy. Congress and the nation have focused on the means of reducing
U.S. reliance on foreign energy supplies and prudently exploiting a
substantial domestic resource base. One of the major results of this
effort is the National Energy Research and Development Policy Act
passed by the Senate last December. That Act establishes as a national
objective “development within 10 years of the option and the capa-
bility for the United States to become energy self-sufficient through
the use of domestic energy resources by socially and environmentally

acceptable means.”

The research and development program authorized by that act is
designed to help meet that goal over the next 10 years. However, in
the shorter term, available domestic energy resources, particularly
fossil fuels, must be developed more rapidly.

During the next decade, development of conventional oil and gas
from the United States Outer Continental Shelf can be expected (a)
to provide the largest single source of increased domestic energy, (b)
to supply this energy at a lower average cost to the U.S. economy than
any alternative and (c) to supply it with substantially less harm to
the environment than almost any other source.



4

HISTORY OF OUTER CONTINENTAL SHELF RESOURCE DEVELOPMENT

The total shelf and continental margin area of the Outer Conti-
nental Shelf is estimated to be approximately 1,175,680,000 acres (in-
cluding areas beyond the 200-meter water depth to 2,500-meter water
depth). Of this total, the area under Federal jurisdiction is approxi-
mately 1,146,680,000 acres. .

Pursuant to the Submerged Lands Act and subsequent court deci-
sions, coastal states have jurisdictions within 8 miles of _th.elr
coasts and Texas and Florida have jurisdiction for three marine
leagues off their Gulf of Mexico coasts—which accounts for the differ-
ence in area of the shelf and margin area and that part under Federal
jurisdiction. ) )

The Department of the Interior re£orts that since the passage of the
OCS Lands Act (67 Stat. 462; 43 U.S.C., Sec. 1331-1343) on August 7,
1953, 33 lease sales have been held, the large majority of which have
been offshore Louisiana and Texas. Nineteen hundred forty leases have
been issued embracing over eight million acres. Petroleum and sulfur
production amounts to approximately 12 percent of total domestic
production and natural gas production amounts to approximately 13

ercent.

P Production of hydrocarbons includes over three billion barrels of
oil (including condensate) and nineteen trillion m.c.f. of natural gas.
Also over thirteen million long tons of sulfur and over 4 million long
tons of salt have been produced.

The Outer Continental Shelf Lands Act provides for payment to
the Federal Government of revenues derived from oil and gas leases
on the Quter Continental Shelf subject to Federal jurisdiction.

All OCS leases issued to date have required payment to the Federal
Government based on a royalty rate of 1624 percent in the amount or
value of the production saved, removed, or sold from the lease. The
annual rental and minimum royalty required for leases offered at gen-
era] lease sales (unproven areas) have been $3 per acre, and have been
$10 per acre for leases offered at drainage sales (proven areas). Total
Federal revenues from Outer Continental Shelf resource development
amount to over 10 billion dollars.

0OCS8 OIL AND GAS RESERVES

The U.S. Geological Survey recently estimated that there are now
proved reserves of 2.2 billion barrels of oil and 2.0 trillion cubic feet
of gas in the OCS off Southern California, and 3.5 billion barrels of
oil and 36.8 trillion cubic feet of gas in the OCS in the Gulf of Mexico
off Louisiana and Texas. This is a total of 5.7 billion barrels of oil
and 38.8 trillion cubic feet of gas. .

In addition to the proved, discovered reserves known to exist on the
OCS, the continental margin of the United States is believed to con-
tain very large amounts of undiscovered oil and gas resources. The
presence of these resources has not actually been demonstrated, nor
can it be determined what portion may prove to be economically recov-
erable even if they are discovered. The figures given represent those
arrived at by geological inference from indirect evidence. The dis-
tinction between potential resources and proved reserves is an im-
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portant one, because many billions of dollars of investment and much
effort separate the one from the other.

The U.S. Geological Survey estimates that the potential recoverable
petroleum resources remaining on the OCS of the United States out to

a water depth of 200 meters are 58-116 billion barrels of crude oil and -

natural gas liquids and about 355710 trillion cubic feet of natural gas.
For purposes of comparison, the United States consumed 6 billion
barrels of oil and 23 trillion cubic feet of gas in 1973.

NEED FOR LEASING IN “FRONTIER AREAS”

Of the 1,081,000 barrels a day produced in 1973 the major portion or
1,029,000 barrels a day came from wells in the Gulf of Mexico, in
other words, almost all of it.

The remaining 52,000 barrels a day was produced from fields off
Southern California.

Gas production totaled 8.9 billion cubic feet a day in 1973, all but
20 million cubic feet a day from the Gulf of Mexico.

During the past 20 years, over 12,000 wells have been drilled on
Federal Quter Continental Shelf lands resulting in total production

- of 8.3 billion barrels of oil and 20.7 trillion cubic feet of gas.

If we are to increase our OCS oil and gas development, leasing must
take place in new or “frontier” areas. A number of steps have a ready
been taken in that direction. '

On April 18, 1973, the President announced that the Quter Con-
tinental Shelf leasing rate would be increased from 1 million acres

per year to 3 million acres per year and that the 5-year tentative

leasing schedule should be revised to reflect this acceleration.

On April 18, 1973, the President directed the Council of Environ-
mental Quality (CEQ) to study the environmental impact of oil and
gas production on the Atlantic and Gulf of Alaska Outer Continental
Shelf, since it was clear that continued accelerated leasing in the
Gulf of Mexico and offshore California would soon consume available
acreage in those areas. o

On January 23, 1974, the President directed that Outer Continental
Shelf leasing be even further accelerated and that 10 million acres be
leased in 1975. 4

In February of this year, Secretary of the Interior Morton asked the
States, environmental and industry groups, and the general public to
list the Quter Continental Shelf areas in which they had the greatest
interest by their order of preference and to specify environmental
problems that would be encountered in developing these Outer Conti-
nental Shelf areas. :

The Committee believes that the OCS Lands Act must be amended
as provided in S. 3221 before any large-scale expansion of leasing
takes place.

"III1. Magor Provisions

Policy—The Act declares that the OCS is a vital national resource
reserve held by the Federal government for all the people, which
should be made available for orderly development, subject to envi-
ronmental safeguards, when necessary to meet national needs. ’
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Leasing Program.—The Secretary is directed to prepare a compre-
hensive leasing program designed to carry out the objective of making
available for leasing as soon as practicable all OCS lands geologically
favorable for oil and gas development without undue environmental
damage. This program would indicate the size, timing, and location of
leasing activity which the Secretary believes would meet national
energy needs over the next 10 years. The leasing program must be
consistent with the following principles: )

(1) management of the Outer Continental Shelf in a manner
which considers all its resource values and the potential impact
of oil and gas development on other resource values and the
marine environment; ) o

(2? timing. and location of leasing so as to distribute more
evenly exploration, development and production of oil and gas
among various aréas of the Outer Continental Shelf considering:

(A) existing information concerning their geographical,
geological and ecological characteristics; i
" (B) their location. with respect to, and relative needs of,
regional energy markets; ‘ Lo
(C) interest by potential oil and gas producers in explora-
tion and development as indicated by tract nominations and
other representations; ’ o

(D) an equitable sharing of developmental benefits and
environmental risks among various regions of the United
States; and L .

(3) receipt of fair market value for public resources.

The program would include estimates of appropriations and staffing
required to prepare the necessary environmental impact statements,
obtain resource data and any other information needed to decide
whether to issue any lease and to supervise operations under every
lease in the manner necessary to assure compliance with the require-
ments of the law, the regulations, and the lease.

.~ The environmental impact statement on the leasing program would
include an assessment by the Secretary of the relative significance of
the OCS energy resources toward meeting national demands, the capa-
bility of industry to develop those resources, and the relative environ-
mental hazard of each aréa proposed to be leased.’

- There are provisions for public participation in the development of
the program and coordination with the states which may be impacted
by leasing and with management programs established pursuant to
the Coastal Zone Management Act of 1972.

The leasing program would have to be reviewed and reapproved
annually. Once the program has been approved, and no later than
January 1, 1978, no leases would be issued unless they are for areas
included in the program. The Secretary would be authorized to obtain
from private sources any data and reports which he needed to prepare
the program.

" Federal Oil and Gas Survey Program.—The Secretary would be
directed to conduct a survey. of oil and gas resources of the OCS. This
program would be designed to provide information about the probable
location, extent and characteristics of these resources. It would provide
a basis for development and revision of the leasing program and more
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informed decisions about fair market value of resources. As part of
this program the Secretary would be authorized to purchase data and
contract for stratigraphic drilling on the OCS.

The Secretary would prepare and publish maps and reports on the
OCS. This information should help potential o1l and gas developers
to participate in and the general public to understand, OCS programs.

Research and Development—To improve technology used in OCS
development, the Secretary would be directed to carry out a research
and development program where such research was not being done ade-
quately by others. This would include consideration of (1) downhole
safety devices, (2) methods for reestablishing control of blowing out
or burning wells, (3) methods for containing and cleaning up oil
spills, (4) improved drilling bits, (5) improved flaw detection systems
for undersea pipelines, (6) new or improved methods of development
in water depths over six hundred meters, and (7) subsea production
systems.

01l Spill Liability—The bill puts into law the existing rule, estab-
lished by Departmental regulation, that an OCS lessee is liable for
the total cost of control and removal of spilled oil. It also creates a
new strict liability rule for damages from OCS oil spills. The pro-
visions are patterned after the Trans-Alaska Pipeline Authorization
Act of 1973. (Title I1 of P.L. 93-153.)

The damaoe liabilitv ig imnosed withont recard to fault. and with-
out regard to ownership of the land or resource damaged if the land
or resource is relied on for subsistence or economic purposes. Thus
there can be recovery for damage to fisheries despite the fact that the
fisherman has no property right in the uncaught fish. Resort owners
could also recover for loss of business caused by an oil spill on the
beach even though they do not own the beach. On the other hand,
sport fishermen or vacationers could not recover for any inconvenience
caused by a spill. ‘

The provision puts a limit of $100 million for damages from any
one incident. The lessee is liable for the first $7 million and the Off-
;hi)re Oil Pollution Settlement Fund, created by the Act, is liable for

alance.

The money in this Fund will come from a fee of 214¢ on each barrel
of oil produced from the Outer Continental Shelf. The Fund will be
administered by OCS lessees subject to audit by the General Account-
ing Office.

The Fund is authorized to borrow from commercial sources so no
government funds would be used to pay damage claims. ‘

The Committee believes that a comprehensive Federal statute Zov-
erning liability for all ocean oil spill damages is badly needed. This
law should cover OCS operations, tankers, deepwater ports and all
other sources. Section 303 of S. 8221 calls for a liability study by the
Attorney General which would assist in preparing a comprehensive
statute. The Committee anticipates working on this subject with the
other Committees participating in the National Ocean Policy Study.

Assistance to the Coastal States.—The coastal states are impacted
by OCS development in a variety of ways. Testimony received by the
National Ocean Policy Study and the study done by the Council on
Environmental Quality, “OCS Oil and Gas—An Environmental
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Assessment” indicates that the secondary impacts onshore are far
greater than the direct impact from oil spills and the activity on the’

OCS lease site itself. These impacts stem from the development of
onshore support facilities for OCS development and the location of
petroleum refining and transportation facilities near production sites.

The Committee believes that coastal state opposition to-OCS leasing
can lead to significant delays in oil and gas development. A major
reason for such opposition in “frontier” leasing areas such as the
Atlantic and Alaska coasts as well as in California is concern about
the ability of State and local governments to cope with the onshore
economic and social problems caused by OCS development. )

These legitimate concerns of these States must be balanced against
the national need to develop the Federal energy resources of the Outer
Continental Shelf. The Committee believes that the Federal Govern-
ment should assist the States in ameliorating adverse environmental
impacts and controlling secondary economic and social impacts asso-
ciated with OCS-oil and gas development. For this reason S. 3221
provides that 10% of the Federal OCS revenues but not to exceed
$200 million per year will be available for grants to impacted coastal
States for this purpose.

. The bill provides that these grants will be made by the Secretary
of the Interior. The Secretary must coordinate the grants with man-
agement programs established under the Coastal Zone Management
programs established under the Coastal Zone Management Act of
1972. The extent and nature of the overall adverse impacts may vary
greatly. The Secretary is given broad discretion in determining the
amount and purpose of the grants. One of the most important uses
of these grants will be to develop adequate planning and management
programs over the coastal landside areas where commercial and indus-
trial development is apt to occur. The Committee expects that in many
instances, the grants would be used to supplement management pro-
grams established under the Coastal Zone Management Act.

Information submissions by industry.—The bill requires any person
holding a geological or geophysical exploration permit to submit to the
government the data and information obtained during exploration.
All oil and gas lessees would have to submit data about the o1l and gas
resources in the area covered by the lease. The Secretary would keep
all proprietary data confidential until he determines that public avail-
ability of the data would not damage the competitive position of the
permittee or lessee. -

The Committee feels strongly that private parties using public re-
sources for private profit should be required to make information they
obtain about the resources available to the representatives of the pub-
lic. At the same time, the Committee recognizes the value of this in-
formation to the individual explorer or producer. The provisions of
S. 3221 are designed to balance the public’s interest in obtaining in-
formation about its resources and public’s interest in maintaining an
active and competitive oil and gas industry. . . =
- Safety and.Performance Standards.—S. 3221 directs the Secretary
to.establish safety and performance standards for all pieces of equip-
ment pertinent to public health, safety or environmental protection.
These standards ‘must require use of the best available technology
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wherte failure or malfunction of the equipment would have a substan-
tial impact on public health, safety or the environment.

Enforcement of Safety Regulations—To assure that increased
OCS development proceeds in as safe a manner as possible, the Secre-
tary would be directed to conduct regular inspections and strictly en-
force'safety regulations. The inspections must take place at every stage
of-operations which means that Congress must provide funding and
manpower needed. Penalties for violation of the regulations would
be increased and lessees would be required to give the Secretary any
information'he needs to assure a safe operation.

Developmerit and Production Requirements.—The Secretary would
be directed to include a development plan in each lease which would
spell out'the work to be performed and a time schedule for perform-
ance. These plans could, of course, be revised in light of changed
circumstances,

Revised Bidding Systems.—There has been considerable public dis-
cussion and debate about the need for revised bidding systems for
OCS leases.. The existing law authorizes two methods. The first is
awarding the leases to the highest bidder of a cash bonus with a royalty
rate fixed in advance of the sale. This is the method used in all OCS
lease sales to'date.

_The second method would award the lease to the person bidding the
highest royalty rate with a cash bonus fixed in advance.

S. 3221 would eliminate the royalty bidding alternative. The Com-
mittee believes that royalty bidding frequently will result in very high
bids because an operator risks little with such a bid. At high royalty
rates only the lowest cost oil and gas will be developed and produced.
(With a cdsh bonus and the present OCS royalty rate of 1624 per-
cent, an operator would develop any property for which the cost of
production less royalty was less than 8314 percent of the wellhead
price. With a royalty rate of 75 percent, no oil that cost more than 25
percent of the wellhead price would be developed.) Perhaps only half
as much oil and gas would be produced from a given tract under roy-
alty bidding as under the cash bonus system.

Cash bonus bidding is a good system of (a) placing acreage in the

hands of responsible, capable and diligent operators, (b) encouraging
early exploration and development of OCS leases, (¢c) maximizing
ultimate. recovery, (d) assuring fair market value for the Government.
However, the high initial investment required by cash bonus bidding
tends to limit participation in OCS development.
. The Committee believes that alternative lease allocation systems
should be considered. The Department of Interior has announced that
1t intends to experiment with royalty and net profit sharing bidding.
Others have advocated work program bidding such as has been used
in the North Sea. S. 8221 calls for a study of alternative systems with
& report and recommendations to Congress within one year. :

In the interim, S. 3221 would also authorize two approaches to net
profit sharing. One would allow leases to be issued to the highest cash
bonus bidder, with the United States taking a share of the net profits
of not less than 80%. The other would permit bidding based on the
net profit share with a fixed cash bonus. The .Committee recognizes
that these alternatives may not be the “perfect solution”. However,
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. . . ¢
hould facilitate entry into the OCS development business o
fllljgx}"e sin?i%pendent producers and are certainly worth trying on an

experimental basis.
IV. ComMITTEE RECOMMENDATION

The Committee on Interior and Insular Affairs in open markup
session on August 12 recommended that S.3221 be approved by the

Scnate.
V. LecisLaTive HisTory

S. 3221 was introduced on March 22, 1974, Hearings were held on
the bill by the Interior Committee on May 6, 7, 8 and 10. In addition
the Committee participated in the hearings conducted by the National
Ocean Policy Study on the economic, environmental, and social im-
pacts of development of the oil and gas resources of the Outer Con-
tinental Shelf. These took place on April 23, 24, 25, and May 2 and 22.
A major focus of these hearings was the Council on Environmental
Quality’s study entitled, “OCS Oil and Gas—An Environmental As-
sessment”, released April 18. L )

In addition the Committee has, since the initiation of the National
Fuels and Energy Policy Study, conducted several hearings dealing
with OCS matters. These have been printed as Outer Contment'eﬁ
Shelf Policy Issues (92-27, parts I-I1I); Federal Leasing and Dis-
posal Issues (92-32) ; and Trends in Oil and Gas Exploration (92-33,
parts I and II).

VI. SectioN-By-SECTION ANALYSIS
Section 1 contains the short title and table of contents.

TITLE I. FINDINGS AND PURPOSES

Section 101 sets out a number of findings about the current and
future energy supply situation, and the potential role of the oil and
gas resources of the Outer Continental Shelf (OCS). ) ]

Section 102 states the purposes of the Act. These include increasing
production of oil and gas from the Outer Continental Shelf in a man-
ner which assures orderly resources development, protection of the
environment, and receipt of fair market return for public resources
and encouraging development of new technology to increase human
safety and eliminate or reduce environmental damage.

TITLE II. INCREASED PRODUCTION OF OUTER CONTINENTAL SHELF
ENERGY RESOURCES

This title contains a series of amendments to the Outer Continental
Shelf Lands Act of 1953 (43 U.S.C. 1331-43) (OCS Act).

Section 201 amends Section 3 of the OCS Act to add a policy state-
ment that OCS is held for all the people, and its resources should be
made available for orderly development subject to environmental
safeguards.

Section 202 adds 12 new sections to the OCS Act. These are:
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SECTION 18—DEVELOPMENT OF OUTER CONTINENTAL SHELF LEASING
PROGRAM

Section 18 establishes a policy of making available for leasing as
soon as practicable all OCS lands determined to be botk geologically
favorable for oil and gas and capable of supporting development with-
out undue environmental hazard.

The Committee recognizes that the phrase “without undue environ-
mental hazard or damage” is imprecise. The Committee also recognizes
that any oil and gas development will involve some environmental
hazard or damage. This section establishes a process which will permit
the Secretary to weigh the environmental risks against the potential
benefits from making the oil and gas available to meet national energy
needs.

Subsection 18(b) directs the Secretary to prepare a 10-year leasing
program. It sets out policies to be followed in preparing the program
including orderly development of energy resources, environmental
protection, receipt of fair market value, public participation, and
Intergovernmental coordination.

The leasing program should display the information for all inter-
ested Federal, State and local government officials, the oil and gas
industry, and the general public.

Subsection 18(c) requires that the program include estimates of the
appropriations and staffing required to prepare the necessary envi-
ronmental impact statements, obtain resource data and any other in-
formation needed to carry out the law including supervision of all
operations to assure compliance. The Committee intends that these
estimates represent the Secretary’s best judgment of actual needs
rather than the views of the Office of Management and Budget as to
v};hixit funding levels are appropriate for inclusion in the President’s

udget.

Subsection 18(d) requires the inclusion in the environmental im-
pact statement on the leasing program of an assessment by the Secre-
tary of the relative significance of the probable oil and gas resources
of each area proposed to be offered for lease in meeting national de-
mands, the most likely rate of exploration and development that is
expected to occur if the areas are leased, and the relative environ-
mental hazard of each area. The Committee recognizes that the Sec-
retary cannot determine these factors with a great degree of precision.
However, an expression of his best judgment based on available infor-
mation should be very helpful in balancing the conflicting values in-
volved during the decision-making process.

Subsection 18(e) directs the Secretary to establish procedures for
receipt and consideration of nominations for areas to be offered for
lease or to be excluded from leasing, for public notice of and partici-
pation in development of the leasing program, for review by State and
local governments which may be impacted by the proposed leasing,
and for coordination of the program with management programs
established pursuant to the Coastal Zone Management Act of 1972.
These procedures will be applicable to any revision or reapproval of
the leasing program.
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tary uses a nomination process at the present time. The
Co’frﬁfﬁ?tzcerewan};s to be sure that this form of industry and public
participation in the leasing program is continued. i

Subsection 18(f) calls for publication of a proposed leasing pro-
gram in the Federal Register and its submission to the Congress within
two years after enactment of this section. )

Subsection 18(g) provides that after the leasing program has been
approved by the Secretary or after January 1, 1978, whichever comes
first, no OCS leases may be issued unless they are for areas included
in the approved leasing program. The Committee believes that the
10-year program should be adopted as soon as possible. At the same
time, we recognize that this will take some time and that leasing
should continue during this time. Three years should be ample time to
develop the program. .

Subsection 18(h) provides that the Secretary may revise and re-
approve the leasing program at any time and he must review and
reapprove the leasing program at least once each year. The require-
ment for annual reapproval is designed to assure that the program
fully reflects new information and changing conditions. Obviously,
substantial changes in the program may be required in some years,
while in others there may be little or no change. ) )

Subsection 18(i) authorizes the Secretary to obtain from public
sources or to purchase from private sources, any surveys, data, reports,
or other information (excluding interpretations of such data, surveys,
reports, or other information) which may be necessary to assist him in
preparing environment impact statements and making other evalua-
tions required by this Act. The Secretary must maintain the confi-
dentiality of all proprietary data or information for such period of
time as is agreed to by the parties. This confidentiality requirement is
designed to allow the Secretary to negotiate for the purchase of data
on the basis that it will be kept confidential for as long as the seller
wishes. Requiring the public release of all purchased data at any par-
ticular time would tend to lead data owners to refuse to sell the data to
the Secretary. This provision allows the Secretary and the owner of
the information to work out a mutually acceptable arrangement.

Subsection 18(j) authorizes and directs the heads of all Federal de-
partments or agencies to provide the Secretary with any nonpro-
prietary information he requests to assist him in preparing the leasing
program.

SECTION 19—FEDERAL OUTER CONTINENTAL SHELF OIL AND GAS SURVEY
PROGRAM

" Subsection 19(a) directs the Secretary to conduct a survey program
regarding oil and gas resources of the Outer Continental Shelf. The
program will provide information about the probable location, extent,
and characteristics of such resources in order to provide a basis for
(1) development and revision of the leasing program required by sec-
tion 18 of the Act, (2) greater and better informed competitive inter-
est by potential producers in the oil and gas resources of the Outer
Continental Shelf, (3) more informed decisions regarding the value
of public resources and revenues to be expected from leasing them, and
(4) the mapping program required by subsection 19(c).
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The Committee believes that the government must have better in-
formation about the resources it owns than it has had in the past. Pub-
lication of this information should be helpful to potential entrants
into the OCS oil and gas development industry, particularly those
with less capital to risk than the large major oil companies.

As part of the survey program, Subsection 19(b) authorizes the
Secretary to contract for, or purchase the results of or, where the re-
quired information is not available from commercial sources, conduct
seismic, geomagnetic, gravitational, geophysical, or geochemical in-
vestigations, and to contract for or purchase the results of strati-
graphic drilling. The Committee believes that in most instances the
Secretary can acquire the information required for the survey pro-
gram from private industry. This will allow the present active explor-
ation and data industry to continue without the government as a direct
competitor. However, this subsection does authorize the Secretary to
conduct certain investigations directly.

Subsection 19(c) directs the Secretary to prepare and publish and
keep current a series of detailed topographic, geological, and geophysi-
cal maps of and reports about the Outer Continental Shelf, based on
nonproprietary data, which shall include, but not necessarily be lim-
ited to, the results of seismic, gravitational, and magnetic surveys on
an appropriate grid spacing to define the general topography, geology,
and geophysical characteristics of the area.

The Committee believes that these maps and reports should be very
valuable to all persons interested in OCS oil and gas development. In
order to be sure that once the survey program is underway the maps
and reports are available to potential lessees and other interested per-
sons, this subsection requires publication of the maps no later than six
months prior to the last day for submission of bids for any areas of
the Outer Continental Shelf scheduled for lease on or after January 1,
1978. The Committee intends that the topographic maps be prepared
by the National Oceanic and Atmospheric Administration, National
Ocean Survey. The Secretary of the Interior, would simply provide
for publication.

Subsection 19(d) provides that within six months after enactment
of this section, the Secretary shall submit to Congress a plan for con-
ducting the survey and mapping programs required by this section.
This plan will identify the areas to be surveyed and mapped during
the first five years of the programs and estimates of the appropriations
and staffing required.

Subsection 19(e) provides that information about the program be
included in the Secretary’s annual report of activity under the OCS
Lands Act.

Subsection 19(f) provides that the Secretary will not have to pre-
pare an environmental impact statement before taking actions to carry
out the oil and gas survey.

Subsection 19(g) authorizes appropriations to carry out the survey
program in fiscal years 1975 and 1976. The Committee intends to re-
view the survey program and enact additional authorization legisla-
tion for future years.

Subsection 19(h) provides that any person holding an oil and gas
lease shall provide the Secretary with any existing data (excluding
mnterpretations of such data) about the oil or gas resources in the area
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subject to the lease. All proprietary data or information will be kept
confidential until the Secretary determines that public availability of
such proprietary data or information would not damage the competi-
tive position of the lessee. .

. The Committee believes that users of public resources should fur-
nish resource information to the government. However, the Commit-
tee recognizes the competitive value of proprietary information. This
subsection is designed to balance the competing interests involved.

SECTION 20—RESEARCH AND DEVELOPMENT

Subsection 20(a) authorizes and directs the Secretary to carry out
a research and development program designed to improve technology
related to development of OCS oil and gas resources where he deter-
mines that such research and development is not being adequately con-
ducted by any other public or private entity.

The Committee does not want the Secretary to get involved in a re-
search and development program which duplicates work being done
by private industry, or another government agency. However, it is
clear that there are needs for new technology which are not being met.
Where there are gaps in ongoing efforts, this provision authorizes the
Secretary to fill them.

Subsection 20(b) requires the Secretary, after review and comment
by the Administrator of the Environmental Protection Agency, to
establish safety and environmental performance standards for all
pieces of equipment, that are pertinent to public health, safety, or en-
vironmental protection, used in exploration, development, and produc-
tion of oil and gas from the Outer Continental Shelf. These standards
must call for use of best available technology when the potential ef-
fect of malfunctions on public health, safety, or the environment would
be substantial.

The Committee believes that requiring use of best available tech-
nology is essential to assure the highest degree of safety in OCS oper-
ations. However, the Committee does not intend that installed equip-
ment must be replaced with every minor technological improvement.
It also recognizes that there may be more than one “best” way to
achieve a particular objective or do a particular job.

Subsection 20(c) directs the Secretary, with the concurrence of the
Secretary of the department in which the Coast Guard is operating,
to establish equipment and performance standards for oil spill cleanup
plans and operations. Such standards shall be coordinated with the
National Oil and Hazardous Substances Pollution Contingency Plan.
The Committee is aware that the Secretary has already developed
procedures for oil spill cleanup. This subsection does not require him
to start all over again, but rather to update the existing program.

Under Subsection 20(d) the Secretary, in cooperation with the
Secretary of the Navy and the Director of the National Institutes of
Health, will conduct studies of underwater diving techniques and
equipment suitable for protection of human safety at depths greater
than those where such diving now takes place.

The Committee is aware that the Navy is conducting diving studies
at the present time. Work on oil platform submersibles is being done
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by the Manned Undersea Science and Technology Office of the Na-
tional Oceanic and Atmospheric Administration. The expected 1n-
crease in OCS operations in deep water makes it imperative that this
work be continued and expanded if necessary to assure diver safety.

SECTION 21-——ENFORCEMENT OF SAFETY REGULATIONS ; INSPECTIONS

Subsection 21(a) directs the Secretary to regularly inspect all op-
erations authorized pursuant to this Act and strictly enforce safety
regulations promulgated pursuant to this Act and other applicable
laws and regulations relating to public health, safety, and environ-
mental protection. It also requires holders of leases to allow access to
any inspector promptly and provide any requested documents and
records that are pertinent to public health, safety, or environmental
protection. ) ) )

The subsection also requires physical observation by an inspector
of the installation or testing at least once each year of all safety equip-
ment designed to prevent or ameliorate blowouts, fires, spillages, or
other major accidents; and periodic onsite inspection without advance
notice to the lessee to assure compliance with public health, safety, or
environmental protection regulations. )

The Secretary also must investigate and report on all major fires and
major oil spillage occurring as a result of operations pursuant to this
Act.

Subsection 21(c) provides that the Secretary shall consider any
allegation from any person of the existence of a violation of any
safety regulations issued under this Act. The Secretary must answer
such allegation no later than ninety days after receipt thereof, stating
whether or not such alleged violations exist and, if so, what action has
been taken. '

This provision is designed to allow any interested person who
believes the safety regulations are being violated to trigger an investi-
gation by the Secretary. In most cases this form of citizen involve-
ment would be more effective than legal action.

SECTION 22—LIABILITY FOR OIL SPILLS

Subsection 22(a) requires any person in charge of any operations
in the Outer Continental Shelf, as soon as he has knowledge of a dis-
charge or spillage of oil from an operation, to notify immediately the
appropriate agency of the United States Government.

Subsection 22(b) is patterned after the tanker oil spill liability
provisions of the Trans-Alaska Pipeline Authorization Act of 1973.

Subsection 22(b) (1) makes the holder of a lease or right-of-way
issued or maintained under this Act and the Offshore Oil Pollution
Settlements Fund established by this subsection strictly liable with-
out regard to fault and without regard to ownership of any adversely
affected lands, structures, fish, wildlife, or biotic or other natural re-
sources relied upon by any damaged party for subsistence or economic
purposes. The holder is liable for all damages, sustained by any per-
son as a result of discharges of oil or gas from any operation author-
ized under this Act if such damages occurred (A) within the territory
of the United States, Canada, or Mexico or (B) in or on waters within
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two hundred nautical miles of the baseline of the United States,
Canada, or Mexico from which the territorial sea of the United States,
Canada, or Mexico is measured, or (C) within one hundred nautical
miles of any operation authorized under this Act.

The Committee included damages in Canada and Mexico in order
to protect the interests of our neighbors.

lSubsectlon 22(b).(2) provides three exceptions to the strict liability
rule,

Strict liability is not imposed on the holder or the fund if the holder
or the fund proves that the damage was caused by an act of war.
Strict liability is not imposed on the holder if the holder proves that
the damage was caused by the negligence of the United States or other
governmental agency. Strict liability is not imposed with respect to
the claim of a damaged person if the holder or the fund proves that
the damage was caused by the negligence or intentional act of such
person.

Striet liability for all claims out of any one incident is limited to
$100 million. The holder is liable for the first $7 million and the fund
1s liable for the balance. If the total claims allowed exceed $100,000,000,
they are reduced proportionately.

In any case where liability without regard to fault is imposed pur-
suant to this subsection, the rules of subrogation shall apply in ac-
eordance with the State law.

The Offshore Oil Pollution Settlements Fund is administered by the
holders of leases issued under this Act under regulations prescribed
by the Secretary. The fund is subject to annual audit by the Comp-
troller General. A fee of 214 cents per barrel of oil produced pursuant
to any lease issued or maintained under this Act is paid into the fund.
Costs of administration are paid from the fund. If the fund is unable
to satisfy a claim, the fund may borrow the money needed to satisfy
the claim from any commercial credit source, at the lowest available
rate of interest. :

Notice of the damage must be given to the Secretary within three
years following the date on which the damage occurred. The collection
of amounts for the fund ceases when $100 million has been accumu-
lated, but is renewed when the accumulation in the fund falls below
$85 million.

Subsection 22(c) restates the existing rule established by Depart-
mental regulation, that the lessee is liable for the total cost of control
and removal of any spilled oil.

Subsection 22(d) requires all holders of leases issued or maintained
under this Act to establish and maintain evidence of financial responsi-
bility of not less than $7 million. It spells out ways of establishing such
responsibility.

Subsection 22(e) provides that Section 22 does not supersede section
311 of the Federal Water Pollution Control Act Amendments of 1972
or preempt the field of strict liability or to enlarge or diminish the
authority of any State to impose additional requirements.

The Committee did not want to override the cleanup requirements of
the 1972 Act except to provide unlimited liability for cost of cleaning
up OCS oil spills. The Committee also did not want to preclude the
States from imposing more stringent requirements if they wished to
do so. -
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SECTION 23—NEGOTIATIONS WITH STATES

Section 23 directs the Secretary to negotiate with those coastal
States which are asserting jurisdiction over the Outer Continental
Shelf with a view to developing interim agreements which will allow
energy resource development prior to final judicial resolution of the
dispute. The Committee is aware of the current litigation between the
United States and the Atlantic Coastal States over those States’
claims to ownership of the Quter Continental Shelf. The Committee
believes that such disputes should not be allowed to prevent develop-
ment of the OCS oil and gas resources.

SECTION 24—DETERMINATION OF BOUNDARIES

Section 24 authorizes the President to establish procedures for set-
tling any outstanding boundary disputes, including international
boundaries between the United States and Canada and between the
United States and Mexico, and establish boundaries between adjacent
States, as directed in section 4 of the OCS Act. Negotiations of this
type have been going on for many years. This section expresses the
sense of the Committee that a greater sense of urgency is needed in
order to arrive at a settlement. o : h

SECTION 25—COASTAL STATE FUND

Subsection 25 (a) establishes a Coastal States Fund in the Treasury.
The Secretary is directed to make grants from the Fund to the coastal
States impacted by anticipated or actual oil and gas production to
assist them to ameliorate adverse environmental effects and control
secondary social and economic impacts associated with the develop-
ment of Federal energy resources in, or on the Outer Continental Shelf
adjacent to those States. The grants may be used for planning, con-
struction of public facilities, and provision of public services, and such
other activities as the Secretary may prescribe by regulations. The
grants must be used for activities directly related to such environ-
mental effects and social and economic impacts. In order to be eligible
for grants from the Fund, the coastal State must establish pollution
containment and cleanup systems for pollution from oil and gas devel-
opment activities on its submerged lands. . ' )

The Committee believes that the Federal Government should assist
the States in ameliorating adverse environmental impacts and con-
trolling secondary economic and social impacts associated with OCS
oil and- gas development. The need for such grants is discussed in the
Major Provisions section of this report. . T

Subsection 25(b) gives the Secretary broad discretion to determine
the amount and purpose of the grants and to set guidelines for grant
eligibility. The Secretary must coordinate the grants with manage-
ment. programs established under the Coastal Zone Management Act
of 1972. The Committee expects the Secretary to work closely with the
Secretary of Commerce in developing criteria for grants and estab- .
lishing coordination nrocedures.

The Committee rejected the concept of coastal States receiving a
fixed share of Federal OCS revenues. However, the Committee recog-
nizes that Federal decisions to develop OCS resources can have impacts

38-533 O -74 -2
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on the States. It is the Committee’s intent that grants under this section
shall be adequate to compensate impacted coastal States for the full
costs of any adverse environmental effects and social and economic
impacts caused by Federal offshore oil and gas exploration develop-
ment, and production. ’

Subsection 25 (c) provides that ten per centum of the Federal
revenues from the Outer Continental Shelf Lands Act shall be paid
Into the Fund. However, the total amount paid into the Fund shall
not exceed $200 million per year.

The Committee believes that the $200 million per year ceiling on the
?‘u]:;nd should provide an adequate source of grants for the foreseeable

ure.

In order to make some funds available for grants immediately, sub-
section 25(d) authorizes a direct appropriation to the Fund of $100
million. This amount will be repaid out of future OCS revenues allo-
cated to the Fund.

SECTION 26—CITIZEN SUITS

Section 26 provides for citizen participation in the enforcement of
the Act by civil law suits (1) against any person who is alleged to be
in violation of the Act or the regulations, or any lease or permit issued
under the Act; or (2) against the Secretary for alleged failure to per-
o fﬁlp_a nondiscretionary act or duty.

.. ~>tits may be brought by “any person having an interest which is or
may be adversely affected.” The Committee intends that this includes
persons who meet the requirements for standing to sue set out by the
Supreme Court in Sierra Club v. Morton (405 U.S. 727 (1972)).

Subsection (b) requires that no action for violation of the law ma.
be started for 60 days after written notice under oath of the alleged
violation to the alleged violator and the Secretary. If the Secretary
begins a civil action against the violation, no court action could take
place on the citizen’s suit. The 60-day waiting period does not apply
when the violation or failure to act constitutes an imminent threat to
the plaintiff’s health or safety or would immediately affect a legal
Interest of the plaintiff. This provision is designed to give the Secre-
tary and the alleged violator an opportunity to stop any violation thus
making court proceedings unnecessary.

. Subsection (d) provides that the court may award costs of litigation
including reasonable attorney’s fees to any party and require a bond
Whelift a temporary restraining order or preliminary injunction is
sought.

. The Committee believes that citizen suits can play an important role
in assuring that lessees comply with the law. The possibility of a citizen
suit should help to keep program administrators “on their toes.”

SECTION 27—PROMOTION OF COMPETITION

Section 27 directs the Secretary to prepare a report with recom-
mendations for promoting competition and maximizing production
and revenues from the leasing of Quter Continental Shelf lands. The
report is due within one year and will include a plan for implementing
recommended administrative changes and drafts of any proposed leg-
islation. The report will consider (1) other competitive bidding Sys-
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tems permitted under present law as compared to the bonus bidding
system; (2) evaluation of alternative bidding systems not permitted
under present law; (3) measures to ease entry of new competitors;
and (4) measures to increase supply to independent refiners and
distributors. ) )

The Committee believes that it would be desirable to increase the
competition in the OCS oil and gas development industry. The Com-
mittee recognizes that OCS development requires large capital expend-
itures which tend to limit participation. The study required by this
section is designed to assist the Committee in making further changes
in the Outer Continental Shelf Lands Act.

SECTION 28—ENFORCEMENT AND PENALTIES

Subsection 28(a) authorizes the Attorney General to institute, at
the request of the Secretary, civil actions for restraining orders or in-
junctions or other appropriate remedies to enforce the Act or any
regulation or order issued under it. o

Subsection 28(b) provides for a civil penalty to be assessed against
any person who after notice of failure to comply and opportunity for
a hearing continues to fail to comply with the Act or any regulation
or order issued under it. The maximum penalty is $5,000 per day.

Subsection 28(c) provides criminal penalties for knowing and will-
ful violations of any provision of this Act, or any regulation or order
issued under the authority of this Act designed to protect public
health, safety, or the environment or conserve natural resources. There
are also criminal penalties for any person who knowingly and will-
fully makes any false statement, representation, or certification in any
application, record, report, plan, or other document filed or required
to be maintained under this Act, or who knowingly and willfully falsi-
fies, tampers with, or renders inaccurate any monitoring device or
method of record required to be maintained under this Act or know- -
ingly and willfully reveals any data or information required to be kept
confidential by this Act.

The eriminal nenalty is a fine not more than $100,000, or imprison-
ment for not more than one year, or both. )

Subsection 28(d) provides for application of the criminal penalties
against corporate officials when the violator is a corporation or other
business entity.

Subsection 28(e) states that the remedies prescribed in this section
may be exercised concurrently and are in addition to any other rem-
edies afforded by any other law or regulation.

SECTION 29—ENVIRONMENTAL BASELINE AND MONITORING STUDIES

Subsection 29(a) requires that prior to permitting oil and gas
drilling on any area of the Outer Continental Shelf not previously
leased under this Act, the Secretary, in consultation with the Admin-
istrator of the National Oceanic and Atmospheric Administration of
the Department of Commerce, shall make a study of the area involved
to establish a baseline of those critical parameters of the Quter Con-
tinental Shelf environment which may be affected by oil and gas
development. :



20

The Committee believes that these environmental baseline studies
are essential to determining the actual environmental impacts of oil
and gas development. The baselines studies may be made after leases
are issued but must be completed prior to the time drilling begins.

-Subsg,ct,l_on (b) requires monitoring of production areas in a man-
ner .@eSI%ned to provide time-series data which can be compared with
p}ll'evmus ¥ collected data for the purpose of identifying any significant
changes,

Subsection (c) directs the Secretary to give preference to the use
of Government owned and Government operated vessels, to the maxi-
mum extent practicable, in contracting for work in connection with
the environmental baseline and monitoring studies. The Secretary will
coordinate all such studies with the Administrator of the National
Oceanic and Atmospheric Administration and shall, whenever pos-
sible, utilize existing Government owned and Government operated
marine research laboratories in conducting the studies. © =

The Conference Report of the House and Senate Appropriations
Committees on the Special Energy Research and Development At
of 1975, H.R. 14434 (H. Rept. No. 93-1123), detailed the agreement
that with regard to energy-related environmental baseline research on
the Outer Continental Shelf, the resources of the agency best out-
fitted to carry out this task be utilized on a contract basis. It was agreed
that this agency was the National Oceanic and Atmospheric Admin-
1stration (NOAA) of the Department of Commerce. The Special
Energy R & D Act appropriated $6,630,000 to the Department of Com-
merce to remove from mothball, properly outfit and man three of the
nation’s finest research vessels, the Jiscoverer, the Surveyor, and the
Miller Freeman. These vessels would be made available to work with.
the Department of Interior in conducting environmental baseline re-
search, especially in target areas for new development. \ w

The Committee wants the studies mandated by the section to-be
cooperative efforts of all government agencies with canahility. This
would include NOAA, the Geological Survey, and the Bureau of
Land Managment. :

Testimony in five days of hearings before the Senate Ocean Policy
Study (S. Res. 222) has confirmed that current Federal data-gather-
ing efforts on the OCS are inadequate and insufficient to cope with a
stepped-up leasing effort. Additional scientists, ships and equipment
are going to be needed.

Section 203 revises the terms under which the Secretary of the In-
terior may offer oil and gas leases on the Outer Continental Shelf.

Under existing law the Secretary is permitted to offer oil and gas
lcases on the basis of either (1) a cash bonus bid with a royalty fixed
at no less than 1214 % of the gross revenue from the lease, or (2) on the
basis of a royalty rate bid with a fixed cash bonus. Since the OCS
Lands Act was approved in 1953 all OCS leases have been offered for
cash boqus bids with a royalty rate fixed at 1624 % of the gross value of
production. The Department of the Interior plans a small scale test of
royalty bidding as part of the OCS lease sale scheduled for September
1974. Section 208 revises subsection 8(a) of the OCS Lands Act to
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eliminate the provision which allows royalty bidding. The new sub-
section 8(a) retains the cash bonus bidding option and adds the option
of a lease under which a net profits share is reserved to the United
States. ' '

The Committee’s decision to eliminate the royalty bidding alterna-
tive is based on the widespread agreement of most economists and oil
industry representatives concerning the unndesirable effects of royalty
bidding. Specifically, the Committee believes that royalty bidding
would encourage speculation, increase the likelihood of premature
shutdown of production under conditions of high royalty rates, and -
result in reduction in petroleum output and lease revenues. _

However, the Committee wants to provide a lease allocation system
that would encourage the widest possible participation in competitive
lease sales consistent with receipt by the public of fair market:valie
for its resources. Testimony before this Committee and elsewhere has
revealed general acceptance of the proposition that high bonus bids
have created a barrier to the entry of small and medium size oil firms
to the OCS arena. The Committee believes that net profits share ar-
rangements can be effective in shifting gévernment revenue away from
initial bonuses and into deferred payments made out of a leaseholders

rofits. : - o '

P Under the provisions of Section 203 the Secretary would be allowed
to offer net profits leases either (1) on the basis of a cash bonus with
a fixed share of the net profits derived from operation of the tract of
no less than 30 per centum reserved to the United States, or (2) on the
basis of a fixed cash bonus with the net profit share reserved to the
United States as the bid variable. ’

In order to determine net profits it is necessary to resolve a number
of potentially complex accounting issues concerning the allocation of
costs and income. The overall impact of these matters on the govern-
ment’s revenue should be relatively minor since any reduction in the
public’s net profits share (resulting—for example—from the calucula-
tion of net profits after rather than before income taxes) probably
would be offset by a compensating increase in bonus payments. This
increase could. be substantial. Since a reduction in bonuses is an im-
portant objective of the legislation it was decided that these cost alloca-
tion issues should be resolved in favor of lower bonuses, with attention
to administrative simplicity and accepted industry practices.

Under existing law, all OCS oil and gas leases are for a primary
term of five years. As amended by Section 203, Subsection 8(b) of the

OCS Lands Act would permit the Secretary to issue leases with a
primary term of up to ten years.

The purpose of the increase in permissible maximum primary lease
term is to encourage exploration and development in areas of un-
usually deep water or adverse weather conditions, where the five year
period may be insufficient for both exploration and the mobilization of
new technology called for in the event of a discovery. -

Section 204 further amends Section 8 of the OCS Lands Act by
requiring that royalty and net profits share oil produced from all
leases granted after the effective date of the amendment be offered
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by the Government at a competitive auction. The physical quantity
represented by the Government’s net profit share is determined by
dividing-the net profit due the United States attributable to oil by
its unit valué at'the wellhead.

The existing law (Section 5(a) (1)) authorizes sales of royaltv oil
and gas“at not less than market value” but sets out no other guidelines.
The Secretary has been allocating royalty oil to “small refiners”, as
defined in Department regulations. N

The purpose of the amendment is to create a free market in crude
petroleum. However, the Committee ‘was anxious to insure that inde-
pendent refiners not be denied access to OCS crude. To this end, Sec-
tion 203 directs the Secretary to limit participation in sales where such
limitation is necessary to assure adequate supplies of oil at equitable
prices to independent refiners. The Secretary can define the term “in-
dependent refiner” by regulation. The Committee intends that the term
apply only to those refiners not part of an organization which produces

crude petroleum. The Secretary could impose a size limitation in terms-

of refining capacity if he deemed that desirable.
Section 205 amends Section 15 of the OCS Lands Act to provide for

a comprehensive annual report by the Secretary to the Congress on

the entire Outer Continental Shelf program. It specifies that the re-
port include: a detailing of all moneys received and expended, and of
all leasing, development, and production activities; a summary of
management, supervision, and enforcement activities; a summary of
grants made from the Coastal State Fund; and recommendations to
the Congress for improvements in management, safety and amount
of production in leasing and operations in the Outer Continental Shelf
and for resolution of jurisdictional conflicts or ambiguities.

This report will aid the Congress in performing its oversight func-
tions and should be very useful to anyone interested in the OCS
program. o o

- Section 206 adds two new subsections to Section 5 of the OCS Lands
Act. Both are designed to insure maximum production from outstand-
ing leases. '

. The new subsection 5(d) provides that all leases issued after
S.3221 is enacted must require that development be carried out in
accordance with a development plan which has been approved by the
Secretary. Failure to comply with the development plan will ter-
minate the lease.

The development plan will set forth, in the degree of detail estab-
lished in regulations issued by the Secretary, specific work to be per-
formed, environmental protection and health and safety standards to
be met, and a time schedule for performance. The development plan
may apply to all leases included within a production unit.

A proposed development plan must be submitted to the Secretary
within six months after the date of enactment of S. 3221 for all out.-
standing permits and leases. Failure to submit a development plan or

fo comply with an approved development plan shall terminate the
ease.
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The Committee recognizes that there must be some flexibility in the
degree of detail required in development plans. It expects that the
Secretary will require exploration activity to start within a specified
time. If production is established the development plan would need to
be revised. This subsection authorizes revisions of development plans
if the Secretary determines that revision will lead to greater recov-
ery of the oil and gas, improve the efficiency of the recovery operation,
or is the only means available te avoid substantial economic hardship
on the lessee or permittee.

The new subsection 5(e¢) prohibits flaring of natural gas from any -

well after the date of enactment of S. 8221, unless the Secretary finds. -

that there is no practicable way to obtain production or to conduct
testing or workover operations without flaring. , :

The Committee believes that unnecessary waste of this valuable nat_-ur

ural resource must not be permitted.

Section 207 amends Section 11 of the OCS Lands Act which author-

izes the Secrétary to permit geological and geophysical ,exploratidn:i.

in the Outer Continental Shelf.

. The revised Section 11 would require that all permits for such gx:. .
plorations contain terms and conditions designed to (1) prevent in-..-
terference with actual operations under any OCS lease and (2) prevent.

or minimize environmental damage. The permittee would be required

t

to furnish the Secretary with copies of all data (including geological, -

geophysical, and geochemical data, well logs, and drill core analyses)
obtained during such exploration. The Secretary must maintain the
confidentiality of all data so obtained until after the areas involved

have been leased or until such time as he determines that making the
data available to the public would not damage the competitive position

of the permittee, whichever comes later.

The Committee believes that requiring the permittee to give the
data to the representative of the property owner (i.e. the Secretary)

is an appropriate condition for allowing the exploration. At the same
time, tlrm) ee bel
protect the competitive interest of the explorer.

e Committee believes that the confidentiality requirement will -

Section 208 is a technical amendment to delete material from Sub-

section 5(a) (2) which duplicates the new Section 28 which ‘would be

added by S. 3221. . o
Paragraph (2) of Subsection 4(a) of the OCS Lands Act provides
that: »

-'To the extent that they are applicable and not inconsistent with

this Act or with other Federal laws and regulations of the Secre-

tary now in effect or hereafter adopted, the civil and criminal laws
of each adjacent State as of the effective date of this Act are -

hereby declared to be the law of the United States for that por-
tion of the subsoil and seabed of the Outer Continental Shelf, and
artificial islands and fixed structures erected thereon, which would

be within the area of the State if its boundaries were extended
seaward to the outer margin of the Outer Continental Shelf. . . .
The phrase “as of the effective date of this Act’” has been interpreted
to freeze the applicable State law as of August 7, 1953. The Commit-
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tee believes that whenever State law is applied on the Outer Continen-
tal Shelf it should be the law in effect at the time of application. Sec-
tion 209 achieves this by deleting the reference to the effective date of
the OCS Lands Act.

TITLE III. MISCELLANEOUS PROVISIONS

Section 301 directs the Secretary of Transportation to review ap-
propriations and staffing needed to monitor adequately pipelines to
assure that they meet safety standards and to identify needs for new
legislation. It also directs the Interstate Commerce Coommission and
the Secretary of Transportation to report on the adequacy for trans-
portation facilities for OCS oil and gas.

Section 302 directs the Secretary of the Interior to report, to the
Comptroller General and the Congress within 6 months on all shut-
in oil and gas wells and all wells flaring natural gas. The Comptroller
General is to review and evaluate the reasons for allowing the wells
to be shut-in or to flare gas within 6 months after receiving the
Secretary’s report. The Committee is aware that the Secretary and the
Federal Power Commission have collected considerable data on this
subject already, It is not intended that this job should be repeated as
long as the existing reports contain the information needed by the
Comptrolier General.

Section 303 directs the Attorney General to study methods for im-
plementing a uniform Federal law providing liability for damage
from marine oil spills from all sources, including OCS operations,
tankers, and deepwater ports. The Administrative Conference of the
United States and the Office of Technology Assessment are to be
consulted.

The Committee is acutely aware of the need for a comprehensive
Federal statute providing liability for oil spill damage. The Trans-
Alaska Pipeline Act (P.L. 93-158) established special liability rules
and funding for oil which passes through the pipeline and is spilled
from tankers. The Deepwater Ports Act currently under consideration
will establish another set of rules for such ports, as will this Act, for
OCS spills. Legislation for tanker oil spill liability is being drafted
“by the Committee on Commerce. The Committee hopes that one Fed-
eral law can be enacted to cover all these situations. Section 303 is
identical to a provision in the Deepwater Ports bill being reported
jointly by this Committee, and the Committees on Public Works and
Commerce.

Section 804 is a standard severability clause.

VII. Tasvration oF Vores Cast 1n COMMITTER

Pursuant to Section 133(b) of the Legislative Reorganization Act
of 1946, as amended, the following is a tabulation of voters of the
Committee during consideration of S. 3221 :

1. During the Committee’s consideration of S. 3221 a number of
voice votes and formal roll call votes were taken on amendments.
These votes were taken in open markup session and, because they
were previously announced by the Committee in accord with the pro-
visions of Section 133(b), it is not necessary that they be tabulated
in the Committee report.
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2. S. 3221 was ordered favorably reported to the Senate on a roll
call vote of 10 yeas and 5 nays. The vote was as follows:

Jackson—Yea Fannin—Nay
Bible—Yea Hansen—Nay
Church—Yea Hatfield—Yea
Metcalf—Yea Buckley—Nay

Johnston—Yea
Abourezk—Yea
Haskell-—Yea
Nelson—Yea
Metzenbaum—Yea

McClure—Nay
Bartlett—Nay

VIII. Cost EsTIMATES

In accordance with Section 252 (a) of the Legislative Reorganization
Act of 1970 the Committee provides the following estimates of cost :

Enactment of S. 3221 will entail some increase of Federal costs for
more intensive management and inspection of OCS operations. The
Committee believes that these costs should be offset by increased rev-
enues to the government from the increased oil and gas development

on the OCS.
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IX. ExEcuTIVE COMMUNICATIONS

United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

MAY 4 1974
Dear Mr. Chairman:

This réspond.s to your request for the vi- i partm
g ews of this De ent
concerning several bills which deal with the energy resources of the

Outer Continental Sh .
and S. 31851.len oifs 8. 3221, 8. 2762, 5. 2658, 5. 2922, 8. 2389

We recommend that none of these bills be enacted, since appropriate

action wi
ploy n with respect to 0CS energy resources can be taken under existing

‘The bills

development without undue environmental
harm. To carry out this
:ﬁe S;cute.ry.would be required to develop a leasing program apeﬁgii
e size, timing and location of leasing activity that will }:est %
meet energy needs for the ten year period following approval, subJject
::::‘x:tr:::izaﬁon of lezing and receipt of fair market value f‘oz.' ﬁ)ﬁ:phi
. open nomination procedure would be established £
or are
to be leased or excluded from leasing. The bill specifies matters v

The bill would also require the Secret
ary to undertake a or 0CS oi
and gas survey, including geologic investigations and arii.;.ins. ando H

]l.’olicy Act of 1969 except drilling exploratory wells. Persons holding
o(e:g.ses ch:r permits.for oil or gas exploration or development on the
o WO id be required to provide the Secretary with pertinent information
ncerning the area which the lease or permit covers. In addition
’
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the Secretary would be required to carry out a research and development
program to.improve technology related to. development of OCS oil and

_ gas Tresources.

The bill provides for a safety and environmental protection

program which would include (i) safety and environmental :standards for
equipment used in OCS exploration, development and production, (ii)
equipment and performance standards for oil spill cleanup plans and
operations, and (iii) a safety regulation enforcement program which
includes specified Federal inspection of OCS operations. Issuance

and continuance of leases would be conditioned upon compliance with
such regulations. A standard of strict liability for oil spill
damages would be imposed on leaseholders except where damage is caused
by war or the damaged party.

Section 8 of the Outer Continental Shelf Lands Act would be revised

to specify that bidding for OCS leases on a "net profit" basis is allowed,
in addition to bonus bidding, but royalty bidding would be excluded.

The bill would also permit the Secretary to sell Federal royalty

0il by competitive bidding and would prohibit him from continuing

" leases which would otherwise terminate, unless there is a reasonable

assurance of production from such leases within the period of an
extension. Additional provisions are included to assure full
development and maximum production from OCS leases, including a
General Accounting Office audit of shut-in wells, Secretarial uniti-
zation or cooperation or pooling agreements, and review authority
for development plans.

Five percent of OCS revenues would be paid into a newly created Coastal
States Fund, subject to a $200 million per year maximum. The Secretary
would be authorized to make grants from the Fund to coastal States

to ameliorate adverse environmental effects and control secondary

social and economic impacts associated with development of Federal

0CS energy resources. ©Secretarial regulations for administration of

the Fund would include requirements for grant eligibility, with the

proviso that no grant could be made for more than ninety percent of

the cost of activities to be conducted under the grant. The Secretary
would also be authorized to negotiate with a view to developing interim
agreements to permit energy resource development prior to final

Judicial resolution of disputes relating to such resources. The President
would be authorized to establish procedures for resolution of international
or interstate.boundary disputes.
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S. 2858 requires the Secretary to prepare within 6 months of enactment

& leasing schedule of all OCS areas to.be leased in the ensuing five
Years. The schedule must include an assessment of relative hazards to
the environment, or commereial or recreational uses of adjacent ocean
and coastal areas, of operations in each area, compared to the environ-
mental hazard in all other areas under consideration in the leasing
schedule. Broad authority is provided for the Secretary to obtein
information necessary to assist him in making the assessment. Within
the earlier of (1) one year after enactment or (2) promilgation of

the five-year leasing schedule and assessment of environmental hazards,
the Secretary would be prohibited from taking steps to lease any area
until other areas having a lesser hazard to the environment or commercial
or recreational uses have already been leased or the leasing process

for such areas has already begun. New leasing schedules and environmental
assessments would be required at not less than five year intervals.

The bill also would establish a policy of insuring, "through improved
techniques, maximum precautions, and constant use of the best available
technology by well-trained personnel, the safest possible operations

in the Outer Continental Shelf." A number of fixed requirements to
implement this policy are set forth in the bill together with an
elaboration of procedures to be followed in imposing safety requirements.
Additional enforcement provisions and eivil and criminal penalties are
ineluded in the bill. The bill also imposes strict liability for
unlawful oil spills up to $15 million and subject to the defense that
damage resulted from an act of the injured party or an act of war or
government. Liability in excess of $15 million would be subject to
ordinary negligence rules.

S. 2672 creates a Marine Resources Conservation and Development Fund
into which would be paid seventy percent of the revenues from OCS leases
after enactment. Thirty percent of such revenues would be paid to

the coastal state adjacent to the lease to be used for conservation
purposes. The Marine Resources Conservation and Development Fund would
be available to the Secretary of Interior for "broad and varied marine
resources conservation and development programs." A newly established
Advisory Board would be established to assist the Secretary in carrying
out his functions in using the Fund, and Regional Environmental Review
Boards would be established to review the adequacy of provisions of

law and regulations to protect the environment and to monitor enforcement
actions, meke recommendations to the Secretary, and hold public hearings
in connection with administration of the Act.
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5. 2922 would provide that sixty percent of revenues from OCS leases

after enactment would he paid to the adjacent coastal states without
jimitation on use except that (i) rentals, bonuses or revenues other
then royalties shall be included only if necessary to Produce revenues
of $50 million in each state. and (ii) if revenues attributable to a
state in any one year exceed $25 million the share of the excess over
that amount shall be reduced in accordance with a schedule 9f ?ercentages
ranging from 45 down to 10 percent on the excess over $50 million.

S. 2922 also requires the Secretary within one year after enactment

to conduct a comprehensive study and collect all releYant data -on

0CS areas "potentially available for exploration of oil and gas
resources,” but not yet leased pursuant to the Act. No leasing could be
conducted on any area until the study of that area was completed.

On the basis of the study and other specified procedures, 1.;he Secretary
would also be required to designate (i) priority areas having the
greatest potential for development of oil and gas resou:f'ces and the least
risk of environmental damage (ii) areas of critical emrlronmer'lta..l
concern in which leasing should be prohibited. The biZ'Ll speclf.‘les
certain sources from which the Secretary would.gather :'mforma.tlon,
including non-governmental parties. All such 1r.1f‘ormat1c.>n mist be

made available to the public but, unless otherwise provided by iLaw ]
or the Act, individual company data obtained would be kept cor.lf:‘Ldentlal
for one year except as necessary to carry out the bill's prov1510ns:
Public hearings would be required in coastal areas affected by leasing
and the consent of the Governor of any affected coastal state would
also be required.

The bill imposes several additional leasing requirements. The Secretary
must make public sixty days prior to entering into any lease 1':he tgrm
of a lease, the background information obtained for the area in Wh:.Lch
the lease is located, and, upon request, bids and supporting materials.
Special conditions to take the background information into acco\_mt i
could be ifmposed in any lease and specific authority would be given to
allow the Secretary to give preference as to the oil and gas produced
to the area affected by the lease. The bill also requires the Secretary
to impose specified production requirements and to conduct a survey

of 'producing, shut-in' wells.,

S. 2922 also adds a requirement that no lease be issued until the
Federal Trade Commission and the Department of Justice det?rmine that
it will not involve an antitrust law violation. Also required would
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be a Secretarial report with. recommendations for promoting competititon
and maximizing revenues from OCS leasing and a plan for implementing
such recommendations. 'The report would be required. to consider various
bidding systems, measures to. eage entry of new competitors and measures
to increase supply to. independent refiners and distributors.

The Environemntal Protection Agency would be given authority to prescribe
and enforce environmental protection regulations and an Outer Continental
Shelf Operations Advisory Board would be established. The bill would also
require States to prepare a report like the environmental impact statement
which Federal agencies are required to prepare under the National
Environmental Policy Act before construction or development of any kind
is permitted on navigable waters, as defined in section 2(a)(2) of the
Submerged Lands Act. The bill also imposes strict oil discharge
responsibility up to $100 million, subject to certain defenses including
the defense that the discharge was caused by act of war or by negligence
of the damaged party. An Outer Continental Shelf Liability Fund would

be established to pay claims in excess of those recoverable against
private parties (up to $100 million). Owners and operators of vessels
would be liable only up to $1b4 million. The Fund would be constituted
and continually replenished by a five cents per barrel fee imposed on

0CS production.

The bill would also require the Secretary to establish and maintain on
OCS lands a reserve operating capacity for ninety dsys production of
an amount of oil equal to cne-fourth of 1972 crude oil imports.

S. 2380 requires a distribution of OCS revenues from leases after enactment
(1) 50% to. the adjacent coastal state (ii) 25% to other states, and
(11i) 25% to the Federal government. )

S. 318§ specifies a formula for determining Federal OCS revenues in
addition to the cash bonus for each lease executed after enactment.
Under the formula, the Federal government would receive sixty percent
of the well head value of oil and gas produced after deduction of
production and exploration costs. Such costs would be limited to forty
bercent of the well head value of oil and gas produced, except that
the Secretary could allow additional costs associated with secondary
recovery methods. Exploration and production costs could be carried
over from year to year. The Secretary would also be given discretion
to reduce the 60 percent Federal share to 50 percent and to require
that not over 16 2/3 percent of the Federal entitlement be paid in
kind. The Secretary would have authority to prescribe regulations
and lease terms including imposition of rentals.
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piscussion We agree generally with many of the essential obqect::wes

of these bills, but recommend against their enactment at this m..me.

The existing Outer Continental Shelf  Lands Act permits substantial
latitude for adjustment to changing circumstances and our program

for development of the OCS can be fully carried out under the px.'esent
jaw. OSignificant changes in that law could seriously delay achievement
of the degree of national energy independence which we believe is vital.

piscussed more specifically below are some of the more important respects
in which we believe provisios of these bills are either unnecessary or
undesirable.

Scope of leasi rogram Provisions limiting or otherwise modifying the
scope of the OCS leasing program are undesirable. F"or example, "the goal
stated in S. 3221 of leasing all available prospectively productive 0CS
lends by 1985 is unrealistic and implies a rapid rate of developmen‘?
which may involve undesirable environmental or other effects and which
ig far in excess of that presently planned. Our best estimate of the
next appropriate change in the scope of the OCS program is to lease
gome 10 million acres in calendar year 1975. We believe that the rate
of leasing implicit in S. 3221 would dispose of vast OCS acreages
without increasing petroleum exploration and production beyond tha.t.
achieveble under the current program. The current leasing program 1§
sufficiently large that availability of drilling rigs will be the main
limiting constraint rather than availability of unexplored leases.
Conversely, the requirement in S. 2858 that all areas be rz.a.nked by
expected productivity and hazard to environmental, commercial and
recreational factors and be made available for development so thsjut ‘?he
most environmentally safe areas are leased first is unduly rest.;rlctlve.
We lack information and administrative ability to carry out this task,
even if it were desirable to do so. Complying with this bill's
limitations could well result in a moratorium on leasing vitally needed
0CS energy resources.

Furthermore, the CEQ study has concluded that leasing can be carried
out in the areas included in that study if appropriate safety and
envirommental requirements are adhered to in each area. We intend to
require of the industry whatever design criteria and practices are
necessary to meet the CEQ concerns.

In contrast, the present law provides sufficient flexibility for an
appropriate balancing of energy and environmental factors. Our cor'xcern
is to improve the leasing system within the present framework and in
this connection the Department recently has adopted a two-tier system for
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designating tracts to be leased. Under. it industry nominates promising
areas end the public at large is invited to comment or environmental and
other considerations bearing on tract selection. Based on this and its
own indépendent review, the Department then specifies areas to be leased.

A relatéd consideration is the specific study or other requirements
found in several of the bills which are prerequisites to leasing.

8. 2922, for example, requires completion of a very comprehensive study
and also mandates that the consent of adjacent coastal State governors
be obtained prior to leasing. We concur in the need for adequate study
of areas to be leased. Present law adequately provides for this through
the National Environmental Policy Act and the Outer Continental Shelf
Lands Act, and our policy is to expand our capability rapidly for
determining all the facts necessary to a balanced leasing program.

We also agree that consultation with coastal States is appropriate

but requiring consent of their governors is unwise in view of the broader
national aspects of the 0CS program.

Lease offering and conditions - competition and other economic
considerations The OCS Iands Act provide that leasing of OCS lands
shall be by competitive sealed bidding on the basis of a cash

“bonus bid with a fixed royalty on a bid royalty with a fixed bonus,
but in no instance can the royalty be less than 12.5 percent. The
leases are for a five year term. These provisions are sufficiently
flexible for institution of the most desirable alternative leasing
systems to promote competition while serving the public's interest

in receiving a fair return for its resources and using those resources
in the most responsible manner.

Different methods of bidding for OCS leases are under constant
consideration. Bonus bidding has historically been used for Federal
0CS leasing, but the Department is committed to a test royalty bid
offering not later than the September 197h OCS lease sale. Although
this experiment is a royalty bid experiment, we believe that the
information developed will tell us enough about both bonus and royalty
bidding to indicate whether further consideration of other possible
bidding methods is justified. We are also examining the feasibility
of & number of other systems such as profit sharing, installment or
contingency bonus payments.

]
We are opposed to mandating any single system which would result in
a loss of the flexibility which the present Act provides. Imposition,
for example, of the net revenue sharing formula in S. 3185 would be
highly undesirable, even though such a leasing system may have advantages
(as well as disadvantages) compared to other leasing methods.
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We also oppose the provision in 8. 2922 specifically requiring FTC and
Justice Department review and approval of each lease for antitrust law
violations. Normal antitrust inforcement procedures are adequate to
assure compliance with these laws and individual lease reviews would
unduly disrupt the OCS program. In addition, the bill's.requirement
that Interior report on ways to promote competition is unnecessary in
light of our present continuing effort to develop more competitive
leasing system.

Safety and environmental programs. The need for constantly improving our
environmental protection and safety programs is clear and we concur
in the broad obJjective of several of the bills to achieve this end.

The Interior Department is, however, implementing the present OCS Iands
Act in accordance with the National Environmental Policy Act to insure
that these considerations are adequately taken into account. Provisions
such as those contained in S. 2858, S. 2672, S. 2922 and S. 3221 are
unnecessary as the actions are authorized under existing laws. Also
such provisions might be detrimental if transitional problems of ]
complying with their provisions delsy current studies or other actions
we are currently undertaking to improve environmental protection and
other requirements. Moreover, complying with such elaborate procedures
as those mandated in section 4 of S. 2858 (particularly new sections 10
of the Act) could well hinder prompt and balanced development of
environmental and safety requirements. And we oppose specifically the
undersirable fragmentation of responsibility which would result from
assigning safety and environmental regulation responsibility to the
Environemental Protection Agency, as does S. 2922.

The Department is undertaking preparation of a full environmental impact
statement on the new 10 million acre leasing program pursuant to the
National Environmental Policy Act. The Council on Environmental Quality
has recently completed a study of OCS leasing, which includes a number
of recommendations which we believe will improve our administration of
the OCS program. These and other actions will, we submit, appropriately
serve the objective of insuring safety and environmental protection.

Research and Development A strong research and development program is
essential both with respect to energy and environmental aspects of

0CS mineral development. It is, however, being accomplished

under existing law and several provisions in the bills under consideration
might, if enacted, actually adversely affect the R&D effort. Mandating
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a wide range of studies by different agencies, as does S. 3221, may
preclude desirable coordination and executive flexibility. S. 2672 would
channel funds on an arbitrary basis to states and thereby. constitute

an unwise diffusion of R&D efforts, -

Public information and participation in OCS decisions Assuring that

the public has access to information needed to make intelligent decisions
with respect to OCS energy resources and an adequate opportunity to
participate in OCS program decisions is essential. Fqually important

is the desirability of developing a more extensive resource information
base.

The Interior Department presently has the necessary authority to pursue
these objectives. Consultations with industry representatives,
environmentalists and others are presently underway concerning the
advisability of an exploratory program. The present OCS Lands Act
permits the Department to require that permittee furnish us with

data obtained during exploration and we expect to reach conclusions
about what should be done in this regard shortly.

It would not be appropriate to amend the OCS lands Act at this time
to require the development of specific informational programs.

To illustrate, the survey and mapping program required by section
202 of S. 3221 would impact quite heavily and perhaps undesirably
on our OCS program. If enacted, this provision would require that
a survey of OCS oil and gas resources be conducted and that the
Secretary maintain a current series of detailed topographic, geological,
and geophysical maps of and reports ebout the OCS, Maps for all
areas under lease or proposed for leasing prior to July 1, 1977,
would have to be prepared and published prior to July 1, 1976; maps
of areas proposed for leasing after July 1, 1977, would have to

be prepared and published not later than six months prior to the
last day for submitting bids for the areas offered for lease; the
maps of all prospective areas must be prepared and published not
later than ten years after the date of enactment.

Under these provisions a plan for conducting the prescribed survey and
mapping programs would have to be submitted to Congress within six months
after enactment. A progress report to Congress, including a summary of
initial data compiled, would be due within 20 months after enactment,

and progress reports would be required on an annual basis thereafter.
Conducting such an extensive mapping and survey effort would be extremely
difficult, expecially within the time frame set forth, and would not
likely produce results. justifying the effort. Again, our present program
undertaken pursuant to existing authority and modified as needs change,
should be satisfactory.
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Moreover, since the bill's provisions would exempt all actions other than the
drilling of exploratory wells from classification as a major Federal

action for the purposes of Section 102(2)(C) of NEPA, it would seem

that exploratory wells must therefore be considered major Federal actions.
Requiring an EIS could significantly delay the drilling of exploratory wells
that are important to the conduct and completion of the survey and mapping
programs prescribed under S. 3221 and could result in unnecessary delays

in the preparation and publication of the prescribed maps and in the
development of information important to an effective and expeditious leasing
program for OCS lands.

gimilar objections appear in several of the other bills. 8. 2922 imposes
several data gathering requirements in section 3 (adding a new section
15 to the 0CS Lands Act) which are costly and may be virtually impossible
to obtain within the time frame set forth. The impact of the study
requirement is particularly serious because of the bill's requirement
that no leasing be conducted in any area for which the study has not been
completed.

Distribution of OCS revenues Several of the bills (S. 3221,

s. 2672, S. 2922, 5. 2389) would divert revenues from the U.S. Treasury
to adjacent coastal and other states and we oppose such provisions.
Receipts under the Outer Continental Shelf Lands Act from OCS oil and
gas leases belong to the Federal Government and currently make a
substantial contribution to Federal income. If such revenues were
diverted to coastal and other States, as the bills provide, the Federal
Government would need to increase its income from other sources. Also
the bills adopt inflexible allocations of funds to such States without
regard to need or resources.

* % *

To summarize, the bills before the Comittee deal with the major issues
relating to use of the energy resources of the Outer Continental Shelf.

To meet our present energy needs, however, we believe that the present

0CS Lands Act provides a satisfactory framework and that further legislation
such as that before the Committee is undesirable or unnecessary.
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The Office of Management and Budget has advised that there is no
objection to the presentation of this report from the standpoint
of the Administrations's program.

WEMFT M. SAGHEIN, $IASH., CHAIRMAN

PAUL 3. FANNIN, A0,
CLIFFORD b, HANSEN, YO,
MARX O, HATFIELD, OREG,
INSTON, JR., LA, +JAMES L. BUCKLEY, N.Y,
JAMIS A. 1IC CLURE, IDAHO

WSS Ulniled Blafes Senate

WARD M, MITZERSAUN, OHIO
COMMITTEE ON
JEARY T, TLAKLEN, STAFF DIRECTOR INTERIOR AND INSULAR AFFAIRS

WASHINGTON, D.C. 20510

,’/)
Sincerely yours,

ot D, D

Undel Secretary of the Interior

Hon. Henry M. Jackson 20 May 1374
Chairmman, Committee on 12

Interior and Insular Affeirs
United States Senate

Washington, D.C. 20510

The Honorable Joan C, Whitaker
Under Secretary '
Dapartment of the Interior
Wash§ngton, D. C. 20240

Dear Secrestary whitakers

Puring your testimony on May 6 on S, 3221 and other
bills pending before the Subcommittee which would revise
the Outer Continental Shelf Lands Act, you indicatad that
the Department was in “general agreement with many of the
essential objectives of the bills"™ but you reccmmended
against their enactment "at this time”. Y¥Your statemeat
indicated that your recommendation was based on the ba-
lief "that a significant change in that law {OCS Landa
Act) could create seriocus delays in achieving the degree
of energy self-sufficiency for the nation which is no
necessary”. '

In order to help the Subcommittee in its deliberations,
I would appreciate it if you would specify what provisions
of §, 3221 ecould, in your opiniona, “create serious dalays”
and indicate precisely how and why such delays could occur.

In addition to this information, I have a number of
specific guestions which I would like the Degartment to
answer, They ares

1. what is the status of the alternatives foxr Cuter
Coniginental Shelf exploratory prograns which you indicatad
the Department was discussinog with environmental and in-
dustry groups? .
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2. You indicated that the Daepartment had not decided
to conduct profit sharing experiments because there might
b2 a legal challange. Do you object to being given the.
exporess authority to conduct such an axperiment as §, 3221
would provida?

3. You indicated that the Department was establishing
an snvironmental monitoring and/or baseline study program
in the Mississippi-Alabama-Florida area leased recently..
Plzase describe this program in some detail., What is tke
nzture and scope of the information being sought? How
long will the studies be conducted? What lavel of funding
and manpower is allocated to these studies?

4. You indicated that the coastal states have the
right to refuse to allow a pipeline from the Fsderal Outex
Continental Shelf to cross the State owned subgerged lands,
Has the Department Solicitor or the Attorney General made
a2 formal ruling on this question? If so, please furnish
it to tha Committee, If no formal xuling has been made,
what is the basis for your opinion? It appears to me
that your position is inconsistent with thke provisions of
Section 6 of the Submerged Lands Act (43 USC 1314) which
resexves certain rights to the Urited States over the sub=

nerged lands, 5

5. You indicatad that in order to l2aze tan mililion
aures in 1975 a3 directed by the Presidant the Department
would probably offer between 12 and 13 million acres., In
light of tha experiencs in the Department's most recant sale,
whan less than 53% of the avreage offzred was actually leasad,
isn't it likely that the Department might have to offer
twenty million acres in 1975?72 : .

Thank you very much for your cocperation,

Vary truly yours,

Lee Metcalf
Chairman, Subcommittee on
Minerals, Materials and Fuels
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

Wi oy

Honorable Lee Metcalf
Caairman, Subcommittee an
Mw. Materials and Fuels
United States Senate-
Washington, D.C. 20510

Dear Senator Metealf:

:y rzsﬁ:::.:y your letter regarding Under Secretary Whitaker's

N . :ns.mmm-hnmtmnmuguﬁ

ik éam“vh:l:h ind enclosed our comments cu specific provisi

. e;u' could create serious delays in achieving the mm
& self-sufficiency for the nsation which is so necessary

Generally, while mny features of
the bill g
at improviag OCS leasing procedures, there il.

Studies with cbligations to re
suthority to implement f M to Comgress, 1::1:“ reference to

Responses sre also Provided %o the five spesific questions Yyou asked

. -

ovmhuutom-yrutnchtbmthnyonmln.
Biuueuyom.

{Sgd) Ken M. Browa

Ken M. Brown
Legislative Counsel
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Question 1:

What is the status of the alternatives for Outer Continental Shelf
exploratory programs which you indicated the Department was discussing
yith environmental and industry groups?
Anéwer: v
We have had a series of useful discussions with representatives from
industry and environmental organizations. A report summarizing the
various opinions that were expressed during these discussions is enclosed.
After a careful appraisal of the alternativ;a exploratory programs which
had been proposed, we doubt that any one of them would add much to the
10-million acre offshore leasing program planned for 1975. But we have
not completely rejected the option of accelerating offshore activities
by a suitable exploratory program and will closely examine each promising
program that is recommended. We are also pursuing some other measures
whicix will increase the rate of exploration on the Outer Continental Shelf.
The Department is discussing a limited deep stratigraphic drilling program
with an industry group, which would provide geologic information for
several frontier areas. All drilling would take place uider carefully
specified conditions to prevent undue harm to the environment. All infor-
mation would be made available to the Department 30 days after collection,
except for .inf.orma?:ion on environmental hazards or shows of petroleum,
which must be reported .imediately. Data on environmental hazards would be,
and data on shows of petroleum when judged to be significant may be, made
public at once. The Department is also considering a policy of requiring

* that all industry geological and geophysical data should be made available
to the Government. Such data would be released to the public 10 years
after'collc;ction, or 60 days after a‘lease sale, whichever comes soone.r. A

public hearing has been scheduled for the 15th of July for this purpose.
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

.

if}AY 2 '4' 1974

Memorandum .

To.: ‘ Secretary . .
. ‘Under Secretary o : RPN ’

‘Through: Jared G. Carter - . "'

From:  Darfus W. Gaskins, Jr. o .

Subject: ~ OCS - Summary of consultations with Industry and Environmental
) Organizations

We recently met with representatives of the following companies:

Amoco ) Exxon Murphy 01l
Citgo General Crude 011 Phillips
Colurbia Gas Culf Shell
Continental 011 Busky 011 Sun 011
Dow Cheumical Hobil - Texaco

.

and environmental organizations:

Center for Law and Social Policy NBDC

Environmental Policy Center National Wildlife Federation
The Institute of EZcology Sierra Club

National Audubon Sport Fishing Institute

to obtain their views on the alternative exploration programs we had been
considering and on some other matters. Briefly, the programs are:

1. Sale im 1975 in several frontier areas covering a limited number of
--1 leases and requiring unitized explcration.

" 2. Company exploratory drilling on structures through one-year leases

in limited number of frontler areas, followed by a prefercnce lease
if a diacovery is made. All data to be made public.

- Federal exploratory leasing pregram, all da}a being made public

dsmediately,

6.. Federal stratigraphic dtﬂlins progranm, all data being made yublic

1mediate1y.
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This is a sumiary of their answers to the main questions put to the.T

Question 1: Would any of the proposed exploration programs get petroleum

faster than the planned ten million acre two-tier 1eae1‘rg

¢ program?

' There was not a single company which thought that any of the proposed
programs would add ruch to the current tem million acre program. A
typical comment was: "We belicve pre~lease drilling is wholly
unnecessary, would delay the programs, and further would not be very
effective becausa the best structures are usually large and complex, and

. they require a considerable exploration program involving many wells to
define their potential.” We were told repeatedly that a few holes even
when drilled on structure would not condemn an area if they turn out to
be dry and not significantly increase the specd of initial exploration
if shows of hydrocarbon appear. Specific examples noted were:

® About 200 holes were drilled in the North Sea before the first
wmajor oil discovery was made.

®  About 65 holes have been drilled off Mova Scotia without finding

¢ommercial quantities of hydrocarbons.

¢ with the exception of Prudhoe Bay, many unsuccessful holes were
drilled on the Alaskan North Slope.

This is not to say that some companies would not like more information
on frontier OCS basins. One major, e.g., said that 30 holes if drilled
on structure would really give us a lot of information. The Oregon/

" Washington case was cited as an example where a few holes told a lot
gbout that area. And if one of the proposed exploration programs had
to be selected, this company would prefer alternative 1. But they, as
well as all the other companies, would rather proceed under our planned
accelerated leasing program and drill the holes in the course of .
exploring their tracts acquired at regular lease sales,

- One other major company stated a preference if onz of tha programs had
to ba adopted. Their view was that if data must be made public, the

. government may as well drill the wells, and so they opted for alterna-
tive 3. All the other companies, majors and independents, did not
favor any of the proposed programs.

" One independent company was fearful that such exploration programs could
destroy the independents' offshore business since the government may as
a result be selling known oil depoaits. Tauis would favor the integrated
companies and bring in large end users who would simply outbid the
dndependents., The company argued that the independents make their money
.by finding and selling crude oil.

.ment in frontier areas.
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The representatives of the envirommental organizations did n
ot have
very firm opinions on the programs. To the extent that
were stated, they favor Vertesages
" an exploratory drilling program financed and operated by
the government over any company-financed program;

s i delaying the ten million acre leasing program until the
A results of the government exploration program are kmown;

® baselina studies before any’ lease sales take place, or at

least Sefore production begins, followed b
ki B i D ’ Y a comprehensive

Question 2: Would a stratigraphic drilling program in frontier areas
be useful in guiding lcase sales toward the most promising
structures? In particular, are you going to participate
in the stratigraphic program of the “Sun group?”

There was no agreement on the merits of stratigra :

Y phic drilling. Most of
the majors indicated that stratigraphic data would not add mugh to geo=-
physical information. "Stratigrapaie data is of minimal valuc 1f one
has good geophysical data. The latter will indicate where the structures

.are and that's where we will drill." It was apparent that they would

prefer less commonly available information before lease sales rather

than more. As one of them put it, publi
up bid prices. put it, publicly available data just drives

Three of the independent companies argued that strati. h

frontier areas would be quite useful S‘nce we lack deg:z::ch‘::::e:;:
about sedimentary structures. In thecir view, stratigraphic informatiom
can be used to guide lease sales toward the most promising tested
structures. One large independent company would join the Sun group
although they think it is a waste of time and woney, because “the
positive indications doa't prove anything and tha negative indications
don't downgrade expectations.” One of the majoxs stated that they
would join the Sun group rerely to protect themselves, while another
definitely would not. The other companies did not commit themselves.

Question 3: Are there significant advantages, particularly with respect
to rig-years saved, in unitizing the exploration efforts in
frontier areas? : g
Mogt companies were either mildly for or mildly against unitization.
w believed that unitization would result in comsiderable savings in
e ﬁ\umbet of exploratory wells drilled and, given the shortages of rias,
ing pipes, casings, :;;.. significantly increase the rate of develop-
companies, however, would prefer volunta
:: 1:posud unitization, saying that far more voluntary units would exirgt
Unit‘f ‘gcwemnent had not practiced checkerboard leasing in the past.
uo:.s;::.-.u ~¢ viat 0 untail probicas with resvect to atlocazing e:siora-
£8 fairiy anong the participants d i
plan and the drilling :peutor. i : e
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Question 4: ‘hat are your viewa about the Department's planned

The companies, large and small, universally approved of accelerated

leasing.

accelerated leasing program?

Scme stated that the ofl industry has a large spare capacity

_to explore and develop much-more acreage than in the past. Some believed
that the industry can respond to sales of 10-15 million acres per year,
while others suggested smaller numbers. All companies emphasized the
importance of announcing sales frequently and regularly as far into the
futurc as possible; this would make their plonning efforts and those of
their contractors far easier.

" Almost all companies--majors and independents-~took the opportunity to
make the following points:

They like the present bidding system and do not want any
gignificant changes. Except for two independents, no company
likes royalty bidding. The two companies favor some form of
royalty bidding to ease the front money problem. Many of the-
companies prefer to see a general reduction in the level of
bonuses paid, but "although a bonus bidding system has a
front money problem, the other alternatives have worse
disadvantages."

Two of the independent companies stated that a royalty bidding
system would encourage speculative land acquisitions, and
bring in such end users as utilities and airlines who would
simply outbid all but the very largest of the independents.
They favor the current bidding system and a large-scale .
leasing program because ''this would satiate the majors and
leave a lot of good acreage for tne smaller companies.”

Four companies, while acknowledging that such a system would
probably not be feasible in the U.S., stresscd the desirability
of the British system in which tracts are allocated on the basis
of work commitments and fixed profit sharing.

They would like us to establish clear guidelines about our bid

‘rejection system so that all participants know which criteria

are being used. ''Why doesn't the government state the miniraum
bid 1t will accept for each tract in advance of a lease sale?"
Some companies ars quite upset about any bid rejections. 'We
can't understand why you reject bide. After all, we are
bidding in an auction.”

With respect to our proposed ban on joint bidding by the
largest corpanies, soms of the majors
1, wanted to know how we arrived at the cutoff point of
5 billion barrels, and
2. did not think it was desirable to prohibit joint biddin
by tha zmajors. _ .
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One major company surpnested that instead of a ban uéainst
joint biddinp, the government might impose an upper bound
on the number of tracts a company can acquire in any one sale.

All of the independent companies favored joint bidding 'but

“4f joint bidding has to ba lindted, then the largest coupanies

should be prohibited from bidding jofntly."

Bright spot analysis was said to be an important new tool in
geophysical exploration, primarily in locatinz and identifying
gas deposits. "ILrisht spot techniques may increase confidence
to as much as 75 percent on existence of hydrocarbons, but

we still will not know volumes.” .

Although we talked to only a relatively small number of companies, we
believe that we did have a representative sample and that the answers
would not change much if more companies were canvassed. In appraising
the responses of the companies to our questions, we must remember that
they basically are satisfied with the terms and conditions of offshore
leases, and will therefore reject any modifications which are going to
change the famillar pattern of doing business unless the modifications
are clearly in the best interests of the industry. Despite this recog-
nized bias, it is doubtful whether any of the exploration programs which
_had been proposed would add much to our aceelerated leasing propram.
Notwithstanding the somewhat negative attitude of the majors toward the
. Sun 01l stratigraphic drilling program, there is no good reason wiay we
should not approve this project. We are presently examining all aspects
of wnitization and will have a staff paper on this topic in tho near

Darius W. Gaskins, Jr.
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Question 2:

You indicated that the Department had not decided to conduct profit sharing
. experiments because there might-be a legal challenge. Do you object to
being given the expressed authotity to conduct such an experiment as
$.3221 would provide?

Answer: |

At the time of the May 6, ‘ 1974 testimony, the Department was concerned
th‘t a profit ahazing leuing experiment could not be conducted \mder the
existing provisions of the OCS Lands Act without being subject to legal

challenge. We now have a Solicitor's opinion which states that the exist
. Act offers sufficient flexibility to allow a profit sh&iu experiment.
Therefore, as stated earlier under the discussion of delay problems of
$.3221, the Department is attempting to formulate a prt;fit sharing test.
It is expected that the experiment can be held no later than‘ January 1975.
We do not now see a need for specific legislation to grant authority to '

.

conduct such an experiment.
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Question 3:

You indicated that the Department was establishing an environmental
monitoring and/or baseline study program in the Mississippi-Alabama-
Florida area leased recently. Please describe this program in some
detail. What is the nature and scope of the information being sought?
How long will the studies be conducted? What level of funding and man-
power is allocated to these stud:l.es? . [

Ansver: :
In May 1974, a Bureau of Land Hmugmt;- (BLM) contract was signed with
the State University System of Florida In-titute of Oceanography (SUSIO).
The terms of this contract provide for the initial sampling of a baseline
environmental survey of the Outer Coutinental Shelf (OCS) areas that were
leased in the i)ecember 1973, Mississippi-Alabama-Florida lease sale.
Field sampling began in mid-May, and will be completed for :i;is.fizaﬁ '
sample by the end of June after." which t:l.ﬁg iaboraé6f§ anélya:ls will
commence. :

Results of this baseline study will be finalized by March 15,

1975.

Some of the environmental aspects to be studied include: ckgrou

levels of hydrocarbons in water, sediment and organisms; backsnl'mnd levels
of tr-ct metals in water, sediments and organisms; characteristization of
benthic and planktonic communities; description of sediments and relation-
ships between organisms and abiotic parameters;A:t(:andurd oceanographic

* Aelay
~measurements (ie. salinity, temperature, micronutrients, dissolved oxygen).

'lh. aim of the ?rogtam is to mablilh a pre-operational bgseline of those

critiul parmters in the ocs mitoment which may be affected by oil
and gas development activities.

Ly

l'utnr'e measurements to be made on the
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same stations, both inside the leased areas and outside on the control

stations, will provide time series data which can be compared with pre-
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Question 4

You indicated that the coastal states have the right to refuse to allow

a pipeline from the Federal Outer Continental Shelf to cross the State
owned submerged lands. Has the Department Solicitor or the Attorney

! General made a formal ruling on this question? If so, please furnish
changes. it to the Committee. If no formal ruling has been made, what is the
basis for your opinion? It appears to me that your position is incon-
sistent with the provisions of Section:6 of the Submerged Lands Act
(43 USC 1314) which reserves certain rights to the United States over
‘the submerged lands. : :

viously collected 1nfomation'for the purpose of -detetmining':ignlficant

It 1s anticipated that ‘thele baseline/monitoring studies in the MAFLA area

vill continue for at least five years, and will be funded at $10-15 million,
By the end of FY '74 the BIM will have added 9 new staff positions to Ansver:
develop study plans, review proposals, coordinate the efforts of all “ The question of coastal States right to refuse to allow a pipeline from
contractors, oversee contract activity, and liaison with Federal, State, the OCS to cross State owned submerged lands arose during preparation of

and local agencies and institutions. An additional eleven positions will legislation to license deepwater ports on the 0OCS. The Solicitor's

be open in FY '75. No manpower is being added to perform the actual opinion is that coastal States do have the power to restrict pipelines

sampling and analytical work. i et from crossing submerged lands beneath State territorial waters. A copy

. of this opinion, dated September 20, 1973, is attached.
Besides the baseline/monitoring program in the MAFLA area, BIM has request

funds to conduct similar studies in four other OCS areas: The Gulf of 3
Alaska, Southern California, South Texas, and the Atlantic Coast. Study
plans for these four additional areas are in various stages of development,
The National Oceanic and Atmospheric Administration, in conjunction with
the U.S. Geological Survey, the Bureau of Sport Fisheries and Wildlife, and
the Univet;ity of Alaska has submitted a proposal entitled "Envirommental
Assessment of the Nortt’me»tex-u1 Gulf of Alaska-First Year Program." This
Q- s

",pt‘igdy plan represents a first ci:'ep in the assessment of the marine envir

ment in the Gulf of Alaska,

38-333 0 - 74 - 4
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Unfted States Department of the Interior

OFFICE OF THE, g0
LICIT %
. WASHINGTON, pc. 2022)R

“ -

IN REPLY Reren TO: .18 % i .
0oy . . ‘l
e g - ) ) Ji .. v ¢ -
Memorandum S A
i o : i SEP 204 a
' - ' 01873
) Deputy Under Secretary Carter- ‘ : ;
'h'ou; Assistant Solicitor - Lﬁnertls

- Division of Energy ang Resources

The specific question is

Gulf of Mexico ofse
Texas
the Outer Continenta) Shei.?d Florid;) i tetw

Hb Conc.lude that CO&stal States Pres t V' S po wer and th‘t
foz' CODgress to overcqme it wou. slation
en ly ha e thi
ld require new F. edera-l legi 1

The Sl;bmerged Lan
ds Act (43 y,
:::::,1“32 beneath territoiia]s.-:;teszs-slggl;;n
. nNSequently, the coastal States, ang not the
t
2 R} Outer Co -
grants the Federa) G:::n o o e Lo :erggdll'ands
crossiris ) — milemment authority with respect f.:o. i 1331-131‘3)
Zone. A right-_of-wa,y across Stafep;a.:::scan

Although section 30 ;
f the Sub:
grants title to the aced Lands Act (4
Submergeq 1 S J-5C. §a3n)
. ton g ands within the three mile zone to

Lhe coasta) st t
Uni,ted__Stage;- es, sec (43 u.s.c. s 1314) retains for the

Spond to your memorandum of August 14,
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L *" but shall not be deemed to include, proprietary
. 5% " rights of ownershin, or the rights of vanagezent,
B adainistration, lessircg, use, and develorment of
-¢he lands and matural resources which are speci=
T - fieally recoznized, confirmed, established, and
Tun wvested in ard essizned to the respective States
3 . and o%hers by section 3 of this Act." .

" The statutory authority in § 6(a) of the Submerged Lands Act quoted
above does give the United States some authority in the three mils
gone, but a mere retention of rights in, and nowers of regulation
and control of, lands for the constitutiomal purpose of coczerce
does not provide adecuate statutory authority for the exercise of
the rizght of eninent domain to obtain a right-of-way for a pipeline.

T £ird no authority in the Outer Continental Shelf Lands Act to

authorize the Federal Govermment to condemn a right-of-way across
. . Btate lands in order to develop the Federal resources of the Outer
— Continental Shelf. In any event that Act vertains to the resources
' of the United States Outer Continental Skelf and would not eid:end
€0 oil immort2A frem & fivei~n commtry. S5 far the constal States
- hbave been willing to cooporate with Federal lessees and the reed to
acquire rignts-of-way in the face of State opposition has not arisen. .

; iLave ¥ A .4.-)7 S e
PP FAREE S AR L AN S
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Que. i
{n an attempt to lease the ten million acres annually.
stion 5: . l the sales 4
You indicated that in order to lease ten million acres in 1975 as directed

1 reas for leasing
by the President, the Department would probably offer between 12 and 15! To assist the Department in selecting the most promising a: »

million acres. In light of the experience in the Department's most recent
ule, when less than 50 percent of the acreage offered was actually leased,
isn't it likely that the Department might have to offer 20 million acres

s Pederal Register notice of Pebruary 20, 1974, requested industry to

their preference of areas to be offered for leui.ng. The notice

in 19757 ; . . designate
Answer: ' : .1@ asked for a rating of areas based upon- envireonmental concern. A

ort of the responses.to the Federal Register notice is enclosed.

A decline in the amount of acreage leased as compared to the total offered Tep

was not unexpe;:ted by the Department. It was recognized that to maintain
a high level. of leasing, attractive prospects must be selected and offered
for sale. 'l'hii 18 becoming more of a problem because nearly all of the
successful offshore leasing has taken place off Louisiana and East Texas
nm_l the amount of favorable acreage remaining in this area 1s limited.
swly, it was anticipated that industry would be more selective in
their leasing practices and in ;:omitting ava:l:iable capital when they

were aware that plans were being prepared to expand leasing to new areas.

The proposed schedule for leasing ten million acres annually will concen-
trate heavily on leasing in new frontier areas. Moreover, industry has
indicated that they will strongly support initial leasing in new frontier
areas becauge of the potential involved. Therefore, if e.xpansion of leasin
into new areas‘ 1s not delayed because of mﬁronmental or other problems,
it 1s still the belief of the Department that ten million acres can be
leased during 1975 by offering for sale up to 15 million acres. We will,
however, continually monitor the individual lease sales as the accelerated
léihg program progresses. If it appears that the amount of acreage ieas

‘of the total offered doéadecl:l.ne, we will increase the acreage offered in
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

JUL 2 ¢ 1074

Dear Mr, Chairman:

In accordance with.Secretary Morton's July 16 letter on

Print No. 1 of S. 3221, relating to.the energy resourcescz?nt::ee
Outer Continental Shelf (OCS) this letter sets forth the Interior
Department's analysis of Committee Print No. 1 and our position con- -
cerning its major provisions. We previously expressed our views on
8. 3221 as originelly introduced by letter dated May 4, 197k.

We oppose amending the Outer Continental Shelf Ian

ds Acts at this
time, because it would disrupt current efforts to achieve full
utilization of these resources. The specific problems that enactment
of 8, 3221 would cause are discussed below. k

Leasing program. Title II of the bill purports to establis

policy of use of OCS resources and the criteriea for a leasi:gap::g::u
Taken together these provisions are so general for the most part that.
they contribute little or nothing to a sound program. Our present
policy and actions are easily comprehended by these provisions which are
at best unnecessary and st worst confusing and productive of controversy
and litigation. Where these provisions are more specific, they are in
several instances either superfluwous or harmful. We believe it is
undesirable at this time to require development of a ten-year leasing
program as contemplated by the bill, since this would divert scarce funds
and manpower from more pressing matters in the OCS, and other programs
For any leasing program, however, it is standard governmental operntix;g
procedure to prepare at the appropriate time the budget and manpower
estimates called for in new section 18(c) of the OCS Lands Act which the
bill would add (page 6, line 20 through page 7, line 5). New section
18(d) mentions some factors which must be included in the environmental
impact statament on the leasing program. These are factors which obviously
will be included whether or not section 18(d) becomes law, but we oppose
on principle this amendment to the National Environmental Policy Act.

New section 18(e) requires the Secretary of the Interior to establish
procedures for a leasing tract-nomination system—something we have already
done under the present OCS Lands Act, as indicated in our May k letter.

" Moreover, since the bill'
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Likewise, sections 18(f) through (3) would have a minimal practical

effect, except perhaps in two respects. First, section 18(h) requires
the Secretary to review and reapprove the leasing program st least

once each year. This intrusion of executive discretion may, on the

one hand, require needless paperwork and establish an unenforceable
requirement or, on the other hand, compel too much review and reapproval
of leasing programs. Second, section 18(4i) confers broad authority

on the Secretary to obtain information needed to prepare environmental
impact statements with little regard for recently enacted energy data
and information provisioms, the need for 1limiting govermmental authority

or providing appropriate protection of private interests.

0OCS oil and gas survey program. To a large degree the bill's
provisions adding a new section 19 to the OCS ILands. Act (page 9, line 1
through page 11, line 18) are unnecessary, but to the extent they are
likely to have an actual effect, they could impact quite heavily and
perhaps undesirably on our OCS program. The bill would require that a
survey of all OCS oil and gas resources be conducted and that the
Secretary maintain a current series of detailed topographic, geological
and geophysical maps of and reports sbout the 0CS. Maps would be
required no later than six months prior to the last day for submission
of bids for OCS areas scheduled for lease on or after July 1, 1977; and
in no case later than ten years after enactment of all other areas.

Under these provisions a plan for conducting the prescribed survey and
mapping programs would have to be submitted to Congress within six months
after enactment. A progress report to Congress, including a summary of
initial data compiled, would be due within 20 months after enactment,
and progress reports would be required on an annual basis thereafter.
Conducting such an extensive mapping and survey effort would be extremely
difficult, especially within the time frame set forth, and would not
likely produce results justifying the effort. Carrying out the mapping
and survey requirements (including surveys on & spacing no greater

than two kilometers) would require large expenditures of money, possibly
on the order of several billion dollars. Again, our present program
undertaken pursuant to existing authority and modified as needs

change, should be satisfactory. - i

8 provisions would exempt all actions other

than the drilling of exploratory wells from classification as a major
Federal action for the purposes of section 102(2)(C) of the National
Envirommental Policy Act, it would seem that exploratory wells must
.therefore be concidered major Federal actions. Requiring an environmental
impact statement could significantly delay the drilling of exploratory
wells that are important to the conduct and completion of the survey and
mapping programs prescribed wnder S. 3221 and could result in unnecessary
delays in the preparation and publication of the prescribed maps and in
the development of information important to an effective and expeditious

leasing program for OCS lands.
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Research and development. A strong research and development program
with respect to both energy and environmental aspects of OCS mineral
development is being accomplished under existing law. New section 20
of the Act (page 1}, line 20 through page 13, line T7) 18 superfluous.

Bafety. As pointed out in our May 4 letter, a recent 0CS study by
the Council on Environmental Quality has concluded that leasing can
be carried out in OCS areas if appropriate safety and environmental
requirements are adhered to and we intend to require of industry
whatever measures are needed to essure a safe and environmentally
sound program. In this regard, we are meeting the concerns under-
lying the new section 21 which the bill would add to the OCS Lands
Act,’ including ' inspection, accident investigation and reporting
measures

. Liability for oil spills. The Administration currently has under
consideration comprehensive legislation relating to oil spill and
other OCS liability. We recommend that the Committee defer action
in this area until the Administration proposal is developed. The
Council on Environmental Quality has previously commented on new
section 22 (page 15, line 23 through page 17, line 19).

Negotiation with States and boun determinations. New sections 23
and 2h of the OCS Lands Act (page 17, line 20 through page 18, line 8)
provide no new authority for the Executive Branch and merely call

for actions pertaining to the matters with which we are already

dealing. -

Coastal State Fund. We are opposed to provisions of the bill which
would create & new program of grants to adjacent coastal States and
thereby divert revenues from the U.S. Treasury. Receipts under the
OCS Lands Act from OCS oil and gas leases belong to the Federal
Government and curently make a substantial contribution to Federal
income. If such revenues were diverted to coastal States, as new
Section 25 of the Act would provide (page 18, line 10 through page
» line 20), the Federal Government would need to increase its income
- from other sources. In effect, the bill increases Federal expenditures
outside the normal budget and appropriation process, which is both bad
managment and inflationary. It results in an inflexible allocation
of funds to such States without regard to need or resources and also

fractionates efforts to address the envirommental, social and enconmic K

problems of OCS energy _davalomt.
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Lease terms. The provisions of the present OCS Lands Act are

Sofficiently flexible for institution of the most desirsble alternative

leasing systems to promote: competition while serving the public's
interest in receiving a fair return for its resources and using
those resources in the most responsible manner. Different methods
of bidding for OCS leases are under constant consideration. Bonus
bidding has historically been used for Federal OCS leasing, but the
Department is comnnitted to a test royalty bid offering not later than
the September 1974 OCS lease sale. Although this experiment is a
royalty. bid experiment, we believe that the information developed
will tell us enough about both. bonus and royalty bidding to indicate
whether further considerstion of other possible bidding methods is
justified. We are also examining the feasibility of a number of
other systems such as profit sharing, installment or contingency
bonus peyments We are opposed to mandating any. single system which
would result in a loss of the f.l.exibilitv vhich the present Act

provides.

. of the bill would revise setion 8 of the OCS Iands Act:
::e:::::iﬁathat bidding for OCS leases on a "net profit" basis is
allowed, in addition to bonus bidding, but royalty bidding would be
excluded. The Committee Print modified the original bill to specify
that not less than 30% of net profit must be paid to the United States,
instead of requiring a 55% payment. Section 204 of the bill would
also permit the Secretary to sell Federal royalty oil by competitive
bidding and would prohibit him from continuing leases which would
otherwise terminate, unless there is a reasonsble assurance of pro- .
duction from such leases within the period of an extension. Additional
provisions are included in section 206 to assure full development and
maximm production from OCS leases, Secretarial unitization or coopera-
tion or pooling agreements, and review authority for development plans.
In our view "net profit" bidding is permitted under the present Act
subject to certain non-objectionable limitations. We are continuing
to: evaluate the desirability of "net profit" and other forms of

bidding. °
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Miscellaneous. Sections 301 and 302 of the bill require several
investigations and studies as to.which attention is already being
directed. The authority conferred is redundant and poses the
potential of confusing current authorities and efforts.

In regard to section 302, we have been studying and monitoring shut-in
and flaring wells under the OCS lands Act and have furnished information
to: the congress on this subject.

Sincerely yours,

L'._'M Secfetary of the Inter

_Honorable Henry M. Jackson-
Chairman, Committee on
Interior and Insular Affairs
United States Senate
Washington, D.C. 20510 .
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STATEMENT OF THE HONORABLE RUSSELL W. PETERSON,
CHAIRMAN, COUNCIL ON ENVIRONMENTAL QUALITY
BEFORE THE SUBCOMMITTEE ON MINERALS, MATERIALS,
AND FUELS OF THE SENATE COMMITTEE ON
INTERIOR AND INSULAR AFFAIRS

May 10, 1974
Mr. Chairman and Members of the Committee:

I am pleased to appear here today to discuss the
study on Outer Continental S;Aelf oil and gas which the
Council on Environmental Quality has recently completed and
how that study relates to the 1egislation on this subject
pending before the C.ommittee. .

On April 18, 1974, the Council submitted to the
President the results of a one-year study which had been
prepared at his request. Although we have made the report
OCS OIL AND GAS - AN ENVIRONMENTAL ASSESSMENT available to
the committee, I would like to submit a copy of the report
for the record. | .

In my April 24, 1974 testimony before the Senate
Commerce Committee's hearings on-National Oceans Policy, I
summarized the findings and recommendations of CEQ's report.
I understand that the Committee on Interior and Insular
Affairs is participating in that study so there is no need

for me to repeat that summary here. I have attached a
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summary of detailed flndlngs of CEQ's Study to my statement

for the record

This report was intended to advise the President on

the relative risks of 0il and gas development in the

_ Atlantic ang Gulf of Alaska outer continental shelves (ocs)
and to suggest ways .in which the risks can be minimized or
bPrevented.

To carry out this assessment, the Council undertoock
studies in a number of areas. Both offshore and onshore
impacts of oil spills and discharges and of other 0OCS-related
activities were studied. Statistical analyses of oil
spill data were performed to identify specific problem
areas. The movement of oil in the oceans was determined
using computer modeling techniques. The ability of ocs
technology and practlces to perform safely under hostile weather
and seismic condltlons was assessed. Estimates _of potential
011 and gas resources which may be found in the various -~
OCS areas were reviewed. The potential benefits of OCs
0il and gas production from those areas in sat&sfying
regional energy demand were investigated. Finally, the
effectiveness of Federal regulatory and enforcement Processes

and the broader issues of intergovernmental coordination and

Planning were eXamined,

—
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‘ i the
As a result of the study, the Council developed
s .
i i , ranging
following ranking of relative environmental risks, . g
° .
i i il and
£ lowest to highest, associated with potential oi
rom

.
gas Ope!athllS in the Atlantic and Gulf of Alaska outer

continental shelves:

g . 5
= Eastern Georges Bank (East of 68° ?,3EESN% ;gg 9;
& Southern Baltimore Canyon (South o ;

. 4
= Western Georges Bank (West of 68° Wé7fbing §2d5°)
* Central Baltimore Canyon (Between ; g

N; EDS 6,7, and 8)

NE 5
S Northern Baltimore Canyon (North of 32.?; ?é Eg:d 14)
2 Southeast Georgia'Embaymen; (BDS. 10,11,12;13,

9
* Western Gulf of Alaska (West of 150: W; ig: I,§,3and )
e Eastern Gulf of Alaska (East of 150° W; Py o
4,5, and 6).

-V : . 3 in
The hypothetical development locations are identified
e

Figures 1 and 2 which are attached.

The ranking is CEQ's best estimate of the overall

g +H an
elatl . COas tal v and um.
relative degree of risk to the marine

environment; it is based on an integratiom of.the study's
findings with respect to the effects of development onshore
as well as of oil spills offshore, incidence of severe
weather and seismic phenomena in potential development

ogy .| i ional
areas the state of technol . and pro ections of reg
. g :

energy needs.
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The Council also concluded éhat the Federal Government

must be guided by and committed to a set of essential principle:

in choosing areas to lease.and in administering environ-

mentally safe offshore operations.

Now I would like to turn to the relationship between

the CEQ study and the legislation pending before the

Committee. As Under Secretary Whitaker indicated before

the Committee on May 6, the Administration recommends

against enactment of the bills before the Committee at

this time. The Council agfees with many of the objectives

of the bills, recognizing as they do the need for

environmental protection of our marine, coastal, and onshore

resources. It does not appear necessary or desirable,
however, to enact these pills in order to ensure that the

environmental risks of OCS oil and gas operations be made

acceptable.
: Progress has been made by the offshore oil and gas
industry in improving technology and work practices since
1969 Santa Barbara accident. In addition, more stringent

Federal regulations for OCS operations have been issued and

enforcement of these regulations has been strengthened.
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Santa Barbara, it is argued by some, was a critical
step in catalyzing general publié reaction to the many
environmental problem§ we face. Although the Outer
Continental Shelf Lands Act of 1953 was passed long before
the environmental awareness of the past few years, the Act
has effectively been "amended" by recent legislation. .The

National Environmental Policy Act of 1969 sponéored by this

Committee and three 1972 laws -- the Coastal Zone Management
Act, the Federal Water Pollution Control Act Amendments,

and the Marine Protection, Research anq Sanctuaries Act --
havé required incorporation of more responsive environ-

mental objectives, procedures, and practices into the

~administration of the Outer Continental Shelf Lands Act.

The CEQ study found that consistent application of
several guiding principles in OCS leasing and development
can significantly reduce the risk to every element of the
environment. These principles which interpret and amplify
principles implicit in the environmental 1egisl;tion
recently enacted include:

2 Exploration and development of.the OCS must take

place under a policy which puts very high priority
on environmental protection.
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L The location and phasing of OCS leasing should be
designed to achieve the energy supply objectives
of the leasing program at minimum environmental
risk. :

° The best commercially available technology must
be used to minimize environmental risks in new
OCS areas.

X ¢ Regulatory authorities available to Federal agencies
must be fully implemented and requirements strictly
enforced to minimize environmental risks in new

OCS areas.

L4 Planning at all phases of OCS oil and gas operations
must respect the dynamic relationship between
initial Federal leasing decisions and subsequent
state and local community action. The states and
the communities affected must be given complete
information as early as possible so that planning
can precede and channel the inevitable development
pressures. Experience must be continuously
integrated into the management process.

The Council strongly encourages the Department of

_ Interior and other Federal agencies with responsibilities

in the OCS to fully consider thesegﬁrinciﬁleé in their
policies and program.

I would now like tolcomment on some of the specific
;rovisions in the proposed bills and point out sections of

our report relating to the provisions.

Leasing Program Goals

Two findings of the CEQ study strongly emphasize the
need for a well-planned leasing OCS program. First, the

significant differences in relative envirommental risks among
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the several OCS areas we stugied'strongly recommends that
these differences be fully recognized in the evolution of

an OCS leasing program. Second,'the recent revision of

oil and natural gas resource estimates to lower values adds to

the growing recognition that we must plan now to use our

limited petroleum resources more carefully in -the future.

For any type of resource development, the risks and costs must

be balanced with the benefits to be gained. The Council
believes that when the risk of developing OCS oil and gas =--
based on our current state of knowledge and technology -- is

greater than that of an available altérnative. then we
should not move ahead until we know more and can do better.

Most of the bills before this Committee do recogniz; the

" need to incorporate environmental factors into our OCS leasing

goals. Some place more emphasis on avoidance of oil and gas

operations in environmentally hazardous OCS areas than

.othgrs. Some seem to place primary emphasis on accelerated

development of the OCS with environmental protection added as

an afterthought.

38-533 0 -74-5
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The Council strongly recommends a balanced approach --
one where measures for expandedvenergy supply are balanced
with measures for environmental.protection. If the risk
from OCS development is acceptable, the Council believes
that we should proceeﬂ with caugion and with a commitment
. to prevent or minimize daﬁaée:

Our recommendations to the President and the affected
Federal agencies were designed to bring about such a
_halince. This ﬁalance can be accomplished within the
existing iegislative framework. We will be working with the
Department: of Interior and other Federal agencies to éee
that it is achieved.
Alternative Leasing Arrangements
The Council did not conduct a detailed study of alternati
0CS leasing arrangements. During the seven public hearinés

which we conducted last September and October, we heard

testimony from a number of witnesses on a number of proposed

modifications to the existing leasing system. In our
analyses we could not identify significant differences in
‘ environmental effects resulting from different leasing
arrangements. Therefore we felt that, while consideration
of these issues in the evolution of natiopal energy policy

is essential, they did fall outside of the scope of our

mandate.
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CEQ is working with the Déphrtment of Interior and
other Federal agencies to determine if there are enQiron-
mental benéfits and costs which derive. from specific features
of alternative leasing arrangements and, if negative impscts

3 1 y
may occur, how they can be kept at acceptable levels.

Pederal OCS Responsibility

In OCS OIL AND GAS - AN ENVIRONMENTAL ASSESSMENT,
we pointed out that in the past the industry has in effect
d&términed the information needs for OCS leasing. We
indicated that

"Industry's incentives, however, are
not always sufficient to generate all
the data necessary for effective environ-
mental regulation. Prior to a lease sale,
industry understandably concentrates on
obtaining and analyzing data that locate
petroleum deposits. The unavailability of
high-resolution seismic data to USGS before
completing the final environmental impact
statement is due in part to the fact that
the companies have little economic
incentive to acquire such costly data until
after tracts are finally selected. After
the lease sale, moreover, there is little
economic incentive for industry to acquire
data solely for assessment of environmental
risks.

Numerous suggestions have been made in wvarious studies

. and in our public hearings for making more information and

analyses available to the Government and public .
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In our report, the Council recommended that the

studies of seismic and bottom conditions soon.to ‘be-

Department of the Interior determine the kinds of information { 2

andertaken in the Gulf of Alaska by the U.S. Geological

and analyses necessary for adequate assessment of environmental B i

Survey are directly responsive to the Council's .concern

factors at all stages of leasing and development. The Depart=- .
- with the potential impacts of geological hazards on offshore

ment should take appropriate measures to obtain such infor- :

" ia o

méﬁion} including acquisition and analysis of high-resolution,

operations in that area.

near-surface seismic reflection data for the purpose of

Adeghia echnplo and Practices

determining the nature and magnitude of geologic hazards As I stated above, the offshore oil and gas industry

REIE CO ERCRBRMRL 1%, and Federal regulatory agencies have made real progress in

The Council also recommends that the Department of However, our report has found that

the past several years.

Interior consider the competitive coﬂsequences, at different th frontier OCS regions would confront

operations in bo

stages in the process, of requiring disclosure of certain harsher conditions than have been previously faced in

industry data and analyses. The department should weigh other United States offshore areas and that conditions in

those consequences against the benefits to be obtained and the Gulf of Alaska are more severe than the industry has yet

develop standards for governing such disc;OSure. In making }ienced anywhere in the world.

that balance, it should consider particularly the need Storm conditions in parts of the Atlantic may be more

for informed public participation in the NEPA process. re than in the Gulf of Alaska or the North Sea. Average

seve -

As Under Secretary Whitaker pointed out on Monday, the weather conditions generally will be worse, though, in the

OCS Lands Act allows the Department of ;nteriof to require GalE of Aiaska.

lessees to provide the Secretary with copies of all data
cbtained during exploration. The Department will soon
publish proposed rulemaking on this matter in the Federal

Register.
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. Earthquakes and tidal waves also present serious
problems in the Gulf of Alaska with large (Richter magnitude 7)
earthquakes expected every 3 to 5 years and giant (ﬁichter
m&gnitude 8) earthquakes expected every 25 years in the
area where oil and gas develophent has been proposed.

Based on our evaluation of OCS technology to meet
the conditions which would be confronted, the Council made

a number of recommendations to the Federal agencies responsib

for establishing standards and procedures for OCS operations.

The recommendations are grQuped in three major .
areas -- improved consideration of the human element in
0CS equipment design and operating practices, improved
technology to meet the harsher conditions of the Atlantic

and Gulf of Alaska 0CS, and improved technology and

practices to minimize the impacts in virgin OCS areas. The
specific recommendations are detailed in the attached

summary. The Council believes that adoption of these

recommendations would substantially geduce the risk of

operations in the new 0CS areas.
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The Council recognizes the important role of research
and development in bringing inte use more enviro;mentally
protective 0OCS technoloéies. We have purposely called for
the development of performance requirements which will
encourage the development and early adoptlon of safer equlp-
ment and facilities, rather than lock the industry into a

v
Specifically, we have called for the

static technology.
use of the best commercially available tecﬁnology in critical
ocs operation and, and at the same time, we encourage the
industry to do better.: l ;

The techno;ogy assessment and technical recommendations

in our report cover most of the research and development topics

identified in S.3221.

The Council feels that its recommended actions can
be accomplished under the existing legislative framework.
If technology R&D and performance testing are required in
carrying out the recommendations as we anticipate they
will, then we believe that the industry should £ear the
cost of the R&D with the Federal government conducting
independent evaluation of equipmeht and facility

performance.




72

0il Spill Liability 3

In its assessment of oil sp111 liability coverage,

the Council found that there was no private party recovery

under Federal law for'pollution damage from non-vessel or
non-oil-vessel pollution sources. Interior Depﬁrbmeﬁt
regulations issued under the OCS Lands Act make lessees
financially responsible for total removal of pollution
from drilling and productibn operations. If the lessee
does not take necessary cleanup measures, the Geological
éurvey's area supervisor is authorizea to do so at the
lessee's expense.

Similarly, the Federal Water Pollution Control Act
‘- prohibits certain discharges of oil and hazardous sub-
stances and authorizes Federal Government cleanup at the

operator's expense unless the operator does so properly.

These provisions do not apply, however, to offshore

facilities beyond 3 miles of the coast or to any pollution

damage beyond 12 miles.
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At least three states_-—.Maine, Massachusetts, and
Florida =-- have‘enacted legislation providing for oil
pollution liability. Unlike the Federal measures, all
three allow private parties recovery for pollution damage
within state jurisdiction F iy within 3 miles of the
But most states have not provided for oil spill

coast) .
liability. Although additional state action may be useful,
the Council felieves economic and administrative con-
siderations in ensuring adequate compensation and financially
responsible defendants make uniformity desirable.

The Council in_its report recommended that a compre-

hensive Federal liability system for OCS-related oil

spill cleanup and damages be established through new

legislation. CEQ believes the Federal Government should
carefully consider the full economic and environmental.
implications of various types of liability ~- fault or no-

.

fault -~ and various means of ensuring adequate compensation
such as liability insurance for operators or a revolving
fund financed through charges on operators. The Trans-

Alaska Pipeline Authorization Act is one precedent which

certainly bears close study.
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Because of the scope of the oil spill liability issue : . ;
: : First, such a provision provides a
clear channel for

and the inadvisability of dealin with the complex subject 5 2 . .
Y g P J remedying violations. Second, such a provision can serve

jecemeal, the Council does not believe that it is necessar &5 3
P Y to improve administrative effectiveness in developing

or advisable to amend.the 0CS Lands Act to add a liability regulations and ensuring compliance by keeping Federal

section. The Administration is now studyin the liability iss <
ying Y regulators on their toes. Third, citizen suit provisions

in a broad context and will carefully assess the merits of ‘
Y would reduce challenges based on complicated legal theories

alternative approaches including the possibility of compre- Other Federal agencies are opposed t iti
©o citizen suit

hensive Federal liability le islation to cover oil pollution 5 42
: Y g P provisions because they believe that citizen suits could

from vessels as well as from offshore oil operations.
P : lead to unacceptable delays in accelerating leasing and

Citizen Suit development in the Outer Continental Shelf. Some bélieve

s ¥ at there are 3
The Council's report stated that citizen suit B currently available means for legal redress

sz ; : d there is no n : .
provisions, which allow interested persons to sue to remedy = © need to broaden the basis of standing to

. £ £ L5 sue to enforce OC i
violation of Federal regulations or permit conditions, can S regulations.

provide a useful compliance mechanism. The Council 0CS Revenue Sharin

recommended that the Secretary of the Interior seek the The Cé A
uncil's report did not address the i
X e issue of 0OCS
establishment of such a right under the OCS Lands Act. B s ¥3 0. ‘We 18 recbonize the oritioel o
nee or

.

As you know, the Administration opposes amending the close cooperation between the Federal Government d th
- an e

OCS Lands Act at this time. This position includes the coastal states to minimize the adverse impacts of h
imp of onshore
citizen suit provision. The Council, howsver, believes development induced by OCS oil and ga
s operations. The

that a citizen suit provision is a beneficial feature for Council recommend

ed expanded use of the NEPA
k process and
éeyeral reasons. the Coastal Zone Management Act and future use of a land use
planning act as three mechanisms for facilitating the

required coordination.
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The Coastal Zone Managﬁent Act may be the best
mechanism for routing Federal assistance to the ;tates to
undertake advanced planning for onshore development. In
addition, as our report points out,states can strengthen
their coastal zone management programs by developing
special technical expertise on ali phases of OCS develop-~
ment and its Pnshore and offsho?e impacts. Funding for such
efforts can come from general revenue sharing, specialized
Federal assistance, or increased tax and other economic
benefits acecruing from onsﬁore deQeIopmenh.‘

The Council hopes that its report and the companion
volumes detailing the study of onshore impacts can ﬁe of
assistance to states and local communities in anticipating
planning needs. Through long-range and dynamic planning,
we believe that states and local coﬁmﬁnities can avoid
unbearable sudden increases in planning and
implementation costs.

Summary

The Council believes that these hearings are very
us;ful in opening for public scrutiny the important public
policy questions surrounding the development of OCS resources.
I hope that this discussion of the relationship between
our report and the bills pending before the Committee

has been of assistance.

. Probability and Fate of 0il Spills
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Summary of Specific Findings

A comprehensive analysis of oil spill data for
offshore platforms, pipelines, and tankers was performed
by ECO, Inc., and the Massachusetts Institute of Technology.
This analysis indicated that, for a given size of oil field,

_oil spills are highly likely during the life of an oil field.

For example, if a medium sized field (two billion barrels
in place) is discovered and produced, it is likely that one
large platform spill (OVeF 1,000 barrels) and either one
large pipeline spill if pipeline transportation is used or
nearly two large tanker spills if tanker transportation is
used will occur during the life of the field. More spills
would likely occur in large fields:; fewer spills would
occur in smaller fields. Smaller spills are likely to
occur more freguently, €.g., although during the life of

a medium-sized field only one large platform spill is
likely to occur, over -33,000 barrels -- mostly from small
spills -- are likely to be released from platforms

during the same period.

The potential impacts of OCS operaticms on the ocean
and coastal environment depends in part on where oil
released in the ocean travels and how it weathers. The
movement of oil spilled into the ocean was determined by
the Massachusetts Institute of Technology using computer
modeling techniques. This model calculates the probability
of oil coming ashore from hypothetical oil and gas resource
locations (see section on OCS Resources) and, to test the -
sensitivity of results to specific spill location, from
various points closer to and farther from the coast. Wind
and current data are used so results could be presented in
terms of the percentage of the time that an oil spill would
beach during the "best" and "worst" seasons. For all sites
considered, spring and summer tend to be the worst seasons.
The results of the modeling for the Atlantic are presented
in Table 6-1. Similar results are given in the report for
the Gulf of Alaska.

The results presented below are based on hypothetical
0il spills released from platforms, pivelines, and tankers
in or near potential oil fields. Further, it is assumed, in
these examples, that oil spill contaizment and cleanup
systems are not deployed to mitigate the impact of the spills.
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For the Georges Bank area, the probability of oil
spills reaching shore from the hypothetical sites in the

eastern Bank (EDS 1'and 2) is low -- 15 to 20 percent in spring

the worst season. Closer to shore in the western Bank
(EDS 3 and 4) the probability reaches 35 to 50 percent in
the spring.

For the Baltimdre Canyon area, the probability of oil
beaching varies widely. 1In the southern part of the area
(EDS 9), the probability is nearly zero in all seasons.

In the central part (EDS 6,7,and 8), it reaches 20 percent.
in the spriﬁg. In the northgrn part (northof EDS 5), i
it increased’ dramatically as the release site was
moved closer to Long Island, especially during the summer.
At the site 50 miles from shore, the probability is only 10
percent; at 25 miles it has increased to 75 percent, and at 10
miles it has risen to 95-100 percent.

For the Southeast Georgia Embayment, a similar pattern
was found for oil releases from all sites -- in the spring,
there is a 95-100 percent probability of oil reaching shore
from all of the sites.

Two different patterns of oil spill behavior emerged
in the Gulf of Alaska. In the western Gulf (ADS 7,8, and 9),
the probability of oil coming ashore was relatively low —--
5 to 10 percent in summer, the worst season, except for

release sites near to shore in the vicinity of ADS 7.

During other seasons, the probability of oil going ashore
from these sites is near zero. In the eastern Gulf, however,
the probability is 95-100 percent in the summer for all sites
and 40-75 percent even in winter, the best season. »

Because of uncertainty in wind and current data, these
modeling results should not be interpreted as exact
predictions of the movement of o0il in the marine areas
studied. The results do indicate reliable trends which are
adequate for identifying problem areas. The computer modeli
does not consider the use of o0il spill containment and clean-=
up equipment. :

79

offshore Impacts of OCS Development

The Council found that significant adverse ecological
impacts can result from accidental oil spills, continuous
discharges of oil from platforms and ships, and construction
activities. Significant impacts can be mitigated or
eliminated, however, by proper siting, stringent environmental
controls; careful construction and operation, and adequate
paseline studies and monitoring to identify areas to be
avoided and additional measures needed.

The study found that there are two major types of
causes of impacts on marine and coastal biology. There
are transient causes such as (a) impacts of oil spills,
and (b) impacts of platform construction and pipelaying.
Equally important, though, are operational causes such as
(a) discharge of oil from platforms; (b) discharge of
drilling muds, cuttings, etc., and (c) discharge of oily
ballast from tankers.

To analyze the ecological effects of oil spills and
discharges and construction activities, CEQ contracted the
Massachusetts Institute of Technology. In predicting the
impact of oil spjlls and discharges on marine organisms,
MIT considered both initial impacts and population
recovery. Five types of effects were identified -- direct
lethal toxicity, sublethal effects, coating, tainting,
and habitat changes.

An important consideration is the persistence ot oit
in the marine or coastal environment. Although previous
estimates of oil persistence in different environments
have not been based on careful, quantitative analysis,
they do indicate that oil probably persists much longer
in salt marshes with soft sediments (up to 10 years) than . =«
on rocky shores or coarse sediments (a few months). The
degradation and weathering of the oil depends on a .
number of factors such as temperature, turbulence, sunlight,
etc. It does appear that oil would persist longer in the
Gulf of Alaska than in the Atlantic.

The study found that oil spills can be a "considerable
potential threat" to breeding flocks or other aggregations
of birds, Birds are most susceptible to coating with oil
which increases heat losses from the body and often leads to
death because of exposure. Both Atlantic and Gulf of
Alaska coastal areas provide wintering, breeding, and
feeding grounds for thousands of species of birds. In the
Gulf of Alaska, over 200 species are found along the coast,
including whole populations of some species such as the
endangered Dusky Canada goose.
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3 i11s and discharges can s
" MIT fgindsggat finfish and she}lf%sh in the.larval staz§ztions'
are particularly susceptible if oil,even at low concen

enters spawning Or nursery areas. The Pres::;:vziroii can
also inhibit or prevent homing or spawning s sl

anadromous species such as salmon. ?he repoi st
a number of potentially threatened fish species 1

the potential OCS areas. ; 72

_ The study discusses recovery fro? the effect? o: oil
spills and concludes that some piological pOpulp.lgn ;a
inclﬁding some species‘of birds and anadromous f;s 's i{l
require many years to recover from the results of a sp .
: ~-s can threaten not only biologically productive

S hes but also beaches and

coastal wetlands and salt mars
recreational areas. “eos

-

Effects of pipeline constructiog Fhrough coastal witlands
were also considered. “Measures to m:.nlmiz? the ph}fr51fa S
and biological impacts were suggestgd; avgldance 2ec§;§2nded;
corridors in environmzntally sensitive aréeas was

To support the study of the bi?logical effects ofug;ié
environmental resource inventorie§ }n the 0?5 areas.z;
were compiled and assessed. Providing the xnven;o;:ine
to MIT were the Research Institute of the Gulf of Mai
(TRIGOM), the University of Rhode Island, the Yirgxyta o
Institute of Marine Sciences (VIMS) and the Unlvers; ys
Alaska. Many important data were not available suc r?ous
data on species life histories, ?ffe?ts of.oil atdvf\:w‘merc;.La.,1
stages in the life cycles, and wildlife, bird, an 0
fisheries, especially for the Gulf of Alaska.

n also threaten fish populat}pns
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" Onshore Impacts of OCS Development

The Council found that there were two major causes
of onshore impacts induced by OCS oil and gas operations
in coastal communities: construction and service for
offshore operations, and industrialization based on the
landing of the o0il and gas (oil storage and refining,
gas process, and petrochemical processing). The induced

" onshore activities can have both positive and negative

effects on the coastal communities affected. These effects
include demographic, economic (jobs and value of output),
physical (water demand, electrical requirements, houses .
and offices), social (schools, hospitals, police, etc.),
and environmental (air and water pollution, solid waste
disposal, land use) .

The nature and magnitude of the impacts depend on
many factors ~- the level and location of OCS oil and gas
production, the nature of the area where induced develop-
ment is located, the.extent of state and local planning
efforts to cope with the development. Based upon a number
of necessary assumptions which are described in the report,
the Council analyzed the impacts upon
sample areas along the Atlantic, the Gulf of Alaska, and
the west coast. 1In particular, four sample areas were
chosen along the Atlantic: Bristol county, Mass.: Cape
May and Cumberland Counties, N.J.; Charleston, S.C., and
Jacksonville, Fla. Two areas -~ Cordova and Valdez -- were
chosen in Alaska and two -- Puget Sound and San Francisco --
were chosen on the west coast. -

In general, the Council found that local impacts were*
much more substantial than regional impacts. Economic impacts
range widely. For example, by the year 2000, as many as
75,000 jobs could be created in the Charleston sample area
while only 20,000 could be created in Bristol County, Mass.,
assuming high levels of OCS production. Significant shifts
in the size and nature of the local population could occur
from larger economic impacts. The areas studied in Alaska
and Charleston, S.C, could be subjected to gr:ater eccnomic

. and demographic impacts as a result of OCS-related activitiecs.

38-533 O - 74 -6
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The study indicates that impacts on the social
jnfrastructure of the sample areas may be signifzca§t.
The demand for services -- hospitals, schools, ho?s§ng,
sewage treatment, and public utilities --

The sample areas with greatest
san Francisco and Southern New
14 also have significant

transportation,
may be difficult to meet.
water supply problems are
" Jersey, although Charleston weu

problems.

1and suitable for primary industrial development
appears adequate along the Atlantic. Such la?d may not
be widely available in the Alaskan, San Francxsco: and
Puget Sound areas because of environmental, locatxona},
and topographical constraints. Even along the Atlantic,
‘wetlands, national parks and seashores, and coastal
recreational areas significantly reduce the land avail-
able for both primary industrial and general develorment.
Without careful planning and controls, land development
could significantly impact wetlands, parks, and recre-
ational areas as well as destroy important pristeen

ecosystems.

The study indicated that air and water pollution are not
generally expected to be significant because of increased
use of emission and effluent control fechnologies. In
selected locations, hydrocarbon emissions and BOD levels
may rise due to concentration of refineries and petrochemical
industries. In these areas, decreased hydrocarbon emissions
as a result of auto emission controls would be offset by
new sources of hydrocarbons, especially from refineries.
Where significant increases in population are anticipated,.
as in Charleston, auto emissions may also be a factor.
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Status of Technology

The Council found that the performance of the offshore
oil and gas industry has improved substantially since

Santa Barbara,

In addition, more stringent Federal regulations

for OCS operations have been issued and Federal enforcement
9f these regulations has been strengthened.

.

Operations in the two frontier OCS areas, however, will

confront harsher conditions than have been previously faced
in other areas. The study points out that storm conditions
in parts of the Atlantic may be more severe than in the
Gulf of Alaska or the North Sea. Weather conditions
generally will be worse, though, in the 'Gulf of Alaska.
Earthquakes and ‘tidal waves also present serious 2
problems in the Gulf of Alaska with large (Richter

‘magnitude 7) earthquakes expected every 3 to 5 years and

giant (Richter magnitude 8) earthquakes expected every 25
years in the area where oil and gas development has been

proposed.

..

As indicated in the section on Probability and Fate

of O0il Spills, o0il spills are highly likely during the life
of an oil field unless significant improvements are made in

OCS technology and practices.

The Council made recommendations in three major
areas —-- improved consideration of the human element in
OCS equipment design and operating practicés. improved
technology to meet the harsher conditiocns of the Atlantic
and Gulf of Alaska OCS, and improved technology and

practices to minimize the impacts in virgin OCS areas.

These recommendations are summarized below:

1.

Improved consideration of the human element in

ocs

equipment design and operating practices

Incorporation of human factors engineering
into OCS equipment design

Certification of critical OCS operating
personnéel
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2. improved technology to meet harsher conditions

Detailed performance requirements for drilling
platforms

Detailed performance requirements for production
platforms

petailed performance requirements for offshore
oil storage facilities

Use of subsea production equipment where
environmental protection would be enhanced

petailed performance requirements for surface~
actuated subsurface safety valves

Requirement that improved methods of downhole
pressure measurement be used

A Detailed performance recuirements for workover

and servicing operations on ocs platforms

Detailed performance reguirements £for ocs
pipeline protection

Requirement that tankers transporting OCS oil
employ segregated ballast capacity preferably
with double bottoms

3 Improved technology and practices to minimize
impacts in virgin 0CS areas

3 -
1dentification of critical environmental areas

and incorporation of appropriate measures in
National 0il Pollutioch Contingency Plan

Establishment of effluent standards f9r wasFe
water discharge from ocs facilities, %nc}ud;ng
installation of best commercially available
control technology to minimize oil dischaxge

‘Develorment of detailcd gaidelines for disposal
of drilling mués, cuttings, etc.

continuation of efforts top improve oil spill
containment and cleanup capability

Advanced planning for pipeline corri§0f §1t1ng
and designation of corridors which minimize
intrusion into environmenially sensitive
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Institutional and Legal Mechanisms for
Managing OCS Development

The Council found that OCS development will vitally
affect important state interests, and state regulatory
authorities can significantly shape OCS development and
related nearshore and onshore activities. Federal-state
ecoordination is therefore urgently needed. The Council
recommended that affected states strengthen their coastal
zone management agencies, and that Federal agencies
cooperate with them on an ongoing basis. Federal-state
cooperative efforts should focus on development of state

coastal zone plans prior to OCS development. The National

Environmental Policy Act (NEPA) process can be another important

means for Federal-state coordination.

Within the Federal governrient, OCS responsibilities
are fragmented and there is no formal coordinating mechanism.
Establishment of the Department of Energy and Natural
Resources could improve coordination. The Council believes
that NEPA is the best planning tool for the near term.
Impact statements concerning OCS activites should discuss
alternative uses of specific 0CS, nearshore, and onshore
areas; and all Federal agencies proposing major OCS actions

should prepare programmatic impact statements on a regional
basis.

. The Department of Intérior has primarily acquired data
in the past with a view to locating productive tracts and
has treated industry data as proprietary. The Council
recommended that Interior obtain the data necessary to assess
environmental and safety factors at all stages of ledsing .
and development, and develop standards to govern public
disclosure of such information.

The effectiveness of OCS inspections was
criticized in a recent GAO report, and an in-house Interior
study has found existing enforcement sanctions inadequate
to deter violations. The Council recomr2nded that Interior
propose more stringent sanctions and establish and train
inspection teams as necessary to verify compliance.

The major gap in the liability system concerns
private party recovery of damages frcm non-vessel-source
pollution. The Council recommended that establishment of
a comprehensive Federal liability system for OCS-related
o0il spill cleanup and damages through new legislation.
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OCS Resources

Although the presence of oil and gas in the Atlantic
and Gulf of Alaska OCS has not been confirmed by exploratory
drilling, geological and geophysical. investigations indicate
that conditions favorable to the accumulation of large
reservoirs of oil and gas exist in parts of the Atlantic
and Gulf of Alaska. Exceptionally thick sediment beds
' (potential sources of hydrocarbons) and potential geological
traps occur in the Baltimore Canyon and Georges Bank. Some
extremely large potential geological traps and thick sedi-
ments occur in the Gulf of Alaska.

Recent estimates by the U.S. Geological §urvey indicate
that the. Atlantic OCS may contain 10 to 20 billion barrels
of undiscovered economically recoverable petroleum liquids
(crude o0il and natural gas liquids). The Atlantic OCS may
also cortain 55 to 110 trillion cubic feet of natural gas.
Estimates of oil and gas resources in the Gulf of Alaska
are not as well characterized as those in the Atlantic,
with petroleum liguid resources estimates ranging from three to
25 billion barrels and natural gas from 15 to 30 trillion
cubic feet. The recent U.S.G.S. estimates (March 1974) are
substantially lower than those guoted earlier by the
Geological Survey.

For purposes of modeling environmental and economic
impacts, hypothetical locations of potential oil and gas
accumulations were developed. The locations, indicatad
by a circle of 25-mile radius, are shown in Figures 1 and 2.
The circles are located in areas where the sediments are
thicker than 10,000 feet and cover one or more attractive
geological traps. The locations were developed using
publicly available information only.

s
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Perspectives on Energy Growth

Three energy growth scenarios are examined for the
nation, and for the New England, Middle Atlantic, South
Atlantic and West Coast Regions. For all three scenarios
including the low growth* case, existing domestic o0il and
gas sources will have to be supplemented by imports,
synthetic oil and gas prqduced from coal and shale, and
o0il and gas produced in new areas.

On the East Coast, OCS oil and gas could replace
imported oil and gas and domestic coal in the primary fuel
mix. Assuming medium energy demand growth and average
Georges Bank production estimates, the New England region
may obtain 30 percent of its crude petroleum and 70 percent
of its gas from the Georges Bank by 1985. The Baltimore
Canyon may provide 13 percent of the oil and 10 percent of
the gaseous fuel requirements for the Mid-Atlantic by 1985.
Production from the Southeast Georgia Embayment may provice
15 percent of the South Atlantic region's oil requirements
and 13 percent of its gas requirements by 1985.

Pacific Coast requirements for additional oil can be
met from the Alaskan North Slope. Prcéuction from the
Gulf of Alaska could not be absorbed by the Pacific Coast;
Alaskan oil would shift to other parts of the country,
particularly the Midwest.

An analysis of the environmental tradeoffs between
OCS 0il and gas and increased imports or increased dcmestic
coal indicates that oil and gas development on the OCS
could lead to lower oil pollution levels in the oceans
than from imported oil. Environmental impacts -- both -
offshore and onshore -- from OCS oil and gas develorment
must be balanced against the impacts resulting -from
increased coal use such as strip mining and increased air
pollution.

-

*CEQ's Half and Half Plan is based on crowth in net per capita
energy consumption of 0.7 percent per year and on a continuing
conservation effort which would, through imprcved efificiency
and elimination of waste, save energy at a rate of 0.7 percent
per year. This program -- half growth and half conservation --
would provide an effective increase ir usable energy of 1.4
percent per year, equal to the avkrage rate of growth experi-
enced from 1947 to 1972.
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TABLE 6-1 -
Probabilities of Oil Spills Coming Ashore from Hypothetical Spill Sites in the Atlantic Ocean
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Distance from shors

Fla.

Autumn

Shore point Season' 10 25 50 % - 100 125 Center of ED§
miles miles miles miles mifes miles
east east east east east east
—
Nantucket Spring 65% 45% 30% 25% 20% 20% 15% (EDS 1)
Avtumn 30 10 5 05 05 Near 0 Near 0 (EDS 1)
Nantucket Shoals Spring 50 50 35 30 20 20 20 (EDS 2)
35 (EDS 3)
Winter 5 5 5 5 5 45 Near 0 (EDS 2)
Near 0 (EDS 3)
Davis South Shaal Spring 55 50 35 25 20 - 50 (EDS 4)
Winter 10 10 5 5 5 - 5-10 (EDS 4)
Great South Bay? Summer 95-100 75 10 - - - 10 (EDS 5)
{Long island) Winter 30 15 Near 0 - - - Near 0 [ED5 5)
" Atlantic City Spring - 20 Fo) 15 - - 20 (EOS6)
Winter - 05 05 05 - - 05 (EDS 6)
Fenwick Island Spring ) 15 20 20 - 2 20(EDST)
Winter — 05 05 5 - - 5 (EDS 7)
Chincotcague Inlet Spring - S 15 25 - - 20 (EDS 8)
Autumn - 05 . 05 05 - - 0-5 (EDS 8)
Cape Henry, Va. Spring - Near 0 Near 0 Near 0 - - Near 0 (EDS ;—
Autumn - Near 0 Near 0 Near 0 - - Near O (EDS 9)
Cape Romain, S.C. Spring - 95 65 Near0  ~ - 95 (E0S 10)
Autumn - Near 0 Near 0 Near 0 - - Near 0 (EDS 10)
Savannah Spring - 95-100 95 80 20 - 95-100 {EDS 11)
Autumn - 20, 5 Near 0 Near 0 - 5 (EDS 11)
Fernandina Beach, " Spring = 95 55 20 0s - 90 (EDS 12)
Fla. Winter - 15 10 Near O Near 0 - 15 (EDS 12)
Daytona Beach, Summer - - - - - - 50 (EDS 13)

Near 0 (EDS 13}

~ Computer model not run at this point.
! Two seasons are listed for each ar2a. In lhl first season, oil spilled has the hughen probability of reaching shore; in the second

i are intermedi.
’T);e emmates for Great South Bay are dlstancns south of the bay rather than east.

seagon, oil spilled has the lowest probabili

The N

in the

1

of T

y Department of Ocean Engineering.

seasons.
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STATEMENT OF
HONORABLE JOHN R. QUARLES
DEPUTY ADMINISTRATOR
ENVIRONMENTAL PROTECTION AGENCY
BEFORE THE
- COMMITTEE ON INTERIOR AND INSULAR AFFAIRS
UNITED STATES SENATE
WASHINGTON, D. C.

MAY 6, 1974

Mr. Chairman, I am appearing on behalf of the
anironnon'tal Protection Agency, to discuss the environmental
issues addressed in the various bills now pending in the
Congress which would amend the Outer Continental Shelf Lands
Act of 1955. I am accompanied by Dr. A. qu:don Everett,
Director, Office of Technology, and Mr. Kenneth E. Biglane,
pirector, Division of 0il and Special Materials Control.

As this Committee is aware, the search for and develop-.
ment of petroleum and natural gas on the. submerged continental
margins of :Lthil country touches on many political, economic,
legal, and environmental considerations. ,Our needs for new
and more abundmt supplies of energy resources are not
inleparable. from our needs to preserve our natural environment.
wg.h;ust fpélize, however, that a mere enlargement of energy

supplies will only serve to aggravate the misuse and wasteful
consumpti.on of energy resources. Energy independence requires
that our national efforts be directed toward not only increasing
energy production, while ninimizing adverse :|.npaqts on the
environment, but, more importantly, toward reducing demand.



92

The Congress has demonstrated its concern for the

development of resources on the OCS through hearings and

1
egislation. We have before us today seven bills focusing

on
the Outer Continental Shelf as examples of Congressional
efforts,

(1)

These bills embrace several common themes:
The need for new energy sources to be recovered
without undue risk to the marine, coastal, and

human environments.

(2) Proposed alteration and adjustments to be made

in environmental,regulatory controls.

(3) The need for further study and accelerated

development of technology which must accompany .

the envisioned expansion of 0OCS leasing.

(4) . Proposed changes in leasing, management, financing
r

and use of Federal revenues.

I
bflieva that by directing my discussion to those areas
most closely relating to environmental concerns, Mr. Chairman
’

1 :
will be able to best present EPA's views on the various'

legislative proposals that have been made. The bills speci-

fically §ea11ng with leasing, management, financing, and E

disposition of Federal revenues do not fall within EPA's ©
purview. 3 ;

The need to regulate and manage the uses of natural

.resourcoc--particularly oil and g#- on the OCS, but also
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other marine resources found in the leasing areas--requires
full ilplemenﬁation and strict enforcement of the require-
ments and authorities available to Federal agencies. 1In
this regard EPA has important environmental regulatory
responsibilities under existing law that have significant
impact on the OCS and adjacent shore areas.

The Clean Air Act requires that the States submit
implementation plans to achieve national air quality standards.
our authority under the Act will oblige States through their
plani‘to take full account of new energy-related facilities.
particular attention will have to be paid to concentrations
of new onshore facilities for the processing of oil and gas
production from the Shelf. Under our rqgulationé, concentra~
tions of new pollution sources must be assessed at the—
earliest planning stages. This is to ensure that the ambient
aiﬂyqullity standards will be achieved and maintained. The
Acg.roquirel that the best available technology be used for
new sources of air pollution.

i Under the Federal Water Pollution Control Act and the
Marine Protgction, Research and Sanctuaries Act, a Federal
program of marine pollution abatement and control was _
established. EPA sets ocean discharge criteria which are then
used to evaluate permit applications for the dumping or dis-

charge of waste material into the waters of the territorial
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sea, the contiguous Zone, and the oceans. We are now
promulgating effluent limitations under the Federal wWater
Pollution Control Act requiring use of the best practicable
control technology by 1977 and best available control
technology by 1983 for discharges into the navigable waters,
including coastal waters and from offshore facilities.

One of our continuing concerns is the responsiblity

we h
old under the Federal wWater Pollution Control Act for the

control of oil and hazardous substances spills. Response to

o
il spill incidents ana marine disasters creating potential
pPollution hazards, which occur upon the navigable waters of

the United Statel, adjoining shorelines and the waters of the

contiguoullzone is governed by section 311(c)(2). The

’

N
ational 0il and Hazardous Substances Contingency Plan pPrepared
pursuant to that section delineates Procedures, techniques,

and responsibilities of the various Federal, State, and local

agencies. The anironnental Protoction Agency and the United

Stat

es Coast ‘Guard have shared the lead in spill control
Programs in this country's navigable waters. With reupect to-
the Outer Continental Shelf, the Department of the Interiox,

U. S. Geological Survey, is the lead agency and providel the

expertise for oil pollution control programs connected with
exploration, drilling, and production operations. 1In the
event of a Shelf oil spill episode, all three agencies act
purloant to the National Contingency Plan, in a pre-designated
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and coordinated fashion to control, contain and mitigate
the adverse effects of the spill on the ocean and shoreside
environments.

The potential danger of environmental damage is
inextricably associated with increased production activity
on the OCS and serves to underscore the importance of safety
and environmental protection programs. Several of the bills
we are now considering give particular attention to this
area. The solution they envision is to be largely accompanied
by the transfer or partial assignment of many of the authori-
ties just described to other Federal agencies. Not only would
these assignments lead to needless duplication of effort but
in many instances such readjustment or diversification of
responsiblity would lessen the comprehensive treatment now
received under existing authority.

3 EPA was given the-primary Federal responsibility for
ca;ing to grips with the complex problems of protecting our
naéﬁral environment. Our Agency experience, motivation, and
coS;etonce ;n handling this duty are not further encumbered
bnyther responsibilities. With respect to the OCS, we see
nozi'enson for a departure from the present system,

We cannot agree that these alterations are necessary for
the accelerated development of the Outer Continental Shelf.
As indicated earlier in our discussion of the National

Contingency Plan, EPA has established a good working
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relationship with other agencies and the changes contemplated
would tend to create a confusion over respective areas of
responsibility detrimental not only to our advances in energy
production but also to the environment.

EPA's activities have not been solely confined to the
development of response programs or implementation plans. We
are also pursuing a variety of research projects concerning
oil pollution effects in our Office of Research and Develop-
ment.

In fincal~year 1973, EPA conducted a $2.14 million-dollar
research and development program in oil spill containment,
removal and recovery, approximately 30 percent of the budget
was allocated to the completion of an advance testing and
evaluation facility, for oil spill control equipment.

EPA has also supported a National Academy of Sciences

workshop on Input, Fates and Effects of Petroleum in the ~
Marine Environment.

This .report is now in the process of

being published and will provide an up-to-date overview of"
the results of recent research in this area. *
The impoftance and availability of adequate baseline -
and resources management data prior to commencement of pro=
duction activities which may alter the existing conditions’
cannot be overemphasized. Such data should include food-

chain effegts, geological data, physical, meteorological,

and oceanographic information.
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EPA is actively working with other Federal agencies
to identify in order of rank recognizable research needs
and to initiate an integrated approach to achieve these
research goals. Through discussions with the Department of
the Interior and the National Oceanic and Atmospheric
Administration we have helped to lay the groundwork for the
establishment of an interagency team to develop the resources
management data necessary to the responsibilities that each
agency has for the 0CS. 1In this effort considerable progress
is being made. The Environmental Protection Agency is also
participaging as a member of the OCS Resource ﬁanngement
Advisory Board which was set up through the Bureau of Land
Managemeht.

We are pleased to see the bills piopoaed recognize this
important research-gathering need. New lagislation is not
required because existing authority is currvently adequate.

We at EPA believe that the end product of the organiza-
tion, planning, and study already a part of the existing
Outer Continental Shelf development program will be an
improvement in the quality and scope of management of both
renewable and non-renewable resources. Such data will also
improve the quality of environmental impact statements and
should do much to aid the progress of energy development by
remgving the problem areas and gaps in information prior to

the review and evaluation stages.

38-533 O - 74 -1




98

In summary, Mr. Chairman, we would recommend that the
present environmental regulatory scheme and assignment of
authority be kept intact. The legislative remedies suggested
fail to consider the existing framework of environmental

authorities and responsibilities now established. The

experience and progress being made today in the_administration

of the Outer Continental Shelf Lands Act as well as the
application of other authorities held by the various agencies
argue 'otronqu against restructuring the present mechanisms.
We have good working relationships with the Department of the
. Interior, the National Ocean and Atmospheric Administration,
and the Coast Guard. Should these relationships be realigned
as a result of amendments and‘alterationl to the present law,
the possibility for confusion, delay of present efforts and
even POlyible cross-purposes between regulations exercised by
one agency and permit requirements issued by another is a most
likely consequence. As we are committed to maximizing protec-
tion of the environment while pursuing increases in energy
Production,.éérvgoal must not be endangered or delayed by
needless reorganization. .

The Environmental Protection Agency agrees that new
eénergy sources must be found and developed to meet this
country's growing demands for energy. The balance must be
struck with ghe dual nogd to ensure that the development

99

proceeds in an environmentally sound manner. We agree that
continuing research and monitoring activities are necessary
but again the authorities presently available should be
expanded rather than readjusted.

This concludes my prepared statement, Mr. Chairman.
My colleagues and I will be pleased to answer any questions
the Committee might have.

Thank you.
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OFFICE OF THE SECRETARY OF TRANSPORTATIO[{_ - k
WASHINGTON, D.C. 20590 e il e MY

R EAR i n

WaY 9 1974 ’U“ o il

ihg iy i3

- “ y < :
Honorable Henry M. Jackson e tﬁ‘ IR AN S
Chairman, Committee on Interior and Insular s airs s gto
United Statey SEsate¥sns o8 beiscla ey Iiiws Remd S
Washington, D. C. 20510 .

Dear Mr. Chairman:
We would like to take this opportunity to offer the views
of the Department of Transportation on S. 3221, a bill

n"po increase the supply of energy in the United
States from the Outer Continental Shelf; to amend
the Outer Continental Shelf Lands Act; and for
other purposes."

and S. 2858 and S. 2922, similar bills entitled the "Outer
Continental Shelf Safety Act of 1974" and the "Outer
Continental Shelf Lands Act Amendments of 1974" respectively.
The purpose of these bills is to make oil and natural gas
resources in the Outer Continental Shelf (0CS) available as
rapidly as possible, consistent with the need for orderly
resource development and protection of the environment.

The Department of Transportation objects to enactment of the
bills, particularly with regard to the application of environ-
mental protection and marine safety regulations to the OCS,

due to their failure to reflect aud conform with the established
responsibilities of this Department for: (1) pipeline safety;
(2) prevention, containment, and removal of oil spills; and,

(3) marine safety and navigational aids.

With regard to pipeline safety, we are opposed to any provision
which would remove from this Department the responsibility for
safety of oil and gas pipelines and storage facilities which are
consistent with existing laws.

The bills S. 2858, S. 2922, and S. 3221 would assign responsi-
bility for the removal of oil spills on the OCS to the National

Oceanic and Atmospheric Administration (NOAA) , the Environmental '

Protection Agency (EPA), and the Department of Interior (DOI)
respectively. DOT and DOI have agreed on their respective
responsibilities on the oCS in a Memorandum of Understanding
dated August 16, 1971. This Department has the expertise and
capability for coordination and direction in respect to measures
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to contain and remove pollutants. This arrangement has

;ell and we see no reason to change existing'3esponsib11::§§§d

O:rtﬁze containment, removal, and investigation of oil spills

o OCS. We presently have this responsibility for the

: ritorial sea and the contiguous zone under section 311 of the

P:g::ainga;ez Pollutiog Control Act (FWPCA), and Title I of the

aterways Safety Act. We alsoc have the experience

;gd exzertise in, as well as the personnel and resotgces available

r, 0il spill containment, and removal for the coastal marine

environment generally {(See, for ex: 1
! . , e, the Intervention -
the High Seas Act, and the 0Oil FolIutgon Act of 1961.) ;b ol

We are also concerned about the personnel safe ; i
offshore drilling operations. The regulation :¥ 2§ge§§gdzgtion
é:gilities themselves belongs within the expertise of the U. S
Villqgical :uxvey in DOI. However, we must be assured that we.
i ve adequate authority to.inspect facilities for fire
safety, evacuation, and other maritime related personnel safety
;nt::ests consistent with the authority established in the 0OCS
ands Act. Similarly, our aids-to-navigation authority under

that Act an : 7 .
undisturbad? under title 14, United States Code, must remain

The Office of Management and Bud i,

: 6 get advises that, fro
stagggoint of the Administration's program, theré woqutg:
no objection to the submission of this report to the Committee

Sincerely, .

Lenfs

General Counsel
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MAY 16 1974

Honorable Henry M. Jackson

Chairman, Committee on Interior
and Insular Affairs ‘

United States Senate

3106 New Senate Office Building

Washington, D. C. 20510

Dear Mr. Chairman:

This is in response to your requests for the views of the
Office of Management and Budget on the following bills:

1. S. 2389, a bill "To authorize certain revenues
from leases on the Outer Continental Shelf to be
made available to coastal and other States”
(requested March 28, 1974);

2. S. 2672, a bill "To create a Marine Resources
Conservation and Development Fund; to provide for
the distribution of revenues from Outer Continental
Shelf lands; and for other purposes"™ (requested
March 28, 1974); -

3. S. 2858, a bill "To amend the Outer Continental
Shelf Lands Act for the purpose of increasing the
‘'safety of offshore drilling and production"
(requested February 9, 1974 and March 28, 1974);

4. S. 2922, a bill entitled the “Outer Continental
Shelf Lands Act Amendments of 1974" (requested
March 7, 1974 and March 28, 1974); s

5. 8. 3221, a bill entitled the "Energy Supply Act
of 1974" (requested March 28, 1374);
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6. S. 3185, a bill "To amend th '
1 e O
:g::: é,ﬁds gct w:.]t:.h respect to‘payuenute:sc:gt;.:e::::
and gas leases purs
(requested March 28, l974§’; a:;?t e g

7. S. 3346, a bill "ro amen
law relatiné to the leasing gf"":ﬁain provisions of

of the United States, and gas deposits
- (requested April 17,'1;’712) .f°r other purposes"

'I‘t:: g:‘f,:rce oftﬁgam:uaﬁgogqueztconcurs in the views of
o 5. 4 tmen in reports on these bil
1s.cotdingly recommends against enactment of the seven e

Sincerely,
Wilfred i. Rommel !

Assistant Director for
Legislative Reference
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FEDERAI.ENERGY'AD%G@HSTRATKXQ
WASHINGTON, D.C. 20461

JUL 15 174

OFFICE OF THE ADMINIS TRATOR

The Honorable Henry M. Jackson ;
Chairman, Interior and Insular Affairs
New Senate Office Building, Room 3110
Washington, D.C. 20510

Dear Mr, Chairman:

ve recently learned that your Committee is planging
:ohgonsider S3§21, which would amend the Outer Conplnental
shelf Lands Act of 1953. As Duke L%gon testified_lg early
May, (copy attached) it is the opinion of the Administration
that no amendments are necessary or desirable at this time
since many of the matters contained w%thin the propo§ed
amendments can be handled more effectively and expeditiously
under existing laws.

The Outer Continental Shelf Lands Act is broad and flexible.
iChanges and adjustments to existing policy can by carried

jout by virtue of authority contained in that Act. As a
matter of fact, the Interior Department is pursuing ghat
\course through changes in leasing r?gulations, additional
proposed changes, and by some ex?erxmental lease sales pl§nned
\for execution beginning later this year. :

In light of the above and in the hope that we can avoid
confusion in this matter, I would apgreciate your recon-
sidering the desirability of proceeding with any a@endments
to the Outer Continental Shelf Lands Act at this time.

incerely,
/

Attachment

cc: The Honorable Paul J. Fanni
-United States 3Senate
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Statement by
Robert M. White
Administrator, National Oceanic
and Atmospheric Administration
Department of Commerce
bef_re the
Senate Interior and Insular Affairs Committee
May 6, 1974

.

Mr. Chairman, I wish to thank you and members of the Committee
for the invitation and opportunity to comment on S. 3221, the "Energy
Supply Act of 1974," and other bills pending before the Committee which
would amend the "Outer Continental Shelf Act of 1953."

The Department of Commerce, through the National Oceanic and
Atmospheric Administration (NOAA), has broad responsibilities which are
affected by the bills being considered by this Committee. While we
recognize that the basic intent of the bills is to accelerate the
development of oil and gas on our continental shelves, we believe that
enactment would result in a duplication of authorities, programs and
capebilities'that already exist in part within the National Oceanic and
Atmospheric Administration of the Department of Commerce and in part in
other agencies. I propose only to comment on those aspects of the bill
which overlap NOAA, deferring comment on other provisions to other Adminis-
tration witnesses. In particular, I would like to discuss the provisions
of the bill which relate to Coastal Zone Management, Environmental Assessment,
and Marine Mapping and Charting.

Coastal Zone Management
The Coastal Zone Management Act of 1972 is now being implemented by

NOAA. This Act lays the basis for rational gnd balanced management of our
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coastal zone. Such management must anticipate the near-shore and omshore

problems tl;at accompany outer continental shelf oil and gas development.
Under the Act, the Federal Government : - Lo o0

-will provide funding to the coastal States to help in this management
"process, so that they can deal effectively with the secondary and supporting
activities that will be associated with offshore oil and gas production. .

S. 3221, however, Would amend the Outer Contimental Shelf Lands Act
to provide a Coastal State Fund, into which 5% of the Federal revenues
from the resources of the shelf would be paid. The Secretary of the Interior
would be authorized to make matching grants to the coastal states from this
Fund to "ameliorate adverse envirommental effects and control secondary
social and economic impacts" caused by the development of energy resources
on the continental shelf., Such grants may be used for "planning, construction
of public facilities and provision of public services, and such other acti-
vities as the Secretary may prescribe."

To the extent such grants are used for plamning and management, they
overlap the functions already provided for and funded with matching grants
under the Coastal Zone Management Act. This Act refers particularly to
the demands upon our lands and waters of the coastal zone arising, in
part, from "extraction of mineral resources and fossil fuels." Cooperation
with the Federal Govermment in developing land and water use programs ''of
more than local significance" is speciffcally stressed. The stated goal
is "the wise use of land and water resources of the coastal zone giving
full comideutiﬁn to ecological, cultural, historic and esthetic values
as well as to needs for economic development." The overlap with §. 3221

is apparent.

' to six coastal States in the last 45 days,
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Achievement of a satisfactory coastal zone plan does not stop
with the planning itself but requires implementation over a period
of years, and tl?e Coastal Zone Management Act makes provision for
this by a program of grants that would be of special importance where

difficult questions of energy siting are concerned.

It would seem logical that funds to the coastal States come through
the Coastal Zone Management Act so that Federal funding to the States

can be used and developed in a comprehensive way,

The Coastal Zone Management Act is being rapidly implemented.

Although the first funding for the program became available only last

December, Federal pProgram development grants have already been given

We expect to have almost
all the coastal States involved in the grants phase of the Program by
June 30 of this year.

In my judgment, the coastal States are ready and willing to join ;

with the Federal Government in planning for OCS development. They want

effective involvement from the earliest moment in planning for this

development, This cooperation and financial assistance can be provided

within the Coastal Zone Management Act.
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Envirommental Assessment

derstind that a representative of the Council on Envirommental
+ Quality will .celt:l‘fy on the impact of OCS oil and gas development on the
environment. My own concern is that, as we move to develop the oil and
gas resoutc;l of the shelf, we take-timely steps to acquire, im a
ct'mt—effective manner, the scientific and technical information needed
to anticipate and minh;ize envirommental impacts.

NGAA is the principal oceanic agency of the Federal MetMt with
a network of biological and physical laboratories in all our coastal areas,
and with a large research and survey fleet. The National.Harine Fisheries
Service of NOAA is the repository of the basic knowledge of the fishery
resources of shelf areas and is charged under the Fish and Wildlife
Coordination Act for assessing the effects of pollution on fisheries and
recommending means of alleviating dangerous or undesirable effects of
such pollution including petroleum pollution. The marine weather fore-
casting capabilities of the National Weather Service, and the ocean and
atmospheric data centers of the Envirommental Data Service add to NOAA's
comprehénsive envirommental capabilities. These capabilities are now
being brought to bear in work with the Bureau of Land Management (BIM) on
studies of the potential envirommental impact of Outer Continental Shelf oil
and gas dev.lapm;nt, particularly in the eastern Gulf of Mexico and the
Gulf of Alaska. We expect to continue to cooperate closely with BIM in the
design and implementation of needed studies in other areas as well. We
also are partictpafins actively in the Department of the Interior's Outer
Continental Shelf ‘Resurch Advisory Board, which is advising on the design

and conduct of baseline studies in potential lease areas.

.
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Even prior to the recent interest in baseline studies of the Outer
/xmul Shelf, we had initiated studies on the fate and effect of oil
< on marine ecoayltm These include studies of Prince William Sound,

N
Alaska, and the New York Bight. Several of our National Marine Fisheries

Service Laboratories are undertaking detailed studies of the effects of
oil on specific marine organisms; this is proving to be a crucial issue
in Imderctandins the en;riromental impact of Outer Continental Shelf
development. Massachusetts Institute of Technology, supperted through
NOAA's Sea Grant Program, has made an initial assessment of the potential

envirommental effects of oil and gas drilling on Georges Bank, which pro-

vided a base for the further analyses done in connection with the recent

C il on Envir al Quality report on offshore oil and gas drilling.,
These are only examples of our efforts being made under existi;xg authorities

to understand the impact of oil and gas development upon the living resources

of the marine enviromment.

Marine Mapping and Charting

' In our opinion, the combined capabilities of NOAA and the Geo-
loéical Survey of the Department of Interior essentially represent the
civil marine mapping capabilities of the Federal government, and are in

a position to perform this work.
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Through our National Ocean Survey and its predecessor organizationm,
the Coast and Geodetic Survey, our agency has had a long history of opera-
tions, and more importantly, an expertise in the mapping and charting of

_’:'..e waters off our coasts. We have completed bathymetric and geophysical
.surveys for 22 of some 154 map units required to map our continental shelves
at a scale of 1:250,000. From these surveys we have produced to date ‘18
bathymetric, 7 magnetic and 3 gravity maps at that scale. In addition, we
have produced from existing sources of data 23 additional bathymetric ml;s
at different scales.

We are now working to the requirements of the Department of Interior to
produce urgently needed bathymetric maps for their use in resource assess-
ment in the Gulf of Mexico, and are developing plans to assist them in other
areas as the leasing program increases.

NOAA, in coordination with the Deparhnent‘of. Justice and the Department

of State, has been active in the determination of marine boundaries. Parties

heretofore involved in legal proceedings ning boundary determinations,
be they private or govermmental, hnv-e turned to NOAA for technical assistance.
As a normal consequence of our charting the nation's coastal waters, we
have been involved in the development of the legal aspects of coastal
boundaries. The courts, as well as participants involved in litigatiom of
this highly technical area of law, have consistently looked to us as the
principle repository of expertise to setltle boundary disputes. NOAA has
been traditionally consulted by the States regarding the seaward extension
of the:u:lawn boundaries. The Congress, also, solicits techmnical comments
-from us prior to its approval of compacts between states concerning seaward
lateral boundarie.s. In the international area, we established in 1972, in
collaboration with the Deparuneni: of State and the Mexican government, the

‘

ENN——— 8
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demarcation of the lateral seaward boundaries between the United States

and Mexico.

We fully c that s

rd boundary determinations are important
elements in the management and development of our outer cont‘nental shelf

seaward resources; however, necessary authorities and agency responsibilities

are available and new authority is not required.

Thank you, Mr. Chairman, I would be pleased to answer any ciuestione

for the Committes. i
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X. Cuances 1N ExisTing Law

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, S. 3221,
as ordered reported, are shown as follows (existing law proposed to be
omitted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman) :

1. Section 201 of S. 3221 would amend Section 3 of the Outer Conti-
nental Shelf Lands Act as follows:

Skc. 8. Jurispicrion Over Ovuter CoNTINENTAL SHELF—(a) It is
hereby declared to be the policy of the United States that the subsoil
and seabed of the outer Continental Shelf appertain to the United
States and are subject to its jurisdiction, control, and power of disposi-
tion as provided in this Act.

(b) This Act shall be construed in such manner that the character as
high seas of the waters above the outer Continental Shelf-and the right
. to navigation and fishing therein shall not be affected. ;

(e) 1t is hereby declared that the Outer Continental Shelf is a vital
national resource reserve held by the Federal Government for all the
people, which should be made available for orderly development, sub-
ject to environmental safeguards, consistent with and when necessary
to meet national needs.

2. Section 202 of S. 3221 would add the following new sections to the
Outer Continental Shelf Lands Act:

DEVELOPMENT OF OUTER CONTINENTAL SHELF LEASING PROGRAM

Skc. 18. (a) Congress declares that it ig she policy of the United
States that Outer Continental Shelf lands determined to be both geo-
logically favorabfzifor the accumulation of oil and gas and capable of
supporting oil « %as development without undue envirommental
hazard or damage should be made available for leasing as soon as

ticable in accordance with subsection (b) of this section.

(B) The Secretary is authorized and directed to prepare and main-
tain a leasing program to implement the policy set forth in subsection
(a). The leasing program shall indicate as precisely as possible the
8ize, timing, and location of leasing activity that will best meet na-
tional enerqy needs for the ten-year period following its approval or
reapproval in a manner consistent with subsection (a) above and
with the following principles :

(1) management of the Outer Continental Shelf in a manner
which considers all its resource values and the potential impact
of oil and gas ewploration and development on other resource
values of the Outer Continental Shelf and the marine environ-
ment;

( 2)’ timing and location of leasing so as more evenly to dis-
tribute exploration, development, and production of oil and gas
among various areas of the Outer Continental Shelf, considering :

(A) ewisting information concerning their geographical,
geological, and ecological characteristics;

(B) their location with respect to, and relative needs of,
regional energy markets;
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. (O) interest by potential 0il and gas producers in ewplora-
tion and development as indicated gy tract nominations and
other representations;

(D) an equitable sharing of developmental benefits and
environmental risks among various regions of the United
States; and

(3) receipt of fair market return for public resources,

(¢) The program shall include estimates of the appropriations and
staffing required to prepare the necessary environmental impact state-
ments, obtain resource data and any other informaition needed to
decide the order in which areas are to be scheduled for lease, to make
the analyses requiired prior to offering tracts for lease, and to super-
vise operations under every lease in the manner necessary to assure
;omplzance with the requirements of the law, the regulations, and the
ease. ;

(d) The environmental impact statement on the leasing program
prepared in accordance with section 102 (22 (C) of the National En-
vironmental Policy Act of 1969, shall include, but shall not be limited
to, an assessment by the Secretary of the relative significance of the -
probable oil and gas resources of each area proposed to be offered for -
lease in meeting national demands, the most likely rate of exploration
and development that is expected to occur if the areas are leased, and
the relative environmental hazard of each area. Such environmental
impact statement shall be based on consideration of the following
factors, without being limited thereto: geological and geophysical
conditions, biological data on ewisting animal, marine, and plant life,
and commercial and recreational yses of nearby land and water areas.

(&) The Seqretarg( shall, by regulation, establish procedures for re-
ceipt and consideration of nominations for areas to be ojered for lease
or to be excluded from leasing, for public notice of and participation
in development of the leasing program, for review by State and local .
governments which may be impacted by.the proposed leasing, and, for
coordination of the program with management programs established
pursuant to the Coastal Zone Management Act of 1972. These proce-
z;w;:‘ will be applicable to any revision or reapproval of the leasing

ogram.

() The Secretary shall publish a proposed leasin ogram in the
Federal Register and submit it to thePOOngress withz‘yqz Zrcogyears after
enactment of this section.

(9) After the leasing program has been approved by the Secreta
or after January 1, 1978, whickever comes first, no leases under this
Act may be issued unless they are for areas included in the approved
leasing program. :

(h) The Secretary may revise and reapprove the leasing program
at any time and he must review and reapprove the leasing program
at least once each year. -

() The Secretary is authorized to obtain from public sources, or
to purchase from provate sources, any surveys, data, reports, or other
information ( excluding interpretations of such data, surveys, reports,
or other information) which may be necessary to assist him in pre-
paring environment vmpact statements and making other evaluations

38-533 O -74-8
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required by this Act. The Secretary shall maintain the confidentiality
of oll proprietary data or information for such period of time as 8
agreed.to bgi:he parties. i '
(7) The heads of all Federal departments or agences are authorized
directed to provide the Secretary with any nonproprietary in-
formation he requests to assist him in preparing the leasing program.

FEDERAL OUTER CONTINENTAL SHELF OIL AND GAS SURVEY .‘RROGRTAJ’LI

Skc. 19. (a) The Secretary is authorized and directed to conduct a
survey program regarding oil and gas resources of the Quter Con-
tinentalpghelf. T his program shall be dii?md to provide information
about the probable location, extent, & characteristics of such .1é-

sources.in order to provide a basis for (I) development. and revision:

of the leasing program required by section 18 of this Act, (2) greater
and better informed competitive interest by potential producers in the
oil and gas resources Zf the Outer Continental Shelf, (3) more »-
formed decisions regar. C
to be ewpected from leasing them, and (4) the mapping program re-
quired by subsection (c) of this section. : VRN
(b) The Secretary is authorized to contract for, or: purchase the
results of or, where the required information is not available from
commercial sources, conduct seismic, geomagnetic, gravitational, geo-
physical, or geochemical investigations, and to contract for or pur-
chase the results of stratigraphic drilling, needed to implement the
ovisions of this section. - 1 heaae
(¢) The Secretary is directed to prepare and publish and keep cur-

rent a series of detailed topographic, geological, and geop‘gtysic maps -
ased on nonpro-

of and reports about the Outer Continental Shelf, b e
prietary data, which shall include, but not necessarily be limited to,
the results of seismic, gravitationdl, and magnetic surveys on an ap-
propriate grid spacing to define the gemeral topography, geology,
and geophysical characteristics of the area. Such maps: shall be pre-
pared and published no later than siz months prior to the last dag hjor
submission of bids for any areas of the Quter Continental
scheduled Zor lease on or afger January 1, 1978.
(a) With

and mapping programs re}gm'red by this section. This plan shall in-
clude an identification of the areas to be surveyed and mapped during
the first five years of the programs and estimates of the appropria-
tions and staffing required to supplement them. .

(e) The Secretary shall include in the annual report required by
section 16 of this Act, information concerning the carrying out of his
duties under this section, and shall include as a part of each such re-
port a summary of the current data for the period covered by the
report.

ZE ) No action taken to implement this section shall be considered a
major Federal action for the purposes of section 102(2) (C) of the
National Environmental Policy Act of 1969.

(g9) There are hereby authorized to be appropriated such sums as .

are necessary to carry out the purposes of this section during fiscal
years 1975 and 1976.

ing the value.of public resources and revenues:

elf.

in siw months after enactment of this section, the.Secretary . .-
shall develop and submit to Congress a plan for conducting the survey -

115

- (h) The Secretary shall, by regulation, require that any person
holding a lease issued pursuant to this Aect for oil or gas exploration or
development on the QOuter Continental Shelf shall provide the Sec-
retary wtih any existing data (ewcluding interpretation of such data)
about the oil or gas resources in the area subject to the lease. The Sec- -
retary shall maintain the confidentiality of all proprietary data or in- -
formation until such time as he determines that public availability
of such proprietary data or information would not damage the com-
petitive position of the lessee. '

RESEARCH AND DEVELOPMENT

Skc. 20. (a) The Secretary is authorized and directed to carry out a. .
research and development program designed to improve technology
related to development of the oil and gas resources %P the Outer Conti-.
nental Shelf where he determines that such research and development
i8 not being adequately conducted by any other public or private entity =
including but not limited to— . ; # -

51 ; downhole safety devices, ’ 5
IR Zzwthods‘ for reestablishing control of blowing out or burn-
ing wells, 3 :
(8) methods for containing and cleaning up oil spills,
}4g tmproved drill bits, : $
5) improved flaw detection systems for undersed. pipelines, . -

(6) mew or improved methods of development in water depths
over siw hunderd meters,and . . .

(7) subsea production systems. : :

() The Secretary shall, after review and comment by the Adminis-
trator of the Environmental Protection Agency, establish safety and
erwironmental performance standards for all pieces of equipment, that
are pertinent to public health, safety, or environmental protection, used
in exploration, development, and. production of o0il and gas from the
Outer Continental Shelf. To achieve the purposes of thes subsection,
such standards shall require the use of best available technology when
the potential effect on public hedith, safety, or the environmént would
be substantial. :

(¢) The Secretary, with the concurrence of the Secretary of the
department in- which the Coast Guard is operating, shall establish
equipment and zerformmwe standards for oil spill cleanup plans and.
operations. Such standards shall be coordinated with the National Oil
and Hazardous Substances Pollution Contingency Plan, and reviewed
by the Administrator of th’eﬂE‘nm'ronmehttzg Protection Agency, and
the Administrator of the National Oceanic and Atmospheric
Ac%zz;’ni;%‘atéon. 1

e Secretary, in cooperation with the Secretary of the Naw
and the Director of the National Institutes of H ealtkf?/.shc]:ll comiuc%
studies of underwater diving ;eclm'zuea and equipment suitable for

protection of human safety at depths greater than those where such
diving now takes place.

ENFORCEMENT OF SAFETY REGULATIONS; INSPECTIONS

Sec. 21. (a) (1) The Secretary shall regularly.:ihmpect all operations
authorized pursuant to this Act and strictly enforce safety regulations
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romulgated pursuant to this Act and other applicable laws and regu-
gm'om relating to public health, safety, or environmental protection.
All holders of leases under this Act shall allow promptly access at the
site of any operations subject to safety requlations to any inspector,
and provide such documents and records that are pertinent to public
health, safety, or environmental protection, a3 the Secretary or his
designee may request. v TLREY

% The Siflecr%y shall promulgate regulations within ninety days
of the enactment of this section to provide for— \

(A) physical observation at least once each year by an inspector
of the installation or testing of all safety equipment designed to
prevent or ameliorate blowouts, fires, spillages, or other major
accidents; and ¢ g s

(B) periodic onsite inspection without advance notice to the
lessee to assure compliance with public health, safety, or envi-
ronmental protection regulations. A48 ; )

(8) The Secretary shall make an investigation and public report
on all major fires and major oil spillage ocourring as a result of opera-
tions pursuant to this Act. For the purposes of this subsection, a
major oil spillage is any spillage in one insiance of more than two
hundred barrels of oil over a period of thirty days: Provided, That
the Secretary may, in his discretion, make an investigation and report
of lesser oil spillages. All holders of leases under this Act shall coop-
erate with the Secretary in the course of such investigations. )

(4) For the purposes of carrying out his responsibilities under this
section, the Secretary may by agreement utilize with or without retm-
bursement the services, personnel, or facilities of any Federal agency.

(b) The Secretary shall include in his annual report to Congress
required by section 15 of this Act the number of wviolations of safety
regulations found, the names of the violators, and the action taken
thereon. : b

(¢) The Secretary shall consider any allegation from any person of
the existence of a violation of any safety regulations issued under this
Act. The Secretary shall answer such allegation no later than ninety
days after receipt thereof, stating whether or not such alleged viola-
tions exist and, if 80, what action has been taken.

LIABILITY FOR OIL SPILLS

Skc. 22. (a) Any person in charge of any operations in the Quter
Continental Shelf, as soon as he has knowledge of a discharge or 8pill-
age of oil from an operation, shall immediately notify the appropriate
agency of the United States Government of such discharge.

(b) (1) Notwithstanding the provisions of any other law, the holder
of o lease or right-of-way issued or maintained under this Act and
the Offshore Oil Pollution Settlements Fund (hgreinafter referred to
as “the fund?) established by this subsection shall be strictly liable
without regard to fault and without regard to ownership of any ad-
versely affected lands, structures, fish, wildlife, or biotic or other natu-
ral resources relied upon by any damaged party for subsistence or
economic purposes, in accordance with the provisions o f this subsection
for all damages, sustained by any person as a result of discharges of
0il or gas from any operation authorized under this Act if such dam-
ages occurred (A) within the territory of the United States, Canada,
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or Mewico or (B) in or on waters within two hundred nautical miles of
the baseline of the United States, Canada, or Mewico from which the

territorial sea of the United States, Canada, or Mexico is measured, or

(C) within one hundred nautical miles of any operation authorized
under this Act. Claims for such injury or damages may be determined -
by arbitration or judicial proceedings. ’

(2) Strict lighility shall not be imposed under this subsection on
the holder or the fund if the holder or the fund proves that the damage
was caused by an act of war. Strict liability shall not be imposed under
this subsection on the holder if the holder proves that the damage was
caused by the negligence of the United States or other governmental
agency. Strict liability shall not be imposed under this subsection with
respect to the claim of a damaged person if the holder or the fund
proves that the damage was caused by the negligence or intentional act
of such person.

(3) Strict liability for all claims arising out of any ane incident shall
not exceed $100,000,000. The holder shall be liable for the first $7,000,
000 of such claims that are allowed. The fund shall be liable for the bal-
ance of the claims that are allowed up to $100,000000. If the total
claims allowed exceed $100,000,000, they shall be reduced proportion-
ately. The unpaid portion of any claim may be esserted and adjudi-
cated under other.applicable Federal or State law.

(4) In any case where liability without regard to fault is imposed
pursuant to this subsection, the rules of subrogation shall apply in
accordance with the laws of the State in which such damages occurred :
Provided, however, That wn the event such damages occurred outside
the yuméictm of any State, the rules of subrogation shall apply in
accordance with the laws applicabls pursuant to section } of this Act.

(8) The offshore Oil Pollution Settlements Fund is hereby estab-
lished as a nonprofit corporate entity that may sue and be sued in its
own name. The fund. shall be admanistered by the holders of leases
issued under this Act under regulations prescribed by the Secretary.
The fund shall be subject to an annual audit by the Compiroller Gen-
eral, and a copy o iethe audit shall be submitted. to the Congress. Claims
a/lzizo}o% against the fund shall be paid only from moneys deposited in -
t .

(6) There is hereby imposed on each barrel of oil produced pur-
sugnt to any lease issued or maintained under this Act of a fee of
214 cents per barrel. The fund shall collect the fee from the lessees or
their assignees. Codts of administration shall be pard from the money
collected by the fund, and all sums not needed for administration and
the satisfaction of claims shall be invested prudently in income pro-
ducing securities approved by the Secretary. Income from such secu-
rities shall be added to the principal of the fund.

(7) Subject to the limitation contained in subparagraph (3) of this
subsection, if the fund is unable to satisfy a claim asserted and finally .
determined. under this subsection; the f:lft,md may borrow the money
needed to satisfy the claim from emy comvmercial credit source, at the
lowest available rate of interest, subject to the approval of the
Secretary.

(8) 17% compensation shall be paid under this subsection unless
notice of the damage 18 given to the Secretary within three years
following the date on which the damage occurred.
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Payment of compensation for any damage pursuani to this
mb(aggctionyﬁeall b£ a'z;,”br}'gct to the holder or the fund acquiring by
subrogation all rights of the claimant to recover for such damages

rom any other person.
s (10) yThe coIZ)lection of amounts for the fund shall cease when
$100,000,000 has been accurnlated, but shall be renewed when the
acoumudation in the fund falls below $86,000,000. The fund shall insure
that collections are equitable to all holders of a lease or right-of-way.

(11) The several district courts of the United States shal have
jurisdiction over claims against the fund. Scnlce

(¢) If any area within or without a lease granted or maintaine
under this Act is polluted by any discharge or spillage of oil from
operations conducted by or on behalf of the holder of such lease, and
such pollution demages or threatens to damage aquatic life, wildlife,
or public or private property, the control and removal of the pollutant
shall be at the expense of such holder, includin administrative and
other costs incurred by the Secretary or andn/ other Federal or State
officer or agency. Upon failure of such holder to adequately control
and remove such pollutant, the Secretary in cooperation with other
Federal, State, or fooal agencies, or in cooperation with such holder, or
both, shall have the right to accomplish t control and removal at the
expense of the holder.

2(,d) Th'fe Secretary shall establish requirements that all holders of
leases issued, or maintained under this Act shall establish and maintain
evidence. of financial responsibility of not less than $7 million. Fi-
nancial responsibility may be established by any one of, or a combina-
tion of, the following methods acceptable to the Secretary: (A) evi-
dence of insurance, (B) surety bonds, (O) qualification as a self-
insurer, or (D) other evidence of financial responsibility. Any bond
filed shall be issued by a bonding company authorized to do business
in the United States. p : : M !

e) The provisions of this section shall not be interpreted to super-
sede section 311 of the Federal Water Pollution Control Act Amend-
ments of 1972 or preempt the field of strict liability or to enlarge or
diminish the autg:'ri

ments.
o i NEGOTIATIONS WITH RTATES

Skc. 23. The Secretary is authorized and directed to.negotiate.

with those coastal States which are asserting j risdiction. over the
Outer Continental Shelf with a review to developing inierim agree-

ments which will allow energy resource development priar to ﬁnal

judicial resolution of the dispute.
DETERMINATION OF BOUNDARIES

Skc. 24. Within one year following the date of enactment of this
section, the President may establish procedures for settling any out:
standing boundary disputes, including international boundaries be-
taveen the United States and Canada and between the United States
and Megzico, and establish boundaries between adjacent ‘States, as
directed, in section 4 of this Act. 1 IRECT ,

ty of any State to. impose additional require- ,
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COASTAL STATE FUND

Skc. 25. (a) There is hereby established in the T'reasury of the
United States the Coastal States Fund (hereinafter referred to as the
“fund”). The Secretary shall make grants from the fund to the coastal
States impacted by anticipated or actual 0il and gas production to
assist them to ameliorate adverse environmental effects and control
secondary social and economic impacts associated with the development
of Federal energy resources in, or on the Outer Continental Shelf ad-
jacent to the submerged lands of such States. Such grants may be used
for planning, construction of public facilities, and provision of public
services, and such other activities as the Secretary prescribe by
requlations. Such regulations shall, at a minimum, (1) provide that
such activities be directly related to such envirmbmntagz ects and
social and economic impacts; and (2) require each coastal State, as a
requirement of eligibility for grants from the fund, to establish pollu-
tion containment and clean up 8ystems for pollution from oil and gas
development activities on the submerged lands of each such State.

(b) The Secretary, in accordance with the provisions of subsection
(a), shall, b%aregulation, establish requirements for grant eligibility :
Provided, T hat it is the intent of this section that grants shall be made
to itmpacted coastal States to the maximum extent permitted by sub-
secion (c) of this section and that grants shall be made to impacted
coastal States in proportion to the effects and impacts of offshore oil -
and gas %lomtim development and production on such States. Such. .
grants shall not be on a matching basis but shall be adequate to com-

pensate impacted coastal States for the full costs of any environmental

effects and social and economic impacts of offshore oil and gas explora- =
tion, development, and production. The Secretary shall coordinate all
granits with management programs established pursuant to the Coastal
Zone Management Act of 1972. '

((,2 Notwithstanding any other provision of law, 10 per centum of .
the Federal revenues from the Outer Continental Shelf Lands Act, as -
amended by this Act, shall be paid into the fund: Provided, That the -

total amount paid into the fund shall not excéed $200,000,000 per year.

(d) There is hereby authorized to be a htad i3 s tamd
§100.000,000. L , e appropriated to the f

(e) For the purpose of this section. “coastal State” means a State or

territory of the United States i, or-bordering on, the Atlantic, Pacific, -
or Arctic Ocean, the Gulf of Mexico, or Long Island Sound.”

CITIZEN éUITB

Skc. 26. (a) Except as provided in-subsection (b) of this section,
any person having an interest which is or may be adversely affected
may commence a civil action on his own behalf— R

(1) against any person including—
A) the United States, and
(B) any other governmental instrumentality or agency
to the ewtent permitted by the eleventh amendment to the -
Constitution who is alleged to be im violation of the provi--
sions of this Act or the requlation promulgated thereunder,
or any permit or lease issued by the Secretary; or .
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(2) egainst the Secretary where there is alleged o failure of
the Secretary to perform any act or duty under this Act which 8
not disoretionary with the Secretary.

(b) No action may be commenced—

(1) under subsection (a) (1) of this section—

(A) prior to siwty days after the plaintiff has given notice
in writing under oath of the wiolation (%) to the Secretary,
and (#) to any alleged violator 8f the provisions of this Act
or any regulations promulgated therewnder, or any permit or
lease issued thereunder;

(B) ‘if the Secretary has commenced and is diligently
\progecuting o civil action in a court of the United States to
require compliance with the provisions of this Act or the
regulations thereunder, or the lease, but in any such action in
a court of the United States any person may intervene as a
matter of right; or

(2) Under subsection (a) (2) of this section prior to sizty days
after the plaintiff has given notick in writing under oath of such
action to the Secretary, in such mannér as the Secretary shall by
regulation prescribe, except that such action may be brought
tmmediately after such notification in the case where the violation
complained of, constitutes an imminent threat to the health or
safety of the plaintiff or would immediqtely affect a legal interest
of the plaintiff. ;

(¢) In any detion under this section, the Secretary, if not a party,
may intervene as a matter of right.

(2) The court ,in issuing any final order in any action, brought pur-
suant to subsection (a) of this section, may award costs of litigation
including reasonable attorneys fees to any party, whenever the court
determines such award s appropriate. The court may, if a temporary
restraining order or preliminary imjunction is sought, require the

filing of a bond or equivalent security in accordance with the Federal A

Rules of Civil Procedure.

(e) Nothing in this section shall restriot any right which any person
or class of persons may have under this or any statute or common
law to seek enforcement of any of the provisions of this Act and the
regulations thereunder, or to seek any other relicf, including, relief
agawnst the Secretary. -

PROMOTION OF COMPETITION

Skc. 27. Within one year after the date of enactment of this section,
the Secretary shall prepare and. publizh a report with recommenda-
tions for promoting competition and mawinmizing nroduction and rev-

enues from the leasing of Outer Continental Shelf lands, and shall

include a plan for implementing recommended administrative changes
and drafts of any proposed legislation. Such report shall include con-
sideration of the following—
(1) other competitive bidding sustems permitted under present
lonw as compared to the bonus bidding system ;
(2) evaluation of alternative bidding systems mot permitted
under present law,;
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(8) measures to ease entry of new competitors s and

(4) measures to increase supply to independent refiners and
distributors. 4
ENFORCEMENT AND PENALTIES

8Ec. 28. (a) At the request of the Secretary, the Attorney General
may institute a cwil action in the district court of the United States for
the district in which the affected operation is located for a restrainin
order or injunction or other appropriate remedy to enforce any provi-
sion of this Act or any regulation or order issued under the authority
of thz(sb‘)ict.

If amy person shall fail to comply with any provision of this

Agt, or any regulation or order issued under the autgwﬂty of thz'éf Act,
after notice of such failure and ewpiration ef any period allowed for
corrective action, such person shall be lioble for a civil penalty of not
more than $5.000 for each and every day of the continuance of such
failure. The Secretary may assess, collect, and compromise any such
penalty. No penalty shall be assessed until the person charged with a
violation shald have been given an opportunity for a hearing on such

charge.
(5‘ Any person who knowingly and willfully violates any provision

of shis Act, or any regulation or order issued under the authority.of
this Act designed to protect public health, safet , or the environment
or conserve natural resources or knowingly and willfully makes any
false statement, representation, or certification in any application,
record, report, plan, or.other document filed or required to be main-
tained under this Act, or who knowingly and willfully falsifies, tam-
pers with, or renders inaccurate any monstorin. ice or method of .
record required to be maihtained under this Xct or kndwingly and

willfully reveals any data or information required to be kept confl-

dential by this Act, shail, wpon conviotion, be: punished By a fine of = -

not more than $100,000, or by imprisonment for not more than one

year, or both. Each day that a violation continues shall constitute o . ..

separate offense. ‘ =aulle

(d) Whenever a corporation or other entity-wiolates any provision
o{'tlm Acty or any regulation or order issued under the authority of
this Act, any officer, .or agent to such corporation or entisy who author-
ized, ordered, orcarried out such violation shall be subject to the same
ﬁmf_ or imprisonment as provided. for under subsection (c) of this
section. j 4

(e) The remedies prescribed in this section shall be concurrent and
cumulative and the exercise of one does not preclude the evercise. of
the others. Further, the remedies preseribed in this section shall be
in addition to any other remedies afforded by any other law or
regulation.

ENVIRONMENTAL BASELINE AND MONITORING RTUDIES

Szc. 29. (a): Prior to permitting oil and gas drilling on any area
of the Outer Cantinental Shelf not previously leased n'tgnder thi?{c Act,

the Secretary, in consultation with the Administrator of the National

Oceanic and Atmospheric Administration of the Department of Com-
merce, shall make a study of the area invol ed to establish a b{weline
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of those critical parameters of the Outer Continental Shelf environ-
ment which may be affected by oil and gas development. The study
shall include, but need not be limited to, background levels of hydro-
carbons in water, sediment, and organisms; background levels of trace
metals in water, sediments, and organisms; characterization of benthic
and planktonic communities; description of sediments and relation-
ships between organisms and abiotic parameters; and standard oceano-
graphic measurements such as salinity, temperature, micronutrients,
dissolved owygen.

(0) Subsequent to development of any area studied pursuani to
subsection (a) of this section, the Secretary shall monitor the areas
involved in a manner designed to provide time-series data which can
be compared with previously collected data for the purpose of identify-
ing any significant changes. , _

(¢) In carrying out the provisions af this section, the Secretary is
directed to giwe preference to the use of Government owned and Gov-
ernment opérated vessels, to the mamimum ewtent practicable, in con-
tracting for work in connection with such environmental baseline and
monitoring studies. In order to avoid needless duplications, the Secre-
tary shall coordinate all such activities with the Administrator of the
National Qceanic and Atmospheric Administration and shall, when-
ever possible, utilize existing Government owned and Government
operated- mawine research laboratories in conducting research author-
1zed by this section. a1 ' : ¥

3. Section 203 of S. 3221 would amend Subsections (a) and (b) of
Section 8 of the Outer Continental Shelf-Lands Act as follows:

Skc. 8. Leasing or OQuter ConTiNenTAL SuELF.—[(2) In order to

meet the urgent need for further exploration and development of the

oil and gas deposits of the submerged lands of the outer Continental
Shelf, the Secretary is authorized to grant to the highest responsible -
qualified bidder by competitive bidding under regu'ations promulgated -

in advance, oil and gas léases on submerged lands of the outer Conti-

B

. nental Shelf which are not covered by leases meeting the requirements

of subsection (a) of section 6 of this Act. The bidding shall be (1)
by sealed bids, and (2) at the discretion of the Secretary, on the basis

of a cash bonus with a royalty fixed by the Secretary at not less than -

1214 per centum in amount or value of the production saved, removed
or sold, or on the basis of royalty, but at not less than the per centum
above mentioned, with a cash bonus fixed by the Secretary.]

L[(b) An oil and gas lease issued by the Secretarv pursuant to this
section shall (1) cover a compact area not exceeding five thousand
seven hundred and sixty acres, as the Secretary may determine, (2)
be for a period of five years and as long thereafter as nil or gas mav be
produced from the area in paying quantities, or drilling or well re-
working operations as approved by the Secretary are conducted
thereon, (3) requite the payment of a royalty of not less than 1215
per centum, in the amount or value of the production saved; removed,
or sold from the lease. and (4) contain such rental provisions and such
other terms and provisions as the Secretary may prescribe at the time
of offering the area for lease.]

(@) The Secretary is authorized to qgrant to the highest responsible
qualified bidder by competitive bidding under requlations promul-
gated in advance, 0il and gas leases on submerged lands of the Outer
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Continental Shelf which are not covered by leases meeting the require-
ments of subsection (a) of section 6 of this Act. The bidding shall be
by sealed bids and, at the discretion of the Secretary, shall be either
(Z) on the basis of a cash bonus bid with a royalty fixed by the Secre-
tary at not legs than 12Y% per centum in amount or value of the pro-
duction saved, removed, or sold, (2) on the basis of a cash bonus bid
with a fixed share of the net profits derived from operation of the
tract of no less than 30 per centum reserved to the United States, or
(8) on'the basis of a fiwed cash bonus with the net profit share reserved
to the United States as the bid varidble. The United States net prefit
share shall be calculated on the basis of the walue of the production
saved, removed, or sold, less those capital and operating costs directly
assignable to the development and operation (but mot acquisition)
of all oil and gas leases issued under this Act to the lessee under a net
prolﬂ'z sharing arrangement. No capital or operating charges for mate-
rials or labor services not actually used on gn area leased for oil or gas
under this Act under a net profit-sharing arrangement,; allocation of
income taxes; or expenditure for materials or labor services used prior
to lease acquesition shall be permitted as a deduction in the caleulation
of net income. T'he Secretary shall by regulation establish accounting
procedures and standards to govern the ealoulation of net profits. In
the event of any dispute between the United States and a lessee con-
cerning the caleulation of the net profits, the burden of proof shall be
on the lessee. That part of the net profit share due the United States
which. is attributable to ail production may be taken in-kind in the
form of oil and disposed of as prouided in subsection (k) of this sec-
bion. That part of the net profits share due in find shall be deter- -
mined by diwviding the net profit due the United States attributable to
the. ot or produgts taken in kind by the fairmarket value at the
wellhead. of the o0éil and/or gas (as.the case may.be) saved, remaoved -
or sold. In determining the attribution of profits as between. pil and
gas, costs shall be allocated proportionately to the wvalue ef their
respective shares of production. - BT % :
(b) An oil and gas lease issued by the Seerstary pursuant to this
section skall (1) cover a compact. area not excedding five thousand
seven hundred and-siwty acres, as the Secretary may determine, (2)
be for a period of (i) <n fwe years or (i2) for up to ten yedrs where
the Secretary deems such longer period mnecessery to encourage ex-
ploration and development in areas of wnusually deep water:or ad-
verse weather eonditions, and as long thereafter as oil or gas:may be
produced from the area in paying quantities, or drilling or well re-
working operations as approved by the Secretary are conducted there-
on, and (3) contain such rental provisions and such other terms and
provistons as the Secretary may prescribe.at the time of affering the
area for lease. sl AR AL oY Telier
4. Section 204 of S. 3221 would amend Section 8 of the Outer Con-
tinental Shelf Lands Act by adding the following new subsection (k) : .
(k) Upon commencement of production of oil from any lease, issued
after the effective date of this subsection, the Secretary shall offer to
the public and sell by competitive bidding for not less than.its fair
market value, in suck amounts and for such terms as he determines,
that proportion of the oifllpfoduced from said lease which is. due to
the United States as royalty or met profit share oil. The Secretary .



124

shall limit participation in such sales where he finds such limitation
necessary to assure adequate supplies of oil at equitable prices to in-
dependent refiners. In the event that the Secretary limits participa-
tion in such sales, he shall sell such oil at an equitable price. 1'he lessee
shall take any such royalty oil for which no acceptable bids are re-
ceived and shall pay to the United States a cash royalty equal to its
/]’Lairhemagkzzt value, but in no event shall such royalty be less than the
ighest bid.

5. Section 205 of S. 3221 would amend Section 15 of the Quter Con-
tinental Shelf Lands Act as follows:

[Sec. 15. Report BY SECRETARY.—AS soon as practicable after the
end of each fiscal year, the Secretary shall submit to the President of
the Senate and the Speaker of the House of Representatives a report
d_etailix.lithe amounts of all moneys received and expended in connec-
tion wit
- year.]

ANNUAL REPORT BY SECRETARY TO CONGRESS

Skc. 16. Within siz months after the end o’J each fiscal year, the Sec-
retary shall submit to the President of the Senate and the Speaker of
the House of Representatives a report on the leasing and production
program in the Outer Continental Shelf during such fiscal year, in-
cluding a detailing of all moneys received and expended, and of all
leasing, development, and production activities; a summary of manage-
ment, supervision, and enforcement activities; a summary of grants
made from the Coastal State Fund; and recommendations to the Con-
gress for improvements in management, safety and amount of pro-
duction in leasing and operations in the Outer Continental Shelf and
for resolution of jurisdictional conflicts or ambiguities.

6. Section 206 of S. 3221 would add the following new subsections
to Section 5 of the Outer Continental Shelf Lands Act:

Insuring Maximum Production From Oil and Gas Leases

(2) (1) After enactment of this section no oil and gas lease may be
issued pursuant to this Act unless the lease requires that development
be carried out in accordance with a development plan which has been
approved by the Secretary, and provides that failure to comply with
such development plan will terminate the lease.

(2) The development plan will set forth, in the degree of detail es-
tablished in regulations issued by the Secretary, specific work to be
performed, environmental protection and health and safety standards
to be met, and a time schedule for performance. The development plan
may apply to all leases included wnthin a production unit.

(8) With respect to permits and leases outstanding on the date of
enactment of this section, a proposed development plan must be sub-
mitted to the Seoretary within siz months after the date of enactment
of this section. Failure to submit a development plan or to comply
;oith an approved development plan shall terminate the permit or

ease.

(4) The Becretary may approve revisions of development plons if

he determines that revision will lead to greater recovery of the oil and

gas, improve the efficiency of the recovery operation, or is the only -

the administration of this Act during the preceding fiscal
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means available to avoid substantial economic hardship on the lessee or
permittee.

(e) After the date of enactment of this section, holders of oil and
gas leases issued pursuant to this Act shall not be permitted to flare
natural gas from any well unless the Secretary finds that there s no
practicable way to obtain production or to conduct testing or workover
operations without flaring.

7. Section 207 of S. 3221 would amend Section 11 of the Outer Con-
tinental Shelf Lands Act as follows: ‘
I[Skc. 11. Georocrcar ANp GEOPHYSICAL EXPLORATIONS.—Any ageéhcy
of the United States and any person authorized by the Sec¢retary may -
conduct geological and geophysical explorations in the-outer Conti-
nental Shelf, which do not interfere with or endanger actual opera-
tions under any lease maintained or granted pursuant to this Act, and

which are not unduly harmful to aquatic life in such area.}

GHOLOGICAL AND GEOPHYSIOAL BXPLORATION

Skc. 11. No person shall conduct any type of geological or geophysi-
cal explorations in the Outer Continental SZelf without a permit
1ssued by the Secretary. Each such permit shall contain terms and
conditions designed to (1) prevent interference with actual operations
under any lease maintained or granted pursuant to this Act; (2) pre-
vent or minimize environmental damage; and (3) require the per-
mittee to furnish the Secretary with copies of all data (including geo-
logical, geophysical, and geochemical data, well logs, and drill core
analyses) obtained during such exploration. The Secretary shall main-
tain the confidentiality of all data so obtained until after the areas in-
volved have been leased under this Act or until such time as he deter-
mines that malking the data available to the public would not damage
the competitive position of the permittee, whichever comes later.

8. Section 208 of S. 3221 would amend paragraph (2) of Subsection
5(a) of the Outer Continental Shelf Lands Act as follows:

(2) [Any person who knowingly and willfully violates any rule or
regulation prescribed by the Secretary for the prevention of waste,
the conservation of the natural resources, or the protection of correla-
tive rights shall be deemed guilty of a-misdemeanor and punishable
by a fine of not more than $2,000 or by imprisonment for not more
than six months, or by both such fine and imprisonment, and each day
of violation shall be deemed to be a separate offense.J The issuance
and continuance in effect of any ledse, or of any extension, renewal,
or replacement of any lease under the provisions of this Act shall be
conditioned upon compliance with the regulations issued under this
Act and in force and effect on the date of the issuance of the lease if
the lease is issued under the provisions of section 8 hereof, or with the
regulations issued under the provisions of section 6(b), clause (2),
}ﬁereog if the lease is maintained under the provisions of section 6

ereof.. .. £ nei : el

9. Section 209 of S. 3221 would amend paragraph (2) of Subsection
4(a) of Outer Continental Shelf Lands Act as follows: Ve TR

(2) To the extent that they are applicable and not inconsistent with
this Act or with other Federal laws and regulations of the Secretar
now in effect or hereafter adopted, the civil and criminal laws of each
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adjacent State [as of the effective date of this Act] are hereby declared
to be the law of the United States for that portion of the subsoil and
seabed of the Quter Continental Shelf, and artificial islands and fixed
structures erected thereon, which would be within the area of the
State if its boundaries were extended seaward to the outer margin
of the Outer Continental Shelf, and the President shall determine and
publish in the Federal Register such projected lines extending seaward
and defining each such area. All of such applicable laws shall be ad-
ministered and enforced by the appropriate officers and courts of
the United States. State taxation laws shall not apply to the Quter
Continental Shelf.

MINORITY VIEWS OF SENATORS FANNIN, HANSEN,
BUCKLEY, McCLURE, AND BARTLETT

SuMMARY oF MinNority ViEws

We strongly oppose S. 3221 and voted against reporting it for the
following reasons: X

1. The bill, while purporting to increase oil and gas production on
the Outer Continental Shelf, would in fact decrease production.

2. The bill is totally undesirable and unnecessary according to the
testimony of a majority of the witnesses and continued reiteration of
these and other repudiations of the bill by correspondence recejved
from the Administraticn which was ignored by the Committee.

3. The geological data disclosure authority granted by the bill is
confiscatory, anti-competitive, would discourage OCS exploratory
efforts and in combination with-the mapping program required by the
billh could encourage “fly by night” speculators to seek: OCS leasing
rights. A 1 .

%. The first essential steps toward the formulation of a Federa] Oil
and Gas Corporation would be taken under the broad authority and
punitive provisions created by the bill.” .. "~ . :

5. Many problems posed by various provisions of the bill, while
troublesome individually, taken in the aggregate would cause serious
delays and inequities in expanding OCS leasing, exploration, and pro-

duction programs thereby frustrating, rather than expediting, the = -

achievement of domestic energy 's'elfksuﬁ'lcienc{r. PLIE
6. The coastal state fund created by the bill would implement an
unconscionable bribery of coastal states not to resist OCS leasing pro-

grams on federal lands adjacent to their coasts at the expense of all =~

U.S. taxpayers and particularly to the detriment of the citizens of
inland states. 9

These objectians and others are set forth-in detail below.
1. The bill, while purporting to increase oil and gas production on

the Outer Continental Shelf, would in. fact decrease production

The findings section of the bill recognizes the need for increased
domestic production of oil and gas and the purposes section states that
the bill is intended to “increase domestic production of oil and natiral
gas in order to assure material security, reduce dependence on un-
reliable foreign sources, and assist in maintaining a favorable balsnce
of payments . . .” The substantive contents of the bill, however, would
have the effect of achieving just the opposite. The manifold disincen-
tives created by the bill, hereinafter discussed at length would impair
rather than increase domestic production on the OCS thereby frustrat-

.ing material prosperity and national security, increasing dependence

on unreliable foreign sources, and contributing to an increasingly

.infavorable balance of payments.

127)
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cumbered by other responsibilities. With respect to the OCS,
we see no reason for a departure from the present system.

John C. Whitaker, on Monday, May 6, 1974, stated:

In conclusion, Mr. Chairman, we are expanding, our
OCS leasing and we are convinced that this expanded pro-
-gram will be conducted under terms and conditions that pro-
tect our environment and our land based communities from
unacceptable adverse impacts.

We gelieve that the flexibility provided by the current
legislation is extremely desirable and that legislative changes
are unnecessary at this time.

Robert B. Kruger, Attorney-at-Law, on Tuesday, May 7, 1974
testified : |

In 1968, I was the project director for the Study of the
Outer Continental Shelf Lands of the United States, pre-
pared by my law firm for the Public Land Law Review
Commission. !

We made a comprehensive study of the operation of the
leasing system created under the Outer Continental Shelf
Lands Act. y

Our basic conclusion at that time was that the leasing sys-
tem, itself, was a viable and competitive one which contained
no major structural defects.

Eugene H. Luntey, on Friday, May 10, 1974, emphasized :

* * * We are not convinced that a revision of the OCS
Act is necessary, or would be the most expeditious route to
pursue such changes. iy

We believe it may be possible for the bidding procedure to
be modified by the Secretary of the Interior under the pres-
‘ent Act 80 4s to provide greater encouragement for explora-
tion and development.

Russell Petersen, on Friday, May 10, 1974, said:

Because of the scope of the oil spill liability issue and the
inadvisability of dealing with the complex subject piecemeal,
the Council does not believe that it is necessary or advisable
to amend the OCS Lands Act to add a liability section. .

Eugene H. Luntey, on Friday, May 10,1974, remarked :

* # * due process under existing law would seem to offer
reasonable safeguards and new legislation is not necessary to
ensure adequate accountability.

Despite the Administration’s continuous and patient efforts to offer
written comments on a timely basis during the hearing and mark-u
stages of the Committee’s consideration of the bill, nearly all suc
communications were largely ignored. Five examples of such corre-
spondence are included in relevant part below :
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LETTER TO CHAIRMAN HENRY M. JACKSON FROM UNDER SECRETARY OF THE
INTERIOR JOHN C. WHITAKER OF MAY 4, 1974

Hon. Henry M. JACKSON,
Chairman, Committee on Interior and Insular A ffairs,
U.S. Senate, Washington, D.C.

Dear Mr. Caamyman: This responds to your request for the views
of this Department concerning several bills which deal with the energy
resources of the Outer Continental Shelf, S. 3221, S. 2762, S. 2858,
S. 2922, S. 2389 and S. 3185.

We recommend that none of these bills be enacted, since appropriate
gct;i(lm with respect to OCS energy resources can be taken under exist-
ing law. :

The bills

S. 3221 would require the Secretary of the Interior to undertake a
program of promoting petroleum production from the Outer Conti-
nental Shelf subject to new environmental and safety requirements.
The Quter Continental Shelf Lands Act would be amended to declare
that United States policy is to make available for leasing prior to 1985
all OCS lands determined to have geologically favorable potential and
be capable of development without undue environmental harm. To
carry out this policy the Secretary would be required to develop a leas-
ing program, specifying the size, timing and location of leasing activ-
ity that will best meet energy needs for the ten year period following
approval, subject to certain criteria directed toward overall resource
management, geographic decentralization of leasing and receipt of fair
market value for public resources. An open nomination procedure
would be established for areas to be leased or excluded from legging.
The bill specifies matters to be included in the environmental impact
statement for leased areas and authorizes the Secretary to obtain all
information from public or private sources necessary to make evalua-
tions required by the Act.

The bill would also require the Secretary to undertake a major OCS
oil and gas survey, including geologic investigations and drilling, and
a mapping program. No part of the survey and mapping program
would be considered a major Federal action under the National En-
vironmental Policy Act of 1969 except drilling exploratory wells. Pér-
sons holding leases or permits for oil or gas exploration or develop-
ment on the OCS would be required to provide the Secretary with
pertinent information concerning the area which the lease or permit
covers. In addition, the Secretary would be required to carry out a re-
search and development program to improve technology related to
development of OCS oil and gas resources.

The bill provides for a safety and environmental protection pro-
gram which would include (i) safety and environmental standards
for equipment used in OCS exploration, development and production,
(ii) equipment and performance standards for oil spill cleanup plans
and operations, and (iii) a safety regulation enforcement program
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which includes specified Federal inspection of OCS operations.
Issuance and continuance of leases would be conqmlopeq upon com-
pliance with such regulations. A standard of strict liability for oil
spill damages would be imposed on leaseholders except where damage
is caused by war or the damaged party.

Section 8 of the Outer Continental Shelf Lands Act would be re-
vised to specify that bidding for OCS leases on a “net profit” basis 1s
allowed, in addition to bonus bidding, but royalty bidding would be
excluded. The bill would also permit the Secretary to sell Federal
royalty oil by competitive bidding and would prohibit him from con-
tinuing leases which would otherwise terminate, unless there is a rea-
sonable assurance of production from such leases within the period of
an extension. Additional provisions are included to assure full devel-
opment and maximum production from OCS leases, including a Gen-
eral Accounting Office audit of shut-in wells, Secretarial unitization
or coaperation or pooling agreements, and review authority for devel-
opment plans. P 1

Five percent of OCS revenues would be paid into a newly created
Coastal States Fund, subject to a $200 million per year maximum. The
Secretary would be authorized to make grants from the Fund to
coastal States to ameliorate adverse environmental effects and control
secondary social and economic impacts associated with development
of Federal OCS energy resources. Secretarial regulations for admin-
istration of the Fund would include requirements for grant eligibility,
with the proviso that no grant could be made for more than ninety
percent of the cost of activities to be conducted under the grant. The
Secretary would also be authorized to negotiate with a view to devel-
oping interim agreements to fermit energy resource development prior
to final judicial resolution of disputes relating to such resources. The
President would be authorized to establish procedures for resolution
of international or interstate boundary disputes.

Discussion—We agree generally with many of the essential objec-
tives of these bills, but recommend against their enactment at this
time. The existing Outer Continental Shelf Lands Act permits sub-
stantial latitude for adjustment to changing circumstances and our
program for development of the OCS can be fully carried out under
the present law. Significant changes in that law could seriously delay
achievement of the degree of national energy independence which we
believe is vital.

Discussed more specifically below are some of the more important
respects in which we believe provisios of these bills are either unneces-
sary or undesirable.

Scape of leasing program.—Provisions limiting or otherwise modi-
fying the scope of the OCS leasing program are undesirable. For ex-
ample, the goal stated in S. 3221 of leasing all available prospectively
productive OCS lands by 1985 is unrealistic and implies a rapid rate
of development which may involve undesirable environmental or other
effects and which is far in excess of that presently planned. Our best
estimate of the next appropriate change in the scope of the OCS pro-
gram is to lease some 10 million acres in calendar year 1975. We believe
that the rate of leasing implicit in S. 3221 would dispose of vast OCS
acreages without increasing petroleum exploration and production be-
yond that achievable under the current program. The current leasing
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program is sufficiently large that availability of drilling rigs will be
the main limiting constraint rather than availability of unexplored
leases. * * *

Furthermore, the CEQ study has concluded that leasing can be
carried out in the areas included in that study if appropriate safety
and environmental requirements are adhered to in eac% area. We intend
to require of the industry whatever design criteria and practices are
necessary to meet the CEQ concerns.

In contrast, the present law provides sufficient flexibility for an
appropriate balancing of energy and environmental factors. Our con-
cern is to improve the leasing system within the present framework
and in this connection the Department recently has adopted a two-tier
system for designating tracts to be leased. Under it industry nominates
promising areas and the public at large is invited to comment on en-
vironmental and other considerations bearing on tract selection. Based
on this and its own independent review, the Department then specifies
areas to be leased. A related consideration is the specific study or other
requirements found in several of the bills which are prerequisites to
leasing. * * *

We concur in the need for adequate study of areas to be leased.
Present law adequately provides for this through the National En-
vironmental Policy Act and the Quter Continental Shelf Lands Act,
and our policy is to expand our capability rapidly for determining all
the facts necessary to a balanced leasing program. We also agree that
consultation with coastal States is appropriate but requiring consent
of their governors is unwise in view of the broader national aspects
of the OCS program.

Lease o;fermi and conditions—competition and other economic con-
siderations.—The OCS Lands Act provide that leasing of OCS lands
shall be by competitive sealed bidding on the basis of a cash bonus
bid with a fixed royalty on a bid royalty with a fixed bonus, but in no
instance can the roKalty be less than 12.5 percent. The leases are for
a five fyea,r term. These provisions are sufficiently flexible for institu-
tion of the most desirable alternative leasing systems to promote com-

tition while serving the public’s interest in receiving a fair return
or its resources and using those resources in the most responsible
manner.

_ Different methods of bidding for OCS leases are under constant con-
sideration. Bonus bidding has historically been used for Federal OCS
leasing, but the Department is committed to a test royalty bid offering
not later than the September 1974 OCS lease sale. Although this ex-
periment is a royalty bid experiment, we believe that the information
developed will tell us enough about both bonus and royalty bidding to
indicate whether further consideration of other possible bidding meth-
ods is justified. We are also examining the feasibility of a number of
other systems such as profit sharing, installment or contingency bonus
payments.

_ We are opposed to mandating any single system which would result
in a loss of the flexibility whic%l th};, pregsentyAct provides. * * *

Safety and environmental programs.—The need for constantly im-
proving our environmental protection and safety programs is clear
:}Illd Wt:i concur in the broad objective of several of the bills to achieve

isend.
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The Interior Department is, however, implementing the present
OCS Lands Act in accordance with the National Environmental Policy
Act to insure that these considerations are adequately taken into
account. Provisions such as those contained in * * *

S. 3221 are unnecessary as the actions are authorized under exist-
ing laws. Also such provisions might be detrimental if transitional
problems of complying with their provisions delay current studies
or other actions we are currently undertaking to 1mprove environ-
mental protection and other requirements. * * *

The Department is undertaking preparation of a full environ-
mental impact statement on the new 10 million acre leasing program
pursuant to the National Environmental Policy Act. The Council on
Environmental Quality has recently completed a study of OCS leas-
ing, which includes a number of recommendations which we believe
will improve our administration of the OCS program. These and other
actions will, we submit, appropriately serve the objective of insuring
safety and environmental protection.

Research and Development.—A strong research and development
program is essential both with respect to energy and environmental as-
pects of OCS mineral development. It is, however, being accomplished
under existing law and several provisions in the bills under considera-
tion might, if enacted, actually adversely affect the R&D effort. Man-
dating a wide range of studies by different agencies, as does S. 3221,
may preclude desirable coordination and executive flexibility. * * *

Public information and participation in OCS decisions.—Assuring
that the public has access to information needed to make intelligent
decisions with respect to OCS energy resources and an adequate op-
portunity to participate in OCS program decisions is essential. Equally
important is the desirability of developing a more extensive resource
inf%rmation base. 3

The Interior Department presently has the necessary authority to
pursue these objectives. Consultations with industry representatives,
environmentalists and others are presently underway concerning the
advisability of an exploratory program. The present OCS Lands
Act permits the Department to require that permittee furnish us with
data obtained during exploration ard we expect to reach conclusions
about what should be done in this regard shortly. :

Tt would not be appropriate to amend the OCS Lands Act at this
time to require the development of specific informational programs.
To illustrate, the survey and mapping program required by section
202 of S. 3221 would im}')act quite heavily and perhaps undesirably
on our OCS program. If enacted, this provision would require that
a survey of OCS oil and gas resources be conducted and that the
Secretary maintain a current series of detailed topographic, geologi-
cal, and geophysical maps of and reports about the OCS. Maps for all
areas under lease or proposed for leasing prior to July 1, 1977, would
have to be prepared and :published prior to July 1, 1976; maps of
areas proposed for leasing after July 1, 1977; would have to be
prepared and published not later than six months prior to the last
day for submitting bids. for the areas offered for lease; the maps of
all prospective areas must be prepagred and published not later than
ten years after the date of enactment.
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Under these provisions a plan for conducting the prescribed survey
and mapping programs would have to be submitted to Congress within
SIx months after enactment. A progress report to Congress, including
a summary of initial data compiled, would be due within 20 months
after enactment, and progress reports would be required on an annual
basis thereafter. Conductu%such an extensive mapping and survey ef-
fort would be extremely difficult, especially within the time frame set
forth, and would not likely produce results justifying the effort. Again,
our present program undertaken pursuant to existing authority and
modified as needs change, should be satisfactory.

Moreover, since the bill’s provisions would exempt all actions other
than the drilling of exploratory wells from classigcation as a major
Federal action for the purposes of Section 102(2) (C) of NEPA, it
would seem that exploratory wells must therefore be considered major
Federal actions. Requiring an EIS could significantly delay the drill-
ing of exploratory wells that are important to the conduct and comple-
tion of the survey and mapping programs prescribed under S, 3221 and
could result in unnecessary delays in the preparation and publication
of the prescribed maps and in the development of information impor-
tant to an effective and expeditious leasing program for OCS lands.

Similar objections appear in several of the other bills. S, 2922 im-
poses several data gathering requirements in section 3 (adding a new
section 15 to the OCS Lands Act) which are costly and may be virtu-
ally impossible to obtain within the time frame set forth. The impact
of the study requirement is }l))zrticularly serious because of the bill’s

requirement that no leasing be conducted in any area for which the
study has not been completed. ik :

Distribution of OCS revenues * * *

S. 3221, * * * would divert revenues from the U.S. Treasury to ad-
jacent coastal and other states and we oppose such provisions, Receipts
under the Outer Continental Shelf Lands Act from OCS oil and gas
leases belong to the Federal Government and currently make a sub-
stantial contribution to Federal income. In such revenues were diverted:
to coastal and other States, as the bills provide, the Federal Govern-
ment would need to increase its income from other sources. Also the
bills adopt inflexible allocations of funds to such States without regard.
to need or resources.

To summarize, the bills before the Committee deal with the major:
issues relating to use of the energy resources of the Outer Continental
Shelf. To meet our present energy needs, however, we believe that the.
present OCS Lands Act provides a satisfactory framework and that
further legislation such as that before the Committee is undesirable or
unnecessary.

The Office of Management and Budget has advised that there is no
objection to the presentation of this report from the standpoint of the
Administration’s program.

Sincerely yours,
JorN C. WHITAKER,
Under Secretary of the Interior.
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LETTER TO SUBCOMMITTEE CHAIRMAN LEE METCALF FROM LEGISLATIVE
COUNSEL OF THE INTERIOR DEPARTMENT, KEN M. BROWN OF JULY 1,
1974

Hon. Lee METCALF, . y
Chairman, Subcommittee on Minerals, Materials, and Fuels,
U.S. Senate, Washington, D.C.

DEear SENATOR METCALF : In response to your letter regarding Under
Secretary Whitaker’s May 6 testimony on S. 3221 and other legisla-
tion dealing with S. 3221, please find enclosed our comments on spe-
cific provisions of S. 3221 which could create serious delays in achiev-
ing the degrees of energy self-sufficiency for the nation which is so
necessary. : i

Generally, while many features of the bill are apparently directed
at improving OCS leasing procedures, there is little to encourage early
exploration and optimum production from OCS leases. Much of the
authority proposes concentrates heavily on geological and geophysi-
cal investigation and reporting. The bill requires minerals fact finding
studies with obligations to report to Congress, without reference to
authority to implement ﬁnd.mgs and recommendations.

Responses are also provided to the five specific questions you asked.

We will be glad to provide any further information you desire.

Sincerely yours, !
Kz~ M. Brown, Legislative Counsel.
Enclosures.

EXAMPLES OF SPECIFIC FPROVISIONS OF 8. 3221 WHICH COULD DELAY
ENERGY SELF-SUFFICIENCY

Seotion 208, 18(d).—This subsection is interpreted to call for an
environmental impact statement on the leasing program which would
in¢lude an oil and gas resource assessment of each area to be offered
for leasing.

Past lease program schedules prepared by the Department have not
required impact statements. Instead, environmental statements were
prepared for individual sales scheduled. The Department is now pre-
paring a programmatic impact statement for the dproposed accelerated
program to lease ten million acres annually, and presumably a sepa-
rate impact statement will continue to be prepared for each lease sale
under that schedule. None of these statements would satisfy the lan-
guage of the bill as it isnow written. ;

The time frame for completion of an impact statement in accordance
with NEPA and a resource assessment as required in the bill could be
restrictive. Preparation of a statement covering all areas to be in-
cluded in the program could require two to three years to complete.
It probably would be more complex than the trans-Alaska pipeline
amf oil shale statements and mucﬁ more comprehensive than the CEQ
.. .environmental assessment of OCS development on the Atlantic and
Gulf of ‘Alaska, which was completed in one year.

Section 19.—Thé ~pr0posed.1‘_::gislqtion would increase the Depart-
ment’s obligation for gathering, mapping and publishing data on OCS
resources. Geophysical maps and other data would be required to be
prepared and published by July 1, 1976, for OCS areas under lease or
scheduled for lease on or before June 30, 1977.

137

Preparation and mapping for publication of such data would be
costly in manpower and time; and because of the time lag for pre-
Earing and releasing the mapped data, the information supplied would

e of questionable value to industry. Industry itself collects and con-
tinually updates data on potential OCS prospects well ahead of
schedufed lease sales and in many instances ahead of the initial data
gathered by the Government.

‘L'his data publication provision may not significantly delay energy
development from the OCS. However, it will divert téchnical exper-
tise away from data evaluation for selection of tracts to be offered for
leasing. Identification of favorable prospects will be a critical factor
in the success of an accelerated leasing program, especially in new
frontier areas.

Section 27 —This section requires completion of a study of methods
to promote competition and maximize revenue, and presumably pro-
duction, from leasing OCS lands. The study would include a plan for
implementing recommended administrative changes and drafts of
proposed legislation.

e Department has evaluated these points in the past and is con-
tinually investigating procedures for improving OCS leasing, There-
fore, completin%)ea study of these specified points within one year
would prove to be only an exercise since there is no provision in the -
Act to incorporate further changes in leasing methods without addi-
tional legislation.

Section 203, 8.—Under revision of the lease terms, OCS leasi
would be restricted to bonus bidding—royalty bidding would be elimi-
nated. The Department is committed to hold a test of royalty bidding
at the September 1974, OCS lease sale. Also, the Department is in-
vestigating the possibility of conducting a test of profit sharing at a
future lease sale (possibly September 1974 or January 1975).

The proposed legislation, as written, would prevent such lease tests
or adoption of other leasing practices, if they are found to be desir-
able. The only exception to cash bonus bidding with a fixed royalty is
a cash bonus with profit sharing fixed at 55 percent. It should be rec-
ognized that the profit sharing method woufae provide no royalty oil
for distribution under subsection (k) of this section.

Section 206, 5—Subsection (g) would require each lease issued after
enactment of this section to require an approved development plan.
Approving a development plan prior to any drilling could be complex
and .could delay both exploration and production. Because of unique
operating conditions encountered on the OCS and the diverse owneér-
ship patterns that could exist, a separate plan probably would be
necessary for each lease issued or unit formed. Requests for appraval
for revised plans (allowed under the bill) would be continuous, For
instance, a successful OCS lease program of ten million acres annually
could involve up to 2,000 development plans.

_It would be preferable for the Act to authorize the Secretary, at his
discretion, to require exploratory wells to be drilled within specified
periods and if production were established, to file an approved devel-
opment: plan within a given time—possibly six months. This approach
would not delay exploratory drilling, which would be carried out
under existing stipulations and orders. :
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LETTER TO CHAIRMAN HENRY M. JACKSON FROM THE SECRETARY OF THE
INTERIOR, ROGERS C. B. MORTON, OF JULY 15, 1974

Dear Mr. CHAIRMAN : In view of your Committee’s plan to mark-up
- 8. 8221, I wish to reiterate the Administration’s stmnﬁ opposition to

enactment of this legislation which would amend the Outer Con-
tinental Shelf Lands Act. Our letter of May 4, 1974, expressed the
reasons for this position in detail.

We now have a sound program for the development of Outer
Continental Shelf energy resources which we believe will achieve
substantially the same objectives as S. 3221. Extensive environmental
protection and safety measures are incorporated in our program to
assure Outer Continental Shelf development is conducted with the
minimum acceptable environmental costs and with the greatest possi-
ble safety for workers. New bidding systems are being evaluated and
test sales will be conducted to make certain these valuable energy
resources are leased in a manner which will guarantee a fair return to
the citizens of the United States and enhance fair competition among
bidders.

The present Outer Continental Shelf Lands Act can fully accommo-
date these objectives and will permit a substantial degree of latitude
for adjustment to future changing circumstances, conditions and tech-
nology. Enactment of S. 8221 at this time would disrupt these efforts
resulting in serious delays in meeting the President’s goal of energy
self-sufficiency. I urge your support for the present program, which [
believe best serves national energy needs, and for retaining the present
legislative framework governing the Outer Continental Shelf.

Sincerely yours,
Rocers MorToN,
Secretary of the Interior.

LETTER TO CHAIRMAN HENRY M. JACKSON FROM ADMINISTRATOR OF THE
FEDERAL ENERGY ADMINISTRATION, JOHN C. SAWHILL, OF JULY 15, 1974

Hon. HexNry M. JACESON, \ iy
.Chairman, Interior and Insular Affairs, New Senate Office Building,
Washington, D.C. g

Dear Mr. CHAIRMAN : T have recently learned that your Committee
is planning to consider S. 8221, which would amend the Outer Con-
tinental Shelf Lands Act of 1953. As Duke Ligon testified in early
May (copy attached), it is the opinion of the Administration that no
amendments are necessary or desirable at this time since many of the
matters contained within the proposed amendments can be handled
more effectively and expeditiously under existing laws. 1

The Outer Continental Shelf Lands Act is broad and flexible.
Changes and adjustments to existing Eolicy can be carried out by
virtue of authority contained in that Act. As a matter of fact, the
Interior Department is pursuing that course through changes in
leasing regulations, additional proposed changes, and by some experi-
mental lease sales planned for execution beginning later this year.

In light of the above and in the hope that we can avoid confusion
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in this matter, I would appreciate your reconsidering the desirability
of proceeding with any amendments to the Outer Continental Shelf
Lands Act at this time.
Sincerely,
Jonx C. Sawwnrrs, Administrator.

LETTER TO CHAIRMAN HENRY M. JACKSON FROM ASSISTANT SECRETARY OF
THE INTERIOR, ROYSTON C. HUGHES, OF JULY 26,1974

Hon. HENry M. JACESON,
Chairman, Committee on Interior and Insular Affairs,
U.S. Senate, Washington, D.C.

Dear Mr. CuatrMaN : In accordance with Seeretary Morton’s July
16 letter on Committee Print No. 1 of S. 3221, relating to the energy
resources of the Outer Continental Shelf (OCS) this Fetter sets forth
the Interior Department’s analysis of Committee Print No. 1 and our
position concerning its major provisions. We previously expressed our
views on S. 3221 as originally introduced by letter dated May 4, 1974.

We oppose amending the Outer Continental Shelf Lands Acts at
this time, because it would disrupt current efforts to achieve full
utilization of these resources. The specific problems that enactment
of S. 3221 would cause are discussed belfﬁw.

Leasing program.—Title II of the bill purports to establish a na-
tional policy of use of OCS resources and the criteria for a leasing
program. Taken together these provisions are so general for the most
part that they contribute little or nothing to a sound program. Our
present policy and actions are easily comprehended by these provisions
which are at best unnecessary and at worst confusing and productive
of controversy and litigation. Where these provisions are more spe- .
cific, they are in several instances either superfluous or harmful. We
believe it is undesirable at this time to require development of a ten-
year leasing program as contemplated by the bill, since this would
divert scarce funds and manpower from more pressing matters in the
OCS, and other programs. For any leasing program, however, it is
standard governmental operating procedure to prepare at the ‘appro-
priate time the budget and manpower estimates cal{:ad for in new sec-
tion 18(c) of the OCS Lands Act which the bill would add (page 6, line
20 through page 7, line 5). New section 18(d) mentions some .factors
which must be included in the environmental impact statement on the
leasing program. These are factors which obviously will be included
whether or not section 18(d) becomes law, but we o pose on prineiple
this amendment to the National Environmental Policy Act. }I)Vew sec-
tion 18(e) requires the Secretary of the Interior to establish ‘pro-
cedures for a leasing tract-nomination system—something we have al-
ready done under the present OCS Lands Act, as indicated in our
May 4 letter.

Likewise, sections 18(f) through (j) weuld have a minimal practi-
cal effect, except perhaps in two respects. First, section 18(h) requires
the Secretary to review and reapprove the leasing program at least
once each year. This intrusion of executive discretion may, on the one
hand, require needless paperwork and establish an unenforceable
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requirement or, on the other hand, compel too much review and re-
approval of leasing programs. Second, section 18(i) confers broad
authority on the Secretary to obtain information needed to.prepare
environmental impact statements with little regard for recently en-
acted energy data and information provisions, the need for limiting
governmental authority or providing appropriate protection of private
interests. : ~
008 oil and gas survey program.—To a large degree the bill’s pro-
visions adding a new section 19 to the OCS Lands KZt (page 9, line 1
through page 11, line 18) are unnecessary, but to the extent they are
likely to have an actual effect, they could impact quite heavily and
perhaps undesirably on our OCS program. The bill would require that
a survey of all OCS oil and gas resources be conducted and that the
Secretary maintain a current series of detailed topographic, geologi-
cal and geophysical maps of and reports about the OCS. Maps woxﬁld
be required no later than six months prier to the last day for submis-
sion of bids for OCS areas scheduled for lease on or after July 1,

1977; and in no case later than ten years after enactment of all other .

areas. B

Under these provisions a plan for conducting the prescribed survey
and mapping programs would have to be submitted to Congress within
six months after enactment. A progress report to Congress; including
a summary of initial data compiled, would be due within 20 months
after enactment, and progress reports would be required on an annual
basis thereafter. Conducting such an extensive mapping and survey
effort would be extremely difficult, especially within the time frame
set forth, and would not likely produce results justifying the effort.
Carrying out the mapping and survey requirements (including surveys
on a spacing no greater than two kilometers) would require large
expenditures of money, possibly on the order of several billion dollars.
Again, our present program undertaken pursuant to existing authority
and modified as needs change, should be satisfactory.

Moreover, since the bill’s provisions would exempt all actions other
than the drilling of exploratory wells from classification as a major
Federal action for the purposes of section 102(2) (C) of the National
Environmental Policy Act, it would seem that exploratory wells must
therefore be considered major Federal actions. Requiring an environ-
mental impact statement could significantly delay the drilling of explo-
ratory wells that are important to the conduct and completion of the
survey and mapping programs prescribed under $S. 3221 and could
result in unnecessary delays in the preparation and publication of the
prescribed maps and in the development of information impertant to
an effective and expeditious leasing program for OCS lands.

Research and development.—A. strong research and development
program with respect to both energy and environmental aspects of
OCS mineral development is being accomplished under existing law.
New section 20 of the Act (page 11, line 20 through page 13, line 7) is
superfluous.

afety.—As pointed out in our May 4 letter, a recent OCS study by
the Council on Environmental Quality has concluded that leasing can
be carried out in OCS areas if appropriate safety and environmental
requirements are adhered to and we intend to require of industry
whatever measures are needed to assure a safe and environmentally
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sound program. In this regard, we are meeting the concerns underlying
the new section 21 which the bill would add to the OCS Lands Act,
including inspection, accident investigation and reporting measures.
Liability for oil spills—The Administration currently has under
consideration comprehensive legislation relating to oil spill and other
OCS liability. We recommend that the Committee defer action in this
area until the Administration proposal is developed. The Council on
Environmental Quality has previously commented on new section 22
(page 15, line 23 through page 17, line 19). : ; _
Nggotz'ation with States and immdary determinations.—New sec-
tions 23 and 24 of the OCS Lands Act (page 17, line 20 through page
18, line 8) provide no new authority for the Executive Branch and
merely call for actions pertaining to the matters with which we are
already dealing. : ;  BEATRE Lad o]
Coastal State Fund.—We are opposed to provisions of the bill which
would create a new program of grants to adjacent coastal States and
thereby divert revenues from the U.S. Treasurgé Receipts under the
OCS Lands Act from OCS oil and gas leases belong to the Federal
Government and currently make a substantial contribution to Fed-
eral income. If such revenues were diverted to coastal States, as new
section 25 of the Act would provide (page 18, line 10 through page
19, line 20), the Federal Government would need to increase its in-
come from other sources. In effect, the bill increases Federal expendi-
tures outside the normal budget and appropriation process, which is
both bad management and inflationary. It results in an inflexible
allocation of funds to such States without regard to need or resources
and also fractionates efforts to address the environmental, social and
economic problems of OCS energy development. M e 3

Lease terms.—The provisions of the present OCS Lands Act are
sufficiently " flexible for institution of the most desirable alternative
leasing systems to promote competition while serving the Eublic’s
interest in receiving a fair return for its resources and using those re-
sources in the most ressonsible manner. Different methods of bidding
for OCS leases are under constant consideration. Bonus bidding has
historically been used for Federal OCS leasing, but the Department is
committed to a test royalty bid offering not later than the September
1974 OCS lease sale. Although this experiment is a royalty bid experi-
ment, we believe that the information developed will tell us enough
about both bonus and royalty bidding to indicate whether further
consideration of other possible bidding methods is justified. We are
also examining the feasibility of a number of other systems such as
profit sharing, installment or contingency bonus payments. We are
o¥po&d to mandating any single system which would result in a loss
of the flexibility which the present Act provides.

Section 203 of the bill would revise section 8 of the OCS Lands Act
to specify that bidding for OCS leases on a “net profit” basis is
allowed, 1n addition to bonus bidding, but royalty bidding would be
excluded. The Committee Print modified the original bill to specify
that not less than 30% of net profit must be paid to the United gtates,
instead of requiring a 55% payment. Section 204 of the bill would also
permit the Secretary to sell Federal royalty oil by competitive bidding
and would prohibit him from continuing leases which would other-
wise terminate, unless there is a reasonable assurance of production
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from such leases within the period of an extension. Additional provi-
sions are included in section 206 to assure full development and maxi-
mum production from OCS leases, Secretarial unitization or coopera-
tion or pooling agreements, and review authority for development
plans. In our view “net profit” bidding is permitted under the present
Act subject to certain non-objectionable limitations. We are continuing
to evaluate the desirability of “net profit” and other forms of bidding.

Miscellaneous.—Sections 301 and 302 of the bill require several in-
vestigations and studies as to which attention is already being directed.
The authority conferred is redundant and poses the potential of con-
fusing current authorities and efforts.

In regard to section 302, we have been studying and monitoring
shut-in and flaring wells under the OCS Lands Act and have furnished
information to the Congress on this subject.

Sincerely yours, T
S Rovsron C. Hucnrs,
Assistant Secretary of the Interior.

In summary, the Outer Continental Shelf Lands Act of 1953 has
been and remains a landmark legislative measure which provides an
ample statutory foundation for the orderly management of the oil and
gas resources of the federal offshore area. The administration has
repeatedly emphasized, and we agree, that tampering with an Act
that has steadfastly served the nation for over twenty years is unneces-
sary, undesirable, and counterproductive.. S. 3221 is unnecessary,
undesirable, and counterproductive to the rapid attainment of energy
self-sufficiency. T

3. The geological data disclosure authority granted by the bill is con-
fiscatory, anticompetitive, would discourage OCS exploratory
efforts and in combination with the mapping program required
by the bill could encourage “fly by night” speculators to seck
0CS8 leasing rights \

Section 18(i) authorizes the Secretary of the Interior to obtain
unlimited “data” and “other information” from public and private
sources concerning potential oil and gas reserves for use in preparing
Environmental Impact Statements; and

Section 19(h) directs the Secretary to require lessees and explora-
tion permit holders to disclose “any data about the oil or gas resources
in the area subject to the lease” in order to conduct a mapping
program. o )

Section 207 amends Section 11 of the existing Act and requires, as
a condition for the issuance of an exploration permit, that the per-
mittee turn over to the government all data obtained (including well
logs and the actual drill cores) during exploration.

A. Such authority is CONFISCATORY in nature and could lead
to an unconstitutional “taking of proprietary information”.

Although OCS lessees have, by regulation, traditionally been
required to transmit raw data to the USGS resulting from drill-
ing and ‘production operations, they have not been required to
disclose either raw data or proprietary interpretative information
resulting from exploratory efforts conducted pursuant to an ex-
ploration permit for unleased areas. Requiring such disclosure
could result in the confiscation of proprietary information.
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Even though the bill requires that the Secretary shall maintain
the confidentiality of all such proprietary data or information so
received, these requirements have been qualified by vague clauses
pertaining to the amount of time such information or data shall
remain confidential. '

.. It is likely that use of the data in the published maps and sur-
veys required by the Act and in the environmental impact state-
ments required by The National Environmental Policy Act, let
alone the high probability of “leaks”, will result in disclosure of
proprietary information. ) '

_ B. Such disclosure of proprietary information and subsequent pub-
lication as part of the Environmental Impact Statements or as part
of the mapping publications required by the act would be ANTI-
COMPETITIVE.

Such publication of proprietary information would alleviate
or substantially reduce competition as between present or prospec-
tive OCS lessees. Regarding the disclosure of raw data as well as
interpretative information, this anticompetitive effect is most
severe in areas on the OCS not under lease. Exploration permits
convey no exclusive rights to the holder to explore any area of the
OCS. Each potential lessee has an equal right to explore any
unleased area of the OCS and in turn an incentive to do so in order
to acquire sufficient information to enable him competitively to
identify promising tracts. To require him to disclose either data
or interpretative information resulting from such exploratory

Jinitiatives cuts at the heart of the competitive system.

The very backbone of competitive free enterprise in the de-
velopment of the OCS is the fact that private companies main-
tain and build their competitive positions on the strength of
their own proprietary information. For such information to be
given out by the Federal Government would destroy that free
competition and therefore severely delay development of the
OCS resource.

C. Rather than increasing the ease of entry into OCS production
operations and thereby providing for increased competition, the data
and information disclosure requirements in combination with the
requirement that the Secretary publish such data and information
would discourage private efforts to obtain such exploratory data and
information on the OCS.

A company would object to using its own capital to finance
exploratory efforts if the results of such efforts would automati-
cally be turned over to the government, which, through publica-
tion of such information in the form of maps and environmental
impact statements would in turn be making it available to com-
peting companies. The result would be a substantial lessening
of private exploration forcing an increased level of federal ex-
ploration and a subsequent dependence upon such federal ex-
ploratory information by all companies wishing to obtain OCS
leases. Thus, by virtue of the fact that the principal, if not ex-
clusive, source of exploratory information will be that collected
by the federal government greater uncertainty on the part of the
companies concerning the interpretation of such data and re-
luctance by the companies to rely upon the exploratory informa-
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tion collected by the government would serve as a disincentive

to responsible companies to submit bids at future OCS lease sales.

D. Instead, “FLY BY NIGHT” SPECULATORS would be en-

couraged to try to make a “fast buck” by utilizing the data published

by the federal government as a basis for submitting bids at future
OCS sales. " ‘

The Interior Department has already been troubled by specu-
lators (in one case, Fats Domino) submitting bids at OCS lease
sales. This problem would be seriously magnified if the data
provisions of the bill became law.

4. The first essential steps toward the formulation of a Federal oil
and gas corporation would be taken under the broad authority
and punitive provisions created by the bill

Section 19(b) authorizes the Interior Department to obtain in-
formation by itself conducting, contracting for or purchasing the re-
sults of, surveys and investigations.

Section 19(h) requires the industry to share its data about “the oil
or gas resources” as a condition precedent for retaining a lease.

Section 207 requires disclosure to the Interior Department of data
obtained pursuant to exploration permits.

Section 19(c) directs the Interior Department to map the OCS and
to a degree of detail suitable for actually drilling for oil and gas and
that no area may be leased until such maps are published.

A. Such authorities, if exercised, would cause the Interior Depart-
ment to compete directly with private enterprise.

The enormity of the mapping requirements creates a huge in-
formational need which can be filled only by government enter-
ing the data business in competition with private enterprise. Oil
exploration and geophysical companies which normally sell their
information to oil companies, will not want to supply geo-scien-
tific data if they know it would be made public, since its value
stems from its remaining confidential. There is, thus a strong
disincentive to the industry which could be overcome only by
government exercising its authority to perform the surveys on
its own account. Because of government’s market impact. not only
would the geo-data industry lose a major customer, but it would
face a new, all powerful competitor which would obtain, com-
pile and publish the data at a fraction of its cost.

The need for increased drilling. caused by the mapping require-
ments, given the shortage of drilling rigs, would encourage the
creation of a drilling fleet which also would compete with the
drilling industry. Finally, the sections of the Act which authorize
the eollection of industry’s raw data creates a distinct competitive
disadvantage and an exploratory disincentive to private enter-
prise. The results of such a situation would be uncertainty, court
battles. and delay. Industry would be forced ont of business or
out of the country in an effort to seek opportunities, thus increas-
ing the delay in OCS development and increasing costs to the
consumer. : SR :

B. Given all the elements of a “business” opportunity, the urge of
the government to seize it would be irresistable.
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Once private industry has been throughly discouraged and de-
lays in OCS development are apparent, the availability of mas-
sive amounts of high quality information, trained survey, drill-
ing and geological personnel and modern, sophisticated equip-
ment, would dictate the use of it all “in the public interest”. When
all the above elements are present, we would have a federal oil and
gas exploration company, complete with an unlimited supply of
prospects, a captive market and the ability to control prices.
Short of such a result, the government c¢ould ‘easily be inclined to
nationalize or partially nationalize the U.S. petroleum industry
as the British government has already announced its intention to
do in the North Sea area.

Such a temptation should never be presented to the government

in a nation whose economic strength 1s the result of its protection
of free enterprise.

5. Many problems posed by various provisions of the bill, while
troublesome individually, taken in the aggregate would cause
serious delays and inequities in expanding OCS leasing, ex-
ploration, and production programs thereby frustrating, rather
than expediting the achievement of domestic energy self-

Sufficiency _
A. Section 18(f), (g) and (h) prohibit leasing any OCS area
after January 1, 1978, not included in a published leasing program.
_This requirement is not only unnecessarily cumbersome and
rigid, but would also cause leasing delays by preventing practi-_
cal and needed adjustments in areas to be included in individual
lease sales. This intrusion into reasonable executive discretion
may, on the one hand, require needless paperwork and establish
and unenforceable requirement or, on the other hand, compel too
much review and reapproval of leasing programs.

B. Section 18(d), which amends NEPA, lists factors which need to
be included in environmental impact statements which although in-
flexibly restrictive in parts is also too broad to be properly applied
regarding all future OCS lease sales, including those in virgin areas.
It 1s not only unnecessary but would also cause delays in expediting
the Interior Department’s already expanded leasing program. ,

C. Section 19(d) requires the Secretary within six months to sub-
mit to Congress a survey and mapping plan.

This subsection would require delays in both mapping and leasing
programs by virtue of the fact that manpower needed for action pro-
grams would be taken away from their work to prepare a planning
document of questionable utility. :

D. Section 21 of the bill calls for an arbitrarily expanded and de-
tailed safety program.

This is one of the bill’s most classic examples of “overkill”.
The Interior Department in its letter to the Chairman of May 4th
pointed out that:

* * * arecent OCS study by the Council on Environ-
mental Quality has concluded that leasing can be carried
out in OCS areas if appropriate safety and environmen- -
tal requirements are adhered to and the Interior Depart-

38-533 O - 74 - 10
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ment is already requiring of industry whatever measures
are needed to assure a safe and environmentally sound
program. In fact it is already meeting the concerns
underlying the new section 21 which the bill would add
to the OCS Lands Act, including inspection, accident in-
vestigation and reporting measures.

There is no way for the Congress to be able to generalize and
prescribe for all future individual platforms in the Gulf of
Mexico, the Atlantic, the Pacific and off Alaska, safety standards
as all inclusive as those contained in Section 21. Implementing
these safety requirements would cause serious delays not only
because of expanded manpower and cost requirements, but also
because of litigation which would result seeking to enjoin further
OCS leasing, exploration, and production until all safety stand-
ards had been complied with. )

E. Section 26 of the bill authorizes citizen suits.

It thereby, in addition to citizen suits already encouraged by
NEPA, creates broader standing for many new and separate
causes of action to be brought against both the Interior Depart-
ment and any person alleged to be violating any part of the Act.
In light of the experience of the trans-Alaska pipeline litigation
and numerous suits already brought under NEPA to enjoin OCS
lease sales, this section would constitute an express invitation to
each U.S. citizen to initiate lawsuits to slow down and otherwise
delay the entire OCS program. )

The citizens’ suit provision of S. 3221 is one more step toward
“government by combat between attorneys”. o

Under this provision any citizen with an interest which is or
may be adversely affected may commence a civil action to enforce
the law. Any citizen may intervene as a matter of right in a suit
being diligently prosecuted by the government. ]

By providing a forum for private citizens to share in or become
the dominant partner in the Executive Branch’s Constitutional
responsibility to execute and enforce the laws of the land, the
Congress is frustrating and thwarting the goal of orderly devel-
opment of the Outer Continental Shelf. i )

Our system of jurisprudence has traditionally provided relief
to persons when direct injury is involved. The language of this
section, however, would substitute “interest” for “injury”. It then
goes one step further and attempts to create the interest by the
trust concept of Section 201 which states that “is a vital na-
tional resource held in trust by the Federal Government for all
people”. Under such a concept all citizens would have a justifi-
able interest under the bill even though the interest is shared in
common with all other citizens and there is no injury to the party
bringing the suit. This is an abdication of government. Enforce-
ment of the law of the land, insofar as the Quter Continental
shelf is concerned, would be placed in the hands of citizens with-
out regard to the diligence with which the government is per-
forming its responsibilities. The net result will be a government
by vigilantes.
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In any action taken by the Federal Government different law-
yers may have several different views which may or may not coin-
cide with the governments. The sole basis for permitting this di-
vergence of opinion to be argued in court should be whether or
not a party has standing and is being injured. To provide other-
wise, as this section does, will encourage a proliferation of law
sui]ts. The resultant effect will be lucrative attorneys’ fees and
delay.

Statutes should encourage obedience to orderly process and re-
spect for lawful authority. This provision of S. 3221 does neither.
Section 26 would not only constitute an express invitation to
citizens to initiate law suits to delay any or all parts of the ex-
panded OCS program and thereby frustrate the early attainment
of energy self sufficiency, but would additionally substitute gov-
ernment by individual extremist groups for government by orga-
nized representation.

The impact on attainment of energy self sufficiency is incalcu-
lable. Each suit could result in delay. Since continuing action is
required of the Secretary (annual revision or reapproval of the
leasing plan, coastal state grants, revision of lease terms etc.)
there is no end to the delay that can be encountered if suits are
filed every time the Secretary is required to act.

Some measure of the type of delay this type of litigation can
cause is illustrated by the nation’s experience with the Alaska
pipeline. The five gear delay was ended only by an act of Congress
at a time when due to severe petroleum shortages many were
waiting in long lines to obtain gasoline.

The citizen suit concept had its origin, presumably, in instances
where the government agencies responsible for enforcing the law
were failing to perform their dutv. Suits by private citizens were
a means of correcting that governmental dereliction. Section 26
assumes that the Secretary and other agencies of government will
totally fail-to-perform their respective duties. It’s almost anom-

~alous that the functions assigned to the Secretary would be

spelled out, and then, in effect, provide that if any citizen who
doesn’t agree with the Secretary can bring the matter up in liti-
gation and let the Court decide whether the Secretary was right
or wrong. A person who is injured should have “his day in court”
and he does without citizen suit provisions. The citizen suit pro-
vision seems to encourage any person—who may not be injured—
to bring policy determinations into the courthouse.

NEPA already presents sufficient opportunity for citizens to
participate in the OCS decision making process; in fact, too much
opportunity.

The Courts have become more and more liberal in recent years
in granting “standing” to sue. The liberalized standing concept
was somewhat narrowed by the Supreme Court in the Mineral
King case (Sierra Club v. Morton). In that case the Court held
that the goal is to put the right to litigate in the hands of those
who have a direct stake in the outcome, not those who seek to do
no more than vindicate their own value preferences through the
judicial process. This decision still permits suit by any individual
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who has in fact suffered an injury or by an organization as a rep-
resentative of members who have in fact suffered an injury.

In Natural Resources Defense Council v. Morton several orga-
nizations sought and were granted an injunction barring lease sale
of oil and gas on OCS because the NEPA statement failed to dis-
cuss In detail alternatives to the sale. This resulted in a delay of
one year.

_The following is a list of suits which could be brought, and in all
likelihood would be brought, under the provisions of Section 26.
The delays which could result from such litigation are evident.

Citizen v. Secretary—-challenging 10 year plan

18(b) (1) 1. Management does not consider all resources values

roperly.

18(b) (1) 2. Management does not consider potential impact oil
and gas exploration on other resource values of OCS. :

18(b) (2) 3. Timing and location doesn’t properly distribute and
decentralize exploration and development among various areas
of OCS under (A), (B), (C) and (D).

18 gb) (3) 4. Doesn’t provide for receipt of “fair market value.”

18(c) 5. Estimates of required appropriations and staffing im-
proper.

18(d) 6. Environmental statement improperly assesses oil and
gas resources of each area.

18(d) 7. Environmental statement improperly assesses rates of
expected exploration and development.

18(d) 8. Environmental statement improperly assesses: geologi-
cal and geophysical conditions, biological data, commercial and
recreational uses of “nearby land and water areas.”

18(e) 9. Challenge Secretary’s regulations on procedures for re-
ceipt and consideration of nominations, public notice, partici-
pation of State and local governments and coordination pro-

ram with programs under Coastal Zone Management Act.

18(h) 10. Every revision by Secretary subject to same attacks.

Company v. Secretary—challenging 10 year plan

18(i) 1. Challenging right of government under 18(b) and (i) to
obtain private data about location of oil and gas reserves.

18(j) 2. Challenging right of government agencies to disclose
data given in confidence.

Citizen and/or Company v. Secretary

19(h) 1. Challenge requirement, that holder of lease or permit give
Secretary any data about oil or gas resources subject to lease or
permit.

Company v. Secretary-—challenge research by Secretary

20(a) 1. Challenge finding that research not being conducted by
other public or private entity.
(@) Safety devices.
(&) Controlling blowouts.
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(¢) Cleanup oil spills.

(&) Drilling bits.

(¢) Flaw detection for undersea pipelines.

(f) Development of wells in deep water.

(g) Subsea production. _

20(b) Citizen and/or Company and or Union v. Secretary—
Safety and environmental standards. 1. Almost certain chal-
lenges to safety and environmental standards for OCS explora-
tion and production equipment.

20(c) Citizen and Company v. Secretary.—

1. Cleanug and Performance standards of oil spill cleanup
too rigid.

2. Cleanup and Performance standards of oil spill cleanup
too loose.

21(a) Citizen and/or Union ». Secretary.—All types of litiga-
tion—safety too loose, inspection not made or too lax, challenge
continuation of lease.

21(b) Company v. Secretary.—All types litigation—safety regu-
lations too rigid.

Citizen v. Company

22(c) Where differences between environmentalists and Secretar;
over whether pollution threaten aquatic or wildlife citizens will
sue.

Citizen v. Secretary

29 1. Various challenges on Baseline and Monitoring Studies.

203 2. Leasing and accounting challenges.

204.3. Disposition of royalty oil.

206(d) 4. Litigation over extension of leases—waiver develop-
ment requirements.

Citizen and/or Company v. Secretary

23. Challenging any interim agreements between the U.S. and
coastal states allowing energy resources development in dis-
puted areas.

Citizen and/or Company v. Secretary

25 Challenging v. Federal grants made to coastal states to assist
in ameliorating adverse environmental effects and contro] of
secondary social and economic impacts associated with OCS
National energy resources development.

Citizen v. Secretary

203(a) Challenging accounting procedures and standards govern-
ing the calculation of net profits and the actual calculation of
net profits.

F. Section 28 additionally authorizes the Attorney General to bring
suits against persons subject to the Act and imposes criminal and civil
penalties for violations of the Act.
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This section is another case of “overkill” apparently designed to
cause more delays. Its inclusion suggests that OCS permittees and
lessees have been acting in bad faith. No such reports have been
received by the Committee substantiating such a notion. We con-
clude therefore that the inclusion of this section was intended to
seek public favor by attacking U.S. petroleum companies in order
to distract attention away from the dismal legislative record of the
Ninety-third Congress regarding energy legislation.

G. Section 204 which amends Section 8 of the OCS Lands Act com-
mands the Secretary to dispose of its share of the oil by competitive
bid for not less than its fair market value.

“There are no guidelines concerning how the Secretary will de-
termine value. This becomes particularly important when an inde-
pendent refuses to purchase as provided in Subsection (k) and
the lessee is obligated to purchase for not less than the highest
bid. Presumably, an independent could bid a high amount of a
small quantity of oil, thus compelling the lessee to purchase the
remaining portion at such amount, even though it be higher than
fair market value.

This is a discriminatory and highly inequitable burden to place
on the lessee. If he cannot have the opportunitﬁr to bid on the
royalty oil he should not be forced to pay a price higher than fair
market value.

The provision is inconsistent with its title in that it attempts to
legislate the sale of net profit oil as well, which oil will be a contin-
ually indeterminate amount, depending on the profitability of op-
erations for a given period. The provision as drawn precludes a
lessee from having access to a considerable portion of the oil de-
rived from his lease as opposed to a fixed amount in a
strict royalty situation which permits proper economic planning.
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In addition to the concept being ill-conceived, Section 22 is de-
ficient in the following ways:

(1) A lessee is liable for damages to any person who is
effected “(a) within the territory of the United States, Can-
ada or Mexico; (b) in or on waters within two hundred
nautical miles of the baseline of the United States, Canada
or Mexico from which the territorial sea of the United States,
Canada or Mexico is measured; or (¢) within one hundred
nautical miles of any operations authorized under this Act.”
It is inconceivable that in this bill dealing with development
of our Quter Continental Shelf that we are trying to estab-
lish international law on damages due to persons in foreign
countries. This is the purpose and intent of numerous inter-
national conventions and conferences, which are now under-
way, e.g., Law of the Sea Conference in Caracas, Venezuela.
The scope of any liability section at this time should be lim-
ited to damages resulting in spills on the Outer Continental
Shelf or in or on waters above the Quter Continental Shelf.

(2) Strict liability is imposed for damages even if the dam-
ages that occur are caused by an “Act of God”, This has been
a well-accepted defense to strict liability and should be in-
cluded as such under Section 22(b) (2). This is particularly
true when there is an absolute requirement to cﬁzan-up any’
spills regardless of cause.

(8) There is a limit of $100,000,000 for each incident with
respect to damages but not clean-up. The $100,000,000 limit
should be applied to both damages and clean-up. A $7,000,000
threshold liability for the lessee and a $100,000,000 limit is
more than adequate to instill incentives to operate safetly and
protect those damaged and affected by a spill.

The inability of a lessee to have access to net profits oil under his
lease will thus have a negative effect on the valuation of an area
and thus be reflected in his bids.

The basic right to dispose of royalty oil is spelled out at the
outset. However, the provision goes on to attempt to legislate the
Secretary’s right to discriminate against other than “independent
refiners”, by limiting participation in such sales should the Sec-
retary deem it appropriate. The authority of the Secretary to
restrict the right of any parties to bid is highly questionable.

L. Section 203, Revision of Lease Terms, provides that bidding shall
be at the discretion of the Secretary on the basis of a cash bonus with
a fixed royalty or not less than 1214% or on the basis of a cash bonus
with a share of the net profits derived from operation of the tract. of
no less than 30% reserved to the United States or on the basis of a.cash
bonus with a variable net profit bid.

The method of bidding on leases should be retained as presently
written in the existing Act, but there should be a study and report
to Congress on all reasonable alternatives as called for in Section

H. Under Section 22, there is established strict liability for damages
subject to a $100,000,000 limit for each incident and unlimited liability
for a clean-up and removal. A liability fund is established through col-
lection of 214 cents for each barrel of oil produced in the Outer Con-
tinental Shelf.

: The Federal Water Pollution Control Act Amendments of 1972
and well-established tort law provide full and adequate protection
for damages and clean-up. To now establish new liability laws in
this area is redundant and unnecessary. It is also counter to accel-
erating development of our domestic sunplies. This results from
requiring the diversion of $100,000,000 into a fund which could be
more beneficially used to explore for and develop oil and gas.

27. The Department of the Interior and the Federal Energy Ad-
ministration both oppose changing the law in this area. Further,
it is illogical to call for a study of all alternatives and then man-
date what ones are to be used.

One of the alternatives is a “net profit” concept. If implemented
this would severely reduce if not retard OCS development. A de-
velopment program under a net profits sharing system would ne-
cessitate the recovery of substantially more reserves to economi-
cally justify the required expenditures to develop. Under this type
of arrangement the lessee must recoup the tremendous costs of dry
holes, lease acquisitions and other exploratory costs of non-pro-
ductive leases from which there is no profit. This format will thus



152

result in the elimination of any prospective tracts from bid con-
sideration with the accompanying depression of production and
regerves. ) )

Under the existing bidding system, a bidder’s evaluation of the
reserve potential is the principal factor in determining the
amount of bonus bid for a given tract. Under the proposed net
profits sharing system, it is possible that the level of bidding will
be keyed more to 2 minimum earning requirement and minimum
expenditure level. This could result in less development at a slower
pace. The goal for the Outer Continental Shelf 1s to maximize
production through full and accelerated development.

Many tracts awarded under a net profits leasing format would
not be fully developed and would be abandoned earlier in their
producing Yife in view of added cost burdens, resulting in a waste
of natural resources. . .

The recognized problem areas associated with a net profit sys-
tem leasing format both at a fixed and variable bid rate fully
warrants a detailed and complete review by the Department of
the Interior and that the results be keenly analyzed before this
applicable section of the OCS Lands Act is further considered for
amendment. For the same reasons other alternative methods of
bidding should be reviewed and a report thereon filed with
Congress. o

J. Failure to comply with the development plans prescribed in Sec-
tion 206 would result in termination of the lease, regardless of whether
such failure was caused by events beyond the control of the lessee.

In the event of the termination of a lease, no provision in this
section is made for notice or a hearing for the lessee or for a re-
bate of any part of the payments made for the leases.

The ten problems described in detail above are but a few of the
many provisions of the bill which would cause serious delays and
inequities in expanding OCS leasing, exploration and production pro-
grams, thereby frustrating rather than expediting the achievement of
domestic energy self-sufficiency.

6. The coastal State fund created by the bill would implement an un-
‘ conscionable bribery of coastal States not to resist OCS leasing
programs on Federal lands adjacent to their coast at the expense
of all U.S. taxpayers and particularly to the detriment of the
citizens of inland States

The creation of a program for granting OCS revenues to adjacent
coastal states under Section 25 is an unwarranted diversion of reve-
nues from the U.S. Treasury. Such a diversion of funds would be
inflationary, inequitable, and constitute a poor budgetary practice.
In addition, OCS receipts belong to all the people of the country who
currently receive benefits through congressional appropriation from
the Treasury. Diverting these revenues for coastal states only, with-
out requirement for need, would give coastal stataes windfalls and
would require increased taxation to make up for diverted revenues.

Senator Dewey F. Bartlett, aware of this inequity, wrote to the
Office of Management and Budget on August 14 to solicit Adminis-
tration views specifically on this section. His letter and the reply he
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received from the Director of the Office of Management and Budget,
along with supporting documentation, are reprinted below:

U.S. SENATE,
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS,
Washington, D.C., August 14,197 }.
Mr. FraNk Zars,
Deputy Director, Office of Management and Director, Executive Office
Building, Washington, D.C. ,

DEear Frank: As you know, the Senate Interior & Insular Affairs
Committee has reported S. 3221, the so-called Energy Supply Act
which deals with Outer Continental Shelf (OCS).

Section 25 (Committee Print 2 attached) calls for a creation of a
Coastal State Fund which would provide for 200 million dollars
per year for payment to coastal states which are adjacent to the Fed-
eral OCS on which oil and gas exploration and production activities
are to be conducted.

This fund is little more than another form of the OCS revenue shar-
ing concept. It is my understanding that the current administration,
and for that matter, every administration since the Outer Continental
Shelf Lands Act of 1953 was passed, has been opposed to a revenue
sharing measure. The false premise for a Coastal State Fund is that
activities of oil and gas companies conducted on the outer continental
shelf constitutes an adverse economic or social impact on the adjacent
coastal state. It does not appear to me that such activities are in fact
detrimental to the economy of the adjacent coastal state.

Furhermore, I question if as a matter of public policy the U.S.
Government should “buy” the acceptance of leasing activities to be
implemented in the federal offshore areas. It is unfair for land-locked
states to subsidize the coastal states, especially since coastal states
have already been allowed jurisdiction over and revenue of adjacent
coastal water inside the Federal OCS.

To m% regret, the Committee chose to ignore the position expressed
by the Department of Interior on behalf of the Administration. As
quoted on Page 24, Committee Print 2, the Department of Interior
wrote :

“Coastal State Fund. We are opposed to provisions of the bill which
would create a new program of grants to adjacent coastal States and
thereby divert revenues from the U.S. Treasury. Receipts under the
OCS Lands Act from OCS oil and gas leases belong to the Federal
Government and currently make a substantial contribution to Federal
income. If such revenues were diverted to coastal States, as new section
25 of the Act would provide, the Federal Government would need to
increase its income from other sources. In effect, the bill increases Fed-
eral expenditures outside the normal budget and appropriation proc-
ess, which is both bad management and inflationary. It results in an
inflexible allocation of funds to such States without regard to need or
resources and also fractionates efforts to address the environmental,
social and economic problems of OCS energy development.”

I propose to offer an amendment on the Senate floor which would
delete Section 25. The bill is likely to be called up for floor action



154

early next week. If you agree with my position on this issue, could you
furnish me with additional information to be circulated to my col-
leagues in an effort to obtain their support of this amendment?

Sincerely,
Dewry F. BARTLETT,

U.8. Senator, Oklahoma.

Execurive OFFICE OF THE PRESIDENT,
OrricE oF MANAGEMENT AND BUDGET,
Washington, D.C., August 16, 197},
Hon. Dewrey F. BarTLETT,
U.S. Senate,
Washington, D.C.

Drear Sexaror BartrerT: I certainly appreciate your proposal to
offer an amendment to delete section 25 of S. 3221, We agree with your
position on this issue and are happy to provide you with additional
information on why we strongly oppose earmarking OCS receipts.
The Office of Management and Budget also agrees with the viewpoint
of the Department of the Interior as quoted in your letter.

We are providing you with two papers. The first, which should
be useful for your general circulation, gives in abbreviated form the
reasons for opposing payments to coastal States from OCS receipts.
The second is a copy of part of a paper prepared by a work group
studying OCS problems, chaired by Dr. William A. Vogely and pre-
pared in 1972, This paper presents the counter arguments to the rea-
sons usually presented by those who propose sharing OCS receipts
with coastal States.

We have not had an opportunity to examine the bill as reported by
the Committee, but will do so as soon as it is available. If we can be
of further help, please feel free to call on Frank Zarb or myself.

Sincerely,
Rox L. Aswu, Director.

Enclosures.
REASONS FOR OPPOSING SHARING OCS RECEIPTS WITH COASTAL STATES

The OCS recepts are from Federal lands and therefore belong to all
the American people, not just those living in the coastal States.

Payments to coastal States would be inflationary by adding to Gov-
ernment outlays or would force the Government to either raise taxes
and other revenue or reduce expenditures of priority programs.

Legislation of this kind violates the spirit of the just passed Con-
gressional Budget and Impoundment Control Act of 1974. In doing so
it reduces the ability in future years of the Executive and the Con-
gress in allocating funds to the highest needs.

It 1s doubtful that there are serious adverse economic impacts on the
States from OCS leasing activities. Employees working on energy de-
velopment are highly paid and thus bring a larger than average share
of revenues through State income and other taxes. In addition, the
OCS related businesses with high values will be subject to State and
local taxes and will provide a large contribution to the tax base.
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Should any Federal assistance be needed, the existing programs for
community development provided by Commerce, HEW, HUD, Agri-
culture, Labor and EPA should be used rather than establishing over-
lapping and conflicting new programs.

Regarding environmental damage from potential oil spills, it does
not appear equitable for the Federal Government to provide compen-
sation when spills do not occur. When accidents ‘do occur, the com-
panies are liable for proven environmental damages. Only companies
that can bear this liability are permitted to lease. In addition, the
possibility of spills is reduced by providing strict regulations and then
enforcing them.

CaaPrER 6.) SHARING OCS REVENUES WITH ADJACENT STATES

INTRODUCTION

This paper examines the possibility of sharing Federal collection
from Outer Continental Shelf (OCS) mineral production with ad-
jacent states. It considers various justifications which have been ad-
vanced for such sharing, examining the evidence in support of each,
the type(s) of sharing each suggests, and the adjacent states for which
a rationale seems to be particularly appropriate. The paper also con-
siders the effect of different means on Federal revenues.

JUSTIFICATIONS FOR SHARING OCS REVENUES WITH ADJACENT STATES

Sharing OCS revenues with adjacent states has been supported for
the following three reasons: (1) to compensate adjacent states for
the adverse fiscal impact of OCS activity; (2) to compensate adjacent
states for the adverse environmental impact of OCS activity; and
(3) to mitigate state opposition to OCS activity. Each of these ra-
tionales is considered below. '

(1) The argument has been made that OCS activity has an adverse
fiscal impact on the adjacent state(s). Mineral production from the
OCS does not yield any royalties or severance taxes to state govern-
ments. Yet the governments of adjacent states and localities must
provide public services to OCS workers and their families. To help
pta}ge for these services, OCS revenues should be shared with adjacent
states. ‘

This argument, while making the accurate point that OCS mineral
production does not yield any royalties or severance taxes to adjacent
states, ignores the fact that OCS activity currently provides consider-
able revenues to adjacent states at present. Employees engaged in the
various aspects of OCS activity are subject to state income tax, state
general and selective sales taxes, state license fees, and state and local
property taxes. Businesses located onshore serving offshore facilities
are subject to state corporate income taxes, state sales taxes, and state
and local property taxes.

. The question thus become one of determining whether the addi-
tional state and local revenues attributable to OCS activity exceed or

! Reproduced from “Report of the Economic Working Group Outer Continental Shelf
Task Force,” May 1972 by Dr. William A. Vogley, Chairman, OSC Economic Work Group.



156

are equal to additional state and local expenditures because of OCS
activity, and, if not, whether this provides a rationale for sharing 0CS
revenues to make up the difference. For the average state, it is likely
that revenues will exceed or equal expenditures for the following
reasons. Offshore workers and onshore workers in support of offshore
facilities have incomes at average to above-average levels compared to
average per capita and family income in the adjacent states off which
OCS activity has occurred. Subsequently, they, on average, pay more
capita in state sales and income taxes than the average resident of the
state (these taxes accounted for 84% of all state tax collections in
1970). They will, also on average, pay more personal property tax to
local governments. Onshore facilities serving OCS activity are major
components of the property tax base of the communities where they
are located. Hence, OCS activity provides, in most cases, greater than
average shares of state and local revenues. . .

The expenditure picture on the whole is more cloudy since the 1m-
pact of OCS activity on various state and local function varies widely.
Additional expenditures per capital for education for OCS-associated
employees and their families are likely to be slightly greater than the
statewide average, given a preponderance of OCS-associated em-
ployees with children of school age. Additional expenditures per capita
for transportation for OCS activities could be more or less depending
on location. With the exception of most of the Alaskan OCS areas, the
OCS areas of the nation having a high potential for oil and gas pro-
duction have well-developed transportation networks in the coastal
regions of the adjacent states. Additional expenditure per capita for
welfare programs attributable to OCS activity is likely to be substan-
tially less than the statewide average. Additional total expenditures
per capita attributable to OCS activity is therefore not likely to be
significantly greater than average state expenditure per capita.

On average, OCS activity would therefore not be likely to impose a
net fiscal burden upon adjacent states. The likely single exception to
this would come in those states which depend upon royalties and sev-
erance taxes for substantial proportions of state revenue. States ad-
jacent to current or potential OCS activity in this category are Louisi-
ana, Texas, and Alaska (once North Slope production begins). Since
tax collections attributable to OCS activities would not include royal-
ties and severance taxes, the additional revenues may be less than addi-
tional expenditures. If this situation occurs and is attributable to state
dependence upon royalties and severance taxes, it does not seem to be
a strong argument for sharing OCS revenues. Those states which by
the good fortune of natural endowment have substantial mineral pro-
duction on which they can levy royalties and severance taxes have a
source of revenue not available to most states. This enables them to
have either greater expenditures with identical sales, income, and prop-
erty taxes per $1,000 of personal income (a typical measure of revenue
effort) or the same amount of expenditures with lower sales, income,
and property taxes per $1,000 of personal income than those states
which by reason of natural endowment cannot levy a severance tax. On
the basis of equal revenue efforts on those tax sources available to all
states for similar levels of expenditure, there would be little empirical
evidence for a net fiscal burden resulting from QCS activity.
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In particular circumstances, states may be able to prove a net bur-
den. If so, payments corresponding to the net burden could be paid to
affected states and localities. This, however, does not provide any argu-
ntle:lt to sharing a fixed percentage of OCS revenues with adjacent
states.

(2) The argument has been made that OCS production poses the
threat of potential environmental damage to adjacent states. OCS
revenues should therefore be shared with adjacent states to provide
compgnsation for these damages.

This argument only supports impact payments as needed. It does
not provide a rationale for regular sharing of a fixed percentage of
OCS revenues. OCS production poses only a threat, not a certainty,
of environmental damage. Compensation for damages is made only
after damages have occurred, not whether they occur or not occur.

However, it is doubtful whether compensatory impact payments
for enviornmental damage to adjacent states from OCS revenues is
the appropriate means to handle potential problems here. Payments
to states only are not likely to compensate all parties suffering dam-
ages. Moreover, if the liability for damages is borne by the Federal
government, the incentives to operating companies to minimize the
probability of occurrence of damage-causing accidents would be
reduced.

An alternative approach to the problem would be to concentrate
on minimizing the possibility of damage-causing accidents occurring
bv maintaining strict. adequately enforced Federal regulation of
OCS exploration and production and by permitting only companies
which can demonstrate an adequate technical and financial capability
to explore and operate OCS leases. When accidents do occur, the
company responsible should be liable for proven damages. Only
those companies which have the capability to bear such liabilities
should be permitted to lease OCS lands.

(3) The argument has been made that sharing of OCS revenues
with adjacent states is necessary to overcome political objections to
OCS exploration and production. Current or proposed OCS activity
has occasioned state suits for a variety of reasons. Sharing is seen as
a way of overcoming these. o o

The impact of sharing here depends on the sources and direction of
state obiections. States have gone into court with the Federal govern-
ment claiming rights to OCS production. But, this has not been a
source of opposition to OCS exploration and production, only to the
sharing of revenues from it. This question is amenable to settlement,
in the courts with OCS revenues held in escrow while exploration
and production continue.

Several adjacent states (particularly Alaska, Louisiana, and Texas)
have feared that offshore exploration and production will draw capi-
tal away from onshore exploration and production, thus having a
long-term negative impact on state severance tax income. From the
voint of view of the nation as a whole, it is desirable that investment
in exploration goes where it is likely to be most profitable (which,
in the petroleum industry, generally means where production is likely
to be most prolific). Moreover, given the substantial revenues which
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these states still receive from onshore activity, this is not likely to
provide a substantial source of opnosition. ) |

State and groups within states have obiected to OCS activity for
fear of environmental damage. This has been the major reason for
opnosition to OCS exnloration and production, particularly off the
Atlantic Coast and off the California coast. It may also prove to be a
source of opnosition for Gulf of Alaska exploration as well. It is un-
known whether the sharing of OCS revenues with adjacent states
could overcome this opposition. Essentially, it depends on the charac-
teristics of the political coalition opposing OCS leasing. Such a
measure is not likely to sway conservationist groups. Tt may produce
some changes in position among state and local office-holders. probably
In Inverse proportion to the size of the opposing coalition. Alternative
measures, such as those suggested under the discussion of the second
argument, plus the establishment of a record of several years of explo-
ration and production free from major accidents is likely to be more
effective in overcoming opposition from this quarter.

In short, revenue sharing for this purpose may not be effective or
may be less effective than other means. Moreover, unlike criteria based
on need, this purpose offers no guidelines for selecting the appropriate
percentage of OCS revenues to be shared with the adjacent states.

MEANS OF SHARING AND THEIR EFFECTS

The preceding discussion has indicated two basic means of sharing
OCS revenues: compensatory impact payments and sharing a fixed
proportion of OCS revenues. If compensatory impact payments were
to be made, their overall impact on Federal revenues is likely to be
relatively insignificant. Since compensatory payments would be only
for net fiscal burdens and for damages not covered by company
liability, they would not likely be more than 5% on average of Federal
revenues from OCS activity. —

Any program to share a fixed proportion (ranging from 5% to
50%) of OCS revenues with the adjacent states would have propor-
tionally greater effects on Federal revenues. Such methods of sharing
with adjacent states would encounter some problems in defining what
constitutes the adjacent state. For OCS areas off Alaska, the Pacific
Coast states, and the states bordering the Gulf of Mexico (with the
possible exception of Louisiana-Mississippi-Alabama), this presents
no problem. For the states on the Atlantic Qoast north of __Chesapeake
Bay, the whole matter is highly problematical. The extension of state
boundaries seaward results in many intersections in potential OCS
areas (such as the Georges Bank and the Baltimore Canyon Trough).
In some cases, three states could legitimately make a claim to be the
adjacent state. Unless some distributive formula were developed which
was acceptable to all parties (such as equal shares where multiple
claims can be established), sharing programs based on the premise of
automatic sharing with the adjacent state are likely to occasion
considerable litigation. .

For the reasons set forth in the above correspondence and supporting
documentation, we question the wisdom, practicality and equity of
Section 26. :
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Coxcrusron
The six major arguments detailed b i
lengthy, to mariop A8 above, while too numerous and

§ should present i ;
rationale to cast their vote agaill)lst S. 355111‘. colleagues with a compelling
Paor Fanniw.
Crirrorp P. HaNsEN.
James Buckrey.

James McCrure.
Dewey BarTtLETT.
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The Department should wexgh those con-
sequences against the benefits to be obtained
and develop standards for governing such

disclosure.

The Council also endorsed the per-

. formance regulations and safety stend-
ards in S. 3221 as follows: .

We have purposely called for the develop~-
ment of performance requirements which -
will encourage the development and early
adoption of safer equipment and facflities,
rather than lock the industry Into a static
technology.

Specifically, we have called for the use of
the best commercially avallable technology
in critical Outer Continenial Shelf opera-
tion and, at the same time, wé encourage the
industry to do better.

" The technology assessment and technical
recommendations in our report cover most
of the research gnd deve]opment topics 1den-
tified in S. 3221

CEQ also supported a Federal liabil-~
ity system for Outer Continental Shelf
oil spills and damages and expressly en-
dorsed inclusion of & citizen suit provi-
sion in the Outer Continental Shelf-
Lands Act.

I was dlsappomted that the mmontys
opening statement on the floor continued
to employ misleading quotations. For ex~
ample, they cited objections raised by the
administration to provzslons of S. 3221
which are no longer in the bill. They also
cited administration objections which
were specifically directed at other bills
before the committee which contain pro-
visions which are not now and have never-
been in 8. 3221,

All this seems, Mr. Pxeszdent to be a
desperate effort by the industry, the ad-
ministration, and my Republican friends
to maintain the status quo. Those of us
-who support S. 3221 belleve that the
status quo tips the scales heavily in
favor of the oil industry and against the
interest of the American people who own
these resources, Mr. President, we believe
that the time has come to tip the scales
in the other direction and io help the
people regein control of their resources.
We believe that S 3221 balances the
scales.

The PRESIDING OFFICER Isall tzme
yielded back?

Mr. JOHNSTON. 1 yield back miy time.~
~ Mr, JACKSON. I ask for the yeas and
nays. -

The yeas and nays were or dered !

The PRESIDING OFFICER. All time
is yielded back. The question is, Shall the
© bill pass, The yeas and nays have been
ordered and the clerk will call the roll. -
- The legislative clerk called the roil.

Mr. ROBERT C. BYRD. T announce
that the Senator from Indiana (Mr.
Bave), the Senator from Texas (Mr.
BexTsEN), the Senator from Michigan
tMr, Harr), the Senator from Indiana
. Mr. HarTkg), the Senator from Massa~-
chusetts (Mr. Kennepy), and the Sena~
tor from Rhode Island (Mr. PASTORE) are
necessarily absent.

I further announce that, if present
and voting, the Senator flom Massa-
chusetts (Mr, Kexneoy), and the Sena-
tor from Rhode Island (Mr. Pastorg),
would each vote “yea.”

Mr. GRIFFIN. I announce that the
Senator from Utah (Mr. Bexxerr), the

Sensator from New York (Mr. Buckiey),
the Senator from Kentucky (Mr. Coox),
the Senator from Nebraska (Mr. CORIIS),
the Senator from Colorado (Mr. Dom-
micy), and the Senator from Maryland
(Mr. MaTHIAS) are necessarily absent.

I also announce that the Senator from
Tilinois (Mr. Percy) is absent on official
business.,

The result was announcedw—-yeas 64,

nays 23, as follows:
[No. 412 Leg.)
YEAS—64
Abourezk - Hathaway Nelson N
Allen Hollings Nunn
Beall Huddleston Packwood
Bible Hughes SPell -
. Biden Humphrey Proxmire
Brooke Inouye Randolph
Burdick Jackson Ribicoff
Byrd, - Javits - Roth -
Harry P, Jr. Johnston - Sehwelker
Byrd, Robert C. Long Scott, Hugh
Cannon Magnuson Sparkman
Case Mansfield Stafrord, -
Church MeClellan Stennis
Clark McGee - Stevenson
Cranston Mciovern Symington
Eagleton McIntyre Talmadge
Eastiand ‘Metcal? Thurmond
Ervin Metzenbaum = Tunney
Fulbright Mondale Weicker
Gravel Montoya Willlams
Hackell Moss Young
Heatfield Muskie
© - - _ NAYS—23 P
Alken  Domenicl Hruska
Baker o Fannin McClure
Bartlett. - Fong -~ . - Pearson
Bellmon Coldwater. Scott, -
Brock Griffin ) ‘William L.
Chiles Gurney Stevens
Ccotton - Hansen Tatt -
Dole | Helms Tower
NOT VOTING—I13
Bayh Curtls Kennedy
Bennett | Dominick Mathias
Bentsen _Hart JPastore
Buckley Hartke Percy
Cook -

So the bﬂl (S. 3221) was passed as
follows:
B ) s. 3231 -

An act to increase the supply of energy in the
Tnited States from the Quter Continental
Shelf; to amend the COuter Continental
Shelf Lands Act; and for other purposes
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TTTLE OI--MISCELLAREOUS PROVISIONS
Sec. 301, Pipeline safety and operation.
Sec, 302. Review of shut-in or flaring wells,
Sec. 303. Of1 spill labllity study.
Sec, 804. Fuel stamp study.
See. 306. Relationship to existing law.
Sec. 306. Severabllity.

TITLE I-FINDINGS AND PURPOSES

. FINDINGS

See. 101, The Congress finds and declares

) that—

{1) the demand for energy In the United

‘States 18 tneressing snd will comtinue to

increase for the foreseeable future;

{2) domestic production of oil and gas
has declined in recent years;

(3) the United States has become increas-
ingly dependent upon lmports of ofl from
foreign nations to meet domestic energy
demand;

{4) Increasing reliance on imported oil is
not inevitable, but Is rather subject to sig-
nificant reduction by increasing domestic
sources of energy supply;

{5) consumption of natural gas in the
United States has greatly exceeded addi-
tions to domestic reserves In recent years,
g0 that currently available supplies are less
than demand;

(6) technology Is or can be made avall.
able which will allow sufficient production
and consumption of domestic energy supply
to meet demands consistent with national
environmental policles;

{7) the Outer Continental Shelf contalns
significant quaniities of petroleum and natu~
ral gas, which are a vital national reserve
that must be carefully managed In the publie
interest; and

{8) there presently exists £ variety of tech~

'nological economlie, environmental, admin-

istrative, and legal problems which tend to

retard the development of the oil'and natural

gas resources of the Outer Continental Shelf;
(9) it Is the national policy to preserve,

- protect, and develop the resources of this

Be it enacted by the Senate gnd House =

o} Representatives of the United States of

America in Congress assembled, That this

Act may be cited as the “Energy Supply of

1974, -

; TABLE OF CONTENTS
Sec. 1. Short title and table of contents,
TITLE I—FINDINGS AND PURPOSES .

Sec. 101. Findings. ) '

Sec. 102. Purposes.

TITLE HO--INCREASED PRODUCTION -OF
OUTER CONTINENTAL SHELF ENERGY
RESOURCES

Sec. 201. National policy for Outer Conti-

nental Shelf,

Sec. 702, New secilons of Quter Contiuental

Shelf Lands Act,

Sec 203. Revision of lease terms.

See. 204, Disposition of Federal royaity oil,

Sec. 205. Annual report,

Sec, 208, Insuring maximum production

from oil and gas leases,

Sec, 207, Geologlcal and geophysieal explo-

ration.

Sec. 208. Enforcement.

Sec. 209, Laws applicable to Ouler Conti-

* nental Shelf,

Sec. 210. Authority of Governor of sdjacent

) . State to request postpone:nent of

lease sales,

Nation’s coastsl zone, snd to provide for the -
orderly siting of energy facilities therein;

(10) the development, processing, and dis~
tribution of the oil and gas resources of the
Cuter Continental Shelf, and the siting of
related energy factlitles, may cause adverse’
impacts on the coastal zones of the various
coastal States; and, -

(11) the Coastal ‘Zone Management Act of
1972 provides policy, procedures, and pro-
grams designed to anticipate such adverss
impacts and in part prevent them by ap-.
propriate planning and management of land
and water resources in the costal zone.

PURPOSES

Sec. 102. The prrposes of this Act are to—

{1} increase d.-nestiec production of il
and matural gas in order to assure material
prosperity and natignal security, reduce de«
pendence on unreliable foreign sources, and
assist in maintaining a favorable balance of
payments;.

(2) make of! and natural gas resources in
the OQuter Continental Shelf available as
rapidly as possible consistent with the need
for orderly resources development, arnd pro-
tection of the environment, in a manner ¢on-
sistent with the Minlng and Mineral Policy
Act of 1970 and designed to insure the public
a falr market return on disposition of publie
resources;

{3) encourage development of new and Im-
proved technology for energy resource pro- .
duction that will Increase human safety and
ellminate or reduce risk of damage to the
environment; and-

{4) provide States which are directly im-
pacted by Outer Continental Shelf oll and
gas exploration and development with com-
prehensive assistance in order to assure ade«
quate protection of the onshore social, eco-
nomic, and environmental conditions of the
coastal zone. .
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TITLE II-—-INCREASED PRODUCTION OF
OUTER CONTINENTAL SHELF ENERGY
RESQOURCES B )
NATIONAL POLICY FOR OUTER CONTINENTAL

SHELF

S&c. 201. Section 3 of the Outer Continental
Shelf Lands Act is revised by sdding the foi-
jowing new subsection {c) and (d}:

“{e) It is hereby declared that the Outer
Continental Shelf is & vital national resource
reserve held by the Federal Government for
all the people, which should be msde avall-
able for orderly development, subject to
environmental safeguards, consistent with
and when necessary to meet national needs.

“{d) It is hereby recognized that develop-~
ment of the oil and gas resourcs of the Outer
Continental Shelf will have significant im-~
pact on coastal zone areas of adjacent States
and that, in view of the national interest in
the effective management of the coastal zone,
such States may require assistance in pro-
tecting their coastal zone insofar as possible
from the adverse effects of such impact.”.
NEW SECTIONS OF OUTER CONTINENTAL SHELF

LANDS ACT

Sec. 202. The Outer Continental Shelf
T.ands Act is hereby amended by adding the
following new sections:

“pEVELOPMENT OF OUTER CONTINENTAL SHELF

LEASING PROGEAM

“Spe. 18. {a) Congress delares that It is
the policy of the United States that Outer
Continental Shelf lands determined to be
hoth geologically favorable for the accumu-
lation of oil and gas and capable of support-

ing oil and gas development without unduse -

environmental hazard or damage should be
made available for leasing as soon &s prac-
ticable In accordance with subsection (b)
of this section. , . .

“{b} The Secretary is authorized and di-

'

rected to prepare and maintain a leasing pro= -

gram to Implement the policy set forth In
subsection (a). The leasing program shall
indicate as precisely as possible the slze,
timing, and location of leasing activity that
will best meet national énergy needs for the
ten-year period following its approval or re-
approval in s manner consistent with sub-=
section (a) above and with the following
principles: -

*{1) management of the Outer Continental
Shelf in & manner which considers ail its
resource values and the potential impact of
oll and gas exploration and development on
other resource values of the Outer Conti«
nental Shelf and the marine environment;

“(2) timing and location of leasing to dis-
tribute exploration, development, and pro-
‘duction of ofl and gas among various areas
of the Outer Continental Shelf, considering:

“{A} existing information concerning their
geographical, geoltogical, and ecological char-
acteristics; ’

(B} their Jocation with respect to, and
relative needs of, regional energy markets;

“(0) their location with respect to other
uses of the sea and seabed Including but not
Hmited to fishing sreas, access to ports by
vessels, and existing or proposed sea lanes;

(D} interest by potential oil and gas pro-
ducers in exploration and development as
indicated by tract nominations and other
representations;

“(E) an equitable sharing of develop-
- mental benefits and environmental risks
among various regions of the United States;

“(3) timing and location of leasing so that
to the maximum extent practicable areas
with less environmental hazard are leased
first; and’

“(4) receipt of fair market return for pub-
lic resources, )

*(¢) The program shall include estimates
of the appropriations and stafing required of
all existing Federal programs necessary 10
prepare the required environmental impact
statements, obtain resource data and any

-
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other information needed to decide the or-
der in which areas are to be scheduled for
lease, to make the analyses required prior to
offering tracts for lease, and to supervise
operations under every lease in the manner
necessary to assure compliance with the re-
guirements of the law, the regulations, snd
the lease.

“{d) The environmental impact statement
on the leasing program prepared in accord-
ance with section 102{2) (C) of the National
Environmentsl Policy Act of 1969, shall in«
clude, but shall not be Ilimited to, an 8s-
sessment by the Secretary of the relative sig-
nificance of the probable ofl and gas re-
sources of each sreas proposed to be offered
for lease in meeting national demands, the
most likely rate of exploration and develop-
ment that is expected to occur If the areas
are leased, and the relatlve environmental
hazard of each area. Such environmental im-
pact statement shall be based on considera=
tion of the following factors, without being
fimited thereto: geologicsl and geophysical
conditions, biological data on existing ani-
mal, marine, and plant life, and commercial
and recreational uses of nearby land and
water aress. ' - > .

“{e) The Secretary shsall, by regulation,
establish procedures for receipt and consid-
eration of nominations for areas to be offered
for lease or to be excluded from leasing, for
public notice of and participation in develop-
ment of the leasing program, for review by
State and local governments which may be
impacted by the proposed leasing, and for
coordination of the program with manage-
ment program being developed by any State
for approval pursuant to section 305 of the
Coastal Zone Mansagement Act of 1972 and
with the management program of any state
which has been spproved pursuant to section
308 of such Act. These procedures shall be
applicable to any revislon or reapproval of
the leasing program.

“(f) The Secretary 'shall publish a pro-
posed leasing program in the Federal Reg-
ister and submit it to the Congress within
two years after enactment of this section.

“(g) After the leasing program has been
approved by the Secretary or after January
1, 1978, whichever comes first, no leases under
this Act may be issued unless they are for
areas included in the approved leasing pro-
gram. . . .

“{n) The Secretary may revise and re-
approve the leasing program at any time
and he must review and reapprove the leas
ing program at least once each year. B

“{1} The Secretary is authorized to obtain
froms public sources, or to purchase from
private sources, any surveys, data, reports,
or other information (excluding interpreta~
tions of such data, surveys, reports, or other
information) which may be necessary to as-
sist him In preparing environment impact
statements and making other evaluations
required by this Act. The Secretary shall
maintain the confidentiality of all proprie-
tary data or information for such period of
time as is agreed to by the parties. E

“(J) The heads of all Federal departments
or agencles are authorized and directed to
provide the Secretary with any nonproprie~
tary information he requests to assist him
in preparing the leasing program. In addi-
tlon, the Secretary is authorized and directed
to utilize the existing capabilities and re-
sources of other Federal departments and
agencies by appropriate agreement.

*(k} The program developed pursuant to
this section shall include the reservation of
an appropriate ares or areas as & National
Strategic Energy Reserve. The Secretary shall
confer with appropriate Federal officlals to

determine the extent and locations of such’

reserves. The Secretary shall study the most
appropriate means of developing and maln-
taining such reserves in the national Interest,
The Secretary shall consult with other Fed~
eral agencies and departments and nongov-

3
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ernmental authorities in conducting such
study. The Secretary shall report to the Cone.
gress by January 1, 1976 the resulis of such
study. : -

“FEDERAL OUTER CONTINENTAL SHELF OIL AND

GAS SURVEY PROGRAM
- "Spc. 19. {a) The Secretary is suthorized
and directed to conduct a survey program
regarding oil and gas resources of the Outer
Continental Shelf. This program shall be de-
signed to provide information about” the
probable location, extent, and characteristics
of such resources in order to provide a basis
for (1} developrnent and revisiod of the leas-
ing program required by section 18 of this
Act, (2) greater and better informed com-
petitive interest by potential producers in the
oil and gas resources of the Outer Continen-
tal Shelf, {3) more informed decisions re-
garding the value of public resources and
revenues to be expected from leasing them,
and (4) the mapping program required by .
subsection (c)y of this section.

“{b} The Secretary is authorized to con-
tract for, or purchase the results of or, where
the required information -is not available
from commercial sources, conduct seismic, |
geomagnetic, gravitational, geophysical, or
geochemical investigations, and to contract
for or purchase the results of stratigraphic
drilling, needed to implement the provisions
of this section. .

‘*“{c) The Secretary, In cooperation with
the Secretary of Commerce, is directed to
prepare and publish and keep current a series
of detalled bathymetric, geological, and geo-
physical maps of and reports about the Outer
Continental Shelf, based on nonproprietary
data, which shall include, but not necessarily-
be limited to, the results of seismic, gravita-
tlonal, and magnetic surveys on an appropri- -~
ate grid spacing to define the general bathy-
metry, geology, and geophysical characteris-
tics of the area. Such maps shall be pre-
pared and published nio l1ater than six months
prior to the last day for submission of bids
for any areas of the Outer Continental Shelf
scheduled for lease on or after January.l,
1978. - : T

*(d) Within six months after enactment
of this section, the Secretary shall develop
and submit to Congress a plan for conduct~
ing the survey and mapping programs re-
quired by this section. This plan shall in--
clude an identification of the areas to be
surveyed and mapped during the first five
years of the programs and estimates of the .
appropriations and staffing required to im-
plement them.

“(e) The Secretary shall include in the

. annual report required by section 15 of this

Act, information concerning the carrying
out of his duties under this sectlon, and
shall include as a part of each such report”
8 summary of the current data for the period
covered by the report.

“{f}) No action taken to implement this
section shall be considered a major Federal
action for the purposes of section 102(2) (C)
gg atghe National Environmental Policy Act of

“{g) There are hereby atthorized to be ap-
propriated Such sums as are necessary to
carry out the purposes of this section during
fiscal years 1975 and 1976, to the Secretary
and to appropriate Federal agencies baving
responsibilities under this section. ’

“{n) The Secretary shall, by regulation, re~
quire that any persdon holding a lease issued .
pursuant to this Act for oil or gas explora-
tion or development on the Outer Contin-
ental Shelf shall provide the Secretary with
any existing data (excluding interpretation
of such data) about the oll or gas resources
in the area subject to the lease. The Secre-
tary shall maintain the confidentiality of
all proprietary data or information until
such time as he determines that public avall-
ability of such proprietary data or informa-
tion would not damage the competitive posi~
tion of the lessee.
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“SAFETY REGULATIONS FOE OIL AND GAS

) OPERATIONS

“Sec. 20. (a) Poricy.—It is the policy of
this section to insure, through improved
tecriniques, maximum precautions, and max-
imum use of the best available technology
by well-trained personnel, the safest possible
operations in the Outer Continental Shelf.
Safe operations are those which minimize
the likelihood of blowouts, loss of well con-
trol, fires, spillages, or other occurrences
which may cause damage to the environ-
ment, or to property, or endanger human life
or health.

“{b) RECULATIONS; StupYy.—(1)(A) The
Secretary, with the concurrence and advice
of the Administrator of the Euvironmental
Protection Agency and the Secretary of the
Department in which the Coast Guard is
operating, shall develop, from time to time

revise, and promulgate safety regulations for.

operations in, the OQuter Continental Shelf,
to implement as fully as possible the policy

of ‘subsection (a) of this section. Within )

one year after the enactment of this section,
the Secretary shall complete a review of
existing safety regulations, consider the re-
sults and recommendations of the study
authorized in paragraph (2) of this sub-
section, and promulgate s complete set of
safety regulations {which may include Outer
Continental Shelf orders) applicable to oper-
ations in the Outer Continental Shelf or any
region thereof. Any safety regulations in
effect on the date of enactment of this sec-
tion which the Secretary finds should be
retained shall be repromulgated according
to the terms of this section, but shall remain
in effect until so repromulgated. No safety
regulations (other than field orders) pro-
mulgated pursuand to this subsection shall
reduce the degree of safety or protection
to the environment afforded by safety regu-
lations previously in effect. :
. *(B) In promulgating regulations under
this section, the Secretary shall require on
all new drilling and production operations
and, wherever practicable on already exist-
ing operations, the use of the best available
technology wherever failure of equipment
would have a substantial effect on public
health, safety, or the environment,

“{2) Upon the enactment of this section, -

the National Academy of Engineering shall
conduct 8 study of the adequacy of existing
safety regulations and technology, equip-
ment, and technigques for operations in the
Outer Continental Shelf, including but not
- limited to the subjects listed in subsection
(s) of this section. Not later than nine
months after the enactment of this section,
the results of the study and recommenda-
tions for improved safety regulations shall
be submitted to the Congress and to the
Secretary. . .
N “RESEARCH AND DEVELOPMENT

“Seec. 21, {a). The Secretary Is authorized
and directed to carry out a research and
development program designed to improve
technology related to development of the
ofl and gas resources of the Outer Contt-
nental Shelf where similar programs are not
presently being conducted by any Federal
department or agency and where he deter-
mines_that such research and development
is not being adequately conducted by any
other public or private entity including but
not Hmited to— :

“{1) downhole safety devices,

“{2) methods for reestablishing control of
blowing out or burning wells,

“{3) methods for containing
up oil spills, | -

“(4) improved drilling bits, -

*{5) improved flaw detection systems for
undersea pipelines, .

and cleaning

“(8) new or improved methods of develop-

ment in water depths over six hundred
. meters, apd
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“{7) subsea production systems.
~_ *{b) The Secretary, with the concurrence
of the Secretary of the department in which
the Coast Guard is operating, shall estab-
lish equipment and performance standards
for oil spill cleanup plans and operations.
Such standards shall be coordinated with
the National Ol and Hazardous Substances
Pollution Contingency Plan, and reviewed by

the Administrator of the Environemental

Protection Agency, and the Administrator
of the National Oceanic and Atmospheric
Administration. - -

“{e) The Secretary of Commerce, in co-
operation with the Secretary of the Navy,
the Secretary of the department in which

the Coast Guard is operating, and the Di-.

rector of the National Institutes of Occupa-~
tional Safety and Health, shall conduct
studies of underwater diving technigues and
equipment suitable for protection of human
safety. ; -
“ENFORCEMENT OF SAFETY REGULATIONS;
INSPECTIONS

“Sec. 22. (a) (1) The Secretary and the
Secretary of the department in which the
Coast- Guard is operating shall jointly en-
force the safety and environmental pro-
tection regulations promulgated under this
Act. They shall regularly inspect all cpera-
tions authorized pursuant to this Act and

strictly enforce safety regulations promul-

gated pursuant {0 this Act and other appli~
. cable laws and regulations relating to public

health, safety, or environmental protection.
All holders of leases under this Act shall
allow promptly access at the site of any
operations subject to safety regulations to
any inspector, and provide such documents
and records that are pertinent to public
health, safety, or environmental protection,
as such Secretaries or their designees may
request, ) :

“{2) The Secretary, with the concurrence
of the Secretary of the department in which
the Coast Guard is operating, shall promul~
gate regulations within ninetiy days of the
enactment of this section to provide for-—

{A) physical observation at least once each
year by an inspector of the installation or

“testing of all safety equipment designed to
prevent or ameliorate blowouts, fires, spill-
ages, or other major accidents; and )
. *(B) periodic on site inspection without
advance notice to the lessee to assure com-
pliance with public health, safety, or en-
vironmental protection regulations.

“{3) The Secretary of the department in
which the Coast Guard is operating shall
make an investigation and public report on
all major fires and major oil spillage oceur-
- ring as a result of operations pursuant to this

Act. For the purposes of this subsection, a

major oil spillage is any spillage in one in-

stance of more than two hundred barrels of
oil over a period of thirty days: Provided,

That he may, in his discretion, make an in-

vestigation and report of lesser oil spillages,

All holders of leases under this Act shall co-

operate with him In the course of such in-

vestigations. .

“(4) For the purposes of carrying out their
responsibilities under this section, the Sec-
retary or the Secretary of the department in
which the Coast Guard is operating may by
agreement utilize with or without reimburse-
ment the services, personnel, or facilities of
any Federal agency. .

“{b)} The Secretary shsl! include in his
annual report to Congress required by sec-

- tion 15 of this Act the number of viclations
of safety regulations found, the names of the
violators, and the action taken thereon.

“{c¢)} The Secretary shall consider any al-
legation from any person of the existence of
a violation of any safely regulations issued
under this Act. The Secretary shall answer

" such allegation no later than ninety days
after receipt thereof, stating whether or not

such alleged violations exist and, if so, what '
o _to an annual audit by the Comptroller Gen-

action has been taken,

.

S 16989

“{(d) In any Investigation directed by this
section the Secretary or the Secretary of the
department in which the Coast Guard is op-
erating shall have power to summon before
them or their designees witnesses and to re-
quire the production of books, papers, doc~
uments, and any other evidence. Attendance
of witnesses or the production of books,
papers, documents, or any other evidence
shall be compelled by a similar process as ln
the United States district court. In addition,”
they or their designees shall administer all
necessary oatbs 0o any witnesses summoned
before said investigation.

“LIABILITY FOR OIL SPILLS

“8ec. 23. {(a) Any person in charge of any
operations in the Quter Continental Shelf, as
soon a8s he has knowledge of a discharge or
spillage of oil from an operation, shall im-
mediately notify the appropriaste sgency of
the United States Government of such dis-
charge,

“{b) (1) Notwithstanding the provisjons of
any other law, the holder of a lease or right-
of-way issued or maintained under this Act
and the Offshore Qil Pollution Settlements
Fund (hereinafter referred to as "the fund")
established by this subsection shall be strict-
ly liable without regard to fault and without
regard to ownership of any adversely affected
lands, structures, fish, wildlife, or biotic or
other natural resources relied upon by any
damaged party for subsistence or economic
purposes, in accordance with the provislons
of this subsection for all damages, sustained
hy any person as a result of discharges of oil
or gas from any operation authorized under
this Act if such damages occurred (A) within
the territory of the United States, Canada,
or Mexico or (B) in or on waters within two
hundred nautical miles of the baseline of the
United States, Canada, or Mexico from which
the territorial sea of the United States,
Canada, or Mexico s measured, or (C)

-

within one hundred nautical miles of any’

for such injury or damages may be deter-
mined by arbitration or Judicial proceedings.

“(2) Strict liability shall not be Imposed
under this subsection on the holder or the
fund if the holder or the fund proves that
the damage was caused by an act of war.
Strict liability shall not he lmposed under
this subsection on the holder if the holder
proves that the damage was caused by the
negligence of the United States or other gov-
ernmental agency. Strict liability shall not be
Imposed under this subsection with respect
to the claim of a damaged person if the holder
or the fund proves that the damage was
caused by the negligence or intentional act
of such person. :

“{3) Strict liabllity for all claims arising
out of any one incident shall not exceed
$100,000,000. The holder shall be liable for the
first §7,000,0000 of such claims that are al-
lowed, The fund shall be liable for the bal-
ance of the cialms that are allowed up to
§$100,000,000, If the total claims allowed ex-
ceed $100,000,000, they shall be reduced pro-
portionately, The unpaid portion of any claim
may be asserted and adjudicated under other
applicable Federal or State law.

“(4) In any case where liability without
regard to fault is imposed pursuant to this
subsection, the rules of subrogation shall
apply in accordance with the laws of the
State in which such damages occurred: Pro-
vided, however, ‘That in the event such dam-
ages occurred outside the jurisdiction of any
State, the rules of subrogation shall apply
in accordance with the laws applicable pursu-
ant to section 4 of this Act.

“{6) The Ofishore Oil Pollution Seftle-
ments Fund is hereby established as a non-
profit corporate entity that may sue and
be sued In its own name. The fund shall be
administered by the holders of leases issued
under this Act under regulations prescribed

*

by the Secretary. The fund shall he subject -

" operation authorized under this Act. Claims

4
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eral, and a copy of the audit shall be sub-

mitted to the Congress. Claims allowed

agalnst the fund shall be paid only from
. moneys deposited in the fund,

“(6) There is hereby imposed on each bar-
rel of oil produced pursuant to sny lease
issued or maintained under this Act a fee
214 of cents per barrel. The fund shall collect
the fee from the lessees or their assignees.
Costs of administration shall be pald from
the money collected by the fund, and all sums
not needed for administration and the satis-
faction of claims shall be invested prudently
in income producing securities approved by
the Secretary. Income from such securities
shall be added to the principal of the fund.

“(7) Subject to the limitation contained

#" in subparagraph (3) of this subsection,. if
the fund is unable to satisiy s claim as-
serted and finally determineéd under this sub-
section, the fund may borrow the money
needed to satisfy the claim from any com-
merecial eredit source, at the lowest avail-
able rate of Interest, subject to the approval
of the Secretary,

“(8) No compensation shall be paid under
this subsection unless notice of the damage
is given to the Secretary within three years
following the date on which the damage
cceurred. -7 -

“(9) Payment of compensation for any
damage pursuant to this subsection shall be
subject to the holder or the fund acguiring
by subrogation all rights of the claimant to
recover from such damages from any other
person. .

“{10) The coll¢ction of amounts for the
fund shall cease wien $100,000,600 has been
accumulated, but shall be renewed when the
accumulation in the fund falls below 885,
000,600. The fund shall insure that collec-
tions are equitable to all holders of a lease
or right-of-way. - . .

“(11) The several district courts of the
United States shall have jurisdiction over
claims against the fund. .

“{c). If any area within or without a lease
granted or maintained under this Act is pol-
luted by any discharge or spillage of oil
from operations conducted by or on behalf
of the holder of such lease, and such pollu-
tion damages or threatens to damage aquatic
life, wildlife, or public or private property,
the control and removal of the poliutant
shall be at the expense of such helder, in-
cluding adminisirative and other costs in-
curred by the Secretary or any other Federal
or State officer or agency. Upon failure of
such holder to adequately control and re-

" move such pollutant, the Secretary in co-’

operation with other Federal, State, or local
agencies, or in cooperation with such holder,
or hoth, shall have the right to accomplish
the conirol and removal at the expense of
the holder.

“(d) The Secretary shall establish require~
ments that all holders of leases issued or
maintained under this Act shall establish

and maintain evidence of financial responsi-"

bility of not less than $7 milllon. Financlal
responsibility may be established by any
one of, or a combination of, the following
methods accepiable to the Secretary: (A)
evidence of insurance, (B) surety bonds,
(C) qualification as a self-insurer, or (D)
other evidence of financial responsibility.
Any bond filed shail be issued by a bonding
company authorized to do business in the
United States.

© *"{e) The provisions of this section shall
not be interpreted to supersede section 311
of the Federal Water Pollution Control Act
Amendments of 1972 or preempt the field of
striet lahility or to enlarge or diminish the

authority of any State to impose additional

requirements,
“NEGOTIATIONS WITH .STATES
*“8E¢. 24. The Secretary is authorized and
directed to negotiate with those coastal
States which are asserting jurisdiction over
the Outer Continental Shelf with a view to
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developing interim agreements which will al~

low energy resource development prior to

final judicial resolution of the dispute,
“DETERMINATION OF BOUNDARIES

“Sge. 25. Within one year following the
date of enactment of this section, the Presi-
dent may establish procedures for settling
any outstanding boundary disputes, includ-
ing intermational boundaries between the
United States and Canada and between the
United States and Mexico, and establish
boundaries between adjacent States, as di-
rected in section 4 of this Act. .

i “COASTAL STATE FUND

"Sec. 26. {a} There is hereby estaﬁlished
in the Treasury of the Unlted States the

. Constal State Fund (hereinafter referred to

as the “fund’). The Secretary shall manage
and make grants from the fund according to
the regulations established pursuant to sub«
sections (b) and (¢) to the coastal States
impacted by anticipated or actual oil and
gas production. ' .
“(b) The purpose of such grants shall be
to assist coastal States Impacted by antici~
pated or actual ofl and production to
ameliorate adverse environmental effects
and control secondary social and economic
impacts associated with the development of
Federal energy resources ih, or on the Quter
Continental Shelf adlacent to the sub-
merged lands of such States. Such. grants
may be used for planning, construction of
public facilities, and provision of public
services, and such other activities as may Ne
preseribed by regulationg promuigated pur-
suant to subsection {¢) of this section. Such
regulations shall, at a wminimum, (1) pro-
vide that such regulations be directly re-
lIated to such environmental effects and so~
cial and econcmie impacts; (2) take into
consideration the acreage leased or proposed
to be leased and the volume of production
of oil and gas from the Quter Continental
Shelfl off the adjacent coastal State; and (3)
require ¢ach coastal Stale, as a requirement
of eligibility for grants from the fund, to
establish pollution containment and clean-
up systems for pollution from oil and gas
development activities on the submerged
lands of each such State.- -
“{c) The Secrefary of Commerce, In ac«

cordance with the provisions of subsection |

(b), and this subsection, shall, by regulation,
establish requirements for grant eligibility:
Provided, That it is the infent of this sec~
tion that grants shall be made to fmpacted
coastal States to the maximum extent per-
mitted by subsection (d) of this section and
that grants shall be made to impacted
coastal States in proportion to the effects
and impacts of offshore oil and gas ex-
ploration, development and production on
such States. S8uch grants shall not be on a
matching basis but shall be adequate to
compensate impacted coastal States for the
full costs of any environmental effects and
soclal and economic Impacts of offshore ol
and gas exploration, development, and pro-
duction. The Secretary shall coordinate all
grants with management programs estab-
lished pursuant to the Coastal Zone Man-
agement Act of 1972,

“(d) Notwithstanding any other provision
of law, 10 per centum of the Federal reve-
nues from the Outer Continental Shelf Lands
Act, as'amended by this Aet, or the equiv-
alent of forty {$.40) cents per barrel from
the Federal revenues from the Outer Conti-
nental Shelf Act, whichever is greatler, shall
be paid into the fund: Provided, That the
total amount paid into the fund shall not
exceed §200,000,000 per year for fiscal 1876
and 1977. V

“{e) There is hereby authorized to be ap-
propriated to the fund $100,000,000.

“{f) For the purpose of this Act, ‘coastal
State’ means a State of the United States In,
or bordering on, the Atlantie, Pacific, or
Arctic Ocean, the Gulf of Mexico, or Long

-
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Island Sound, incluging Puerto Rico, the
Virgin Islands, Guam, and American Szamoa. !
~  *CFIIzZEN SUITS

“Skc, 27. (a) Except as provided in subsec-
tion (b) of this section, any person having
an interest which is or may be adversely
affected may cofmmence a clvil action on his
own behalf— .

“{1) against any person Including—

*{A) the United States, and

“{B} any other governmental instrumen-
tality or agency to the extent permitted by
the eléventh amendment to tRe Constitu-
tion who is alleged to be In viplation of the
provisions of this Act or the regulation
proomulgated thereunder, or any permit or
lease issued by the Secretary; or

“{2) against the Secretary where there is
alleged a fallure of the Secretary to perform -
any act or duty under this Act vwhich is not
discretionary with the Secretary.

“(b) No actlon may be commenced—

“{1) under subsection (a) (1) of this sec-
tion— '

“{A) prior to sixty days after the plain-
tiff has given notice In writing under oath
of the violation (i) to the Secretary, and
(i) to any alleged violator of the provisions
of this Act or any regulations promulgated
thereunder, or any permit or lease issued
thereunder; - .
“({B) if the Secretary has commenced and is
diligently prosecuting & civil action in a
court of the United States to require com--
pliance with the provisions of this Act or
the regulations thereunder, or the lease, but
in any such action in a court of the United
States any person may intervene as a matter
of right; or .

“{2) Under subsection (a)(2) of this sec~ .
tion prior to sixty days after the plaintaift
has given notice In writing under cath of
such action to the Secretary, in such manner
as the Secretary shall by regulation prescribe,
except that such action may be brought im~
mediately aflter such notification in the case
where the violation complained of, consti-
tutes an imminent threat to the health or
safety of the plaintiff or would immediately

affect a legal interest of the plaintiff,

“{¢} In any action under this section, the
Secretary, if not a party, may intervene as a -
matter of right,

“{d}) The court, in issuing ary final order
in any action, brought pursuant t3 subsec=
tion (a) of this section, may award costs
of litigation ineluding reasonable attorneys
fees to any party, whenever the court deter~
mines such award is appropriate. The court
may, If a femporary restraining order or
prelimlinary injunction is sought, require the
filing of a bond or equivalent security in ac-~
cordance with the Federal Rules of Civil
Procedure. .

“(e) Nothing in this section shall restrict
any right which any person or class of pers-
sons may have under this or any statute or
common law to seek enforcement of any of
the provisions of this Act and the regulations
thereunder, or %o seek any other relief, in-
cluding relief against the Secretary.

“PROMOTION OF COMPETITION

“Sec. 28. Within one year after the date of
enactment of this section, the Secretary
shall prepare and publish a report with
recommendations for promeoting competition
and maximizing production and revenues
from the leasing of Quter Continental Shelf
lands, and shall include a plan for -im-
plementing recommended administrative
changes and drafts of any proposed legisla-
tion. Such report shall include consideration
of the following— - - .

“{1) other competitive bidding systems
permitted under present law as compared to
the bonus bidding system;

“(2) evaluation of alternative bidding sys-
tems not permitted under present law;

“(8) measures to ease entry of new com-
petitors; and

1
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in the degree of detail este.bnshed in rege-
ulations issued by the Secretary, specific
work to be performed, environmental pro-
tection and health and safety standards
to be met, and a time schedule [or perform-
ance. The development plan may apply to
all leases included within a production unit.

“{3) With respect to permits and leases
cutstanding on the date of enactment of this
section, a proposed development plan must
be submitted to the Secretary within six
months after the date of enactment of this
section, Failure to submit a development
plan or to comply with an approved develop~
ment plan shall terminate the permit or
lease.

“(4) The Secretary may approve revisions
of development plans if he determines that
revision will lead to greater recovery «of the
oil and gas, improve the efficiency of the
recovery operation, or is the only means
avallable to avoid substantial economic
bhardship on the lessee or permittee.

*“{e} After the date of enactment of this
section, holders of oil and gas leases issued
to this Act shall not be permitted to fiare
patural gas from any well unless the Bec-
retary finds that there is no practicable way
to obtain production or to conduct testing
or workover operations without flar

GEOLOGICAL AND GEOPHYSICAL EXPLORATION

Sec. 207, Section 11 of the Outer Conti-

nental Shelf Lands Act is hereby amended to-

read as follows:

“Sgc. 11. No person shall conduct any type
of geological or geophysical explorations in
the Outer Continental Shelf without a per-
it issued by the Secretary. Each such per-
mit shall contain terms and conditions de-
signied to (1) prevent interference with ac-
tual operations under any lease maintained
or granted pursuant to the Act; (2) pre-
vent or minimize environmental damsage;
and (3) require the permittee to furnish the
Secretary with copies of all data {including
geological, geophysical, and geochemlcal
data, well logs, and drill core analyses) ob-
tained during such exploration. The Secre-
tary shall maintain the confidentiality of
all data so. obfained until after the areas
involved have been leased under this Act or
until such time as he determines that making
the data available to the public would not
damage the competitive position of the per-
mittee, whichever comes later.”.

ENFORCEMENT

” Sec. 208. Subsection 5(a) (2) of the Outer
Continental Shelf Lands Act is hereby
amended by deleting the first sentencel

LAWS APPLICABLE TO OUTER CONTINENTAL
) SHELF .
Sec. 209. Paragraph {2) of subsection {a)
of section 4 of the Outer Continental Shelf
Lands Act is amended by deleting the fol-
lowing words: “as of the effective date of this
Act”, -
AUTHORITY OF GOVERNOR OF ADJACENT STATE
TO REQUEST POSTPONEMENT OF LEASE SALES

SEc. 210, Section 8 of the Quter Continen-
tal Shelf Lands Act, as amended by this Act,
is further amended by inserting at the end
thereof the Iollowing: -

“{i1) (1) The Secretary shall give notice
of the sale of each lease pursuant to this
Act to the Governor of the adjscent State.
At any time prior to such sale the Governor
may request the Secretary to postpone such
‘ sale for a period of not to exceed three years
following the date proposed in such notice
if he determines that such sale will result
in adverse environmental or economic im-
pact or other Hamage to the State or the’
residents thereof. In the event of any such
request, the Secretary shall postpone the
sale until proceedings under this subsection
are completed,

*{2) The Secretary shall, not later than
thirty days from the receipt of such request:

“{A) grant the request for postponement;
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{B) provide for a shorter postponement
than requested provided that such period of
time is adequate for study and provision to
ameliorate any adverse economic or environ-
mental effects or other damage and for con-
trolling secondary soclal or economic impact
associated with the development of Federal
energy resources in, or on, the Quter Con-
tinental Shelf adjacent to the submerged
lands of such State; or

“{C) deny the request for postponement
if he finds that such postponement would
not be consistent with the national policy
as expressed in section 3 of this Act,

“{8) The Governor of a State aggrieved by
the action of the RSecretary shall have ten
days to appeal directly to the National
Coastal Resources Appeals Board established
pursuant to paragraph (4) of this subsection.
Such Bosard shall hear the appeal within

fifteen days of its receipt and shall render-

a final decision within forty-five days of such
hearing. The Board-shall overrule the action
of the Secretary if it finds that (A} the
State is not adequately protected from ad-
verse environmental and economic impacts
end other damages pursuant to subpara-
graph (3) of paragraph {2) of this subsec-
tion; or (B) the regquest of the Governor for
postponement 15 consistent with the na-
tional policy as exp:essed in section (3) of
this Act.

“{4)(a) There is hereby established in
the Executive Office of the President, the Na-~
tional Coastal Resources Appesls Board
(hereinafter called the ‘Board’), which shall
be composed of the following, or their des-
ignees—the Vice President, who shall be
Chairman of the Board, the Secretary of the
Interior, the Administrator of the National
Oceanic and Atmospheric Adminisiration,
the Administrator of the Environmental Pro-
tection Agency, and the Chairman of the
Council on Epvironmental Quality.

“{b) The Board shall——

*{1} transmit a written report to the ap-
propriate commitiees of Congress as to the
basis for any decision rendered; and

“(2) conduct such hearings pursuant to
section 854 of title 5, United States Code.
- *(B) For the purposes of this section, an
aggrieved State is defined as belng one which
has requested a postponement of a lease sale
but has been denied such postponement or
provided a shorter period of time in which to
ameliorate adverse impacts associdted with
development of the Outer Continental Shelf
and the Governor has determined that such
period of time is not-adequate,

*#(8) This section shall take effect Iimmedi-,
ately upon enactment of this Act.”.

TI’I‘LE nI--MISCELLANEOUS
- PROVISIONS

PIPELINE SAFETY AND OPERATION

Sec. 301, (a) The Secretary of Transpor-

tation, in cooperation with the Secretary of
the Interior, {8 authorized and directed to
report to the Congress within sixty days after

enactment of this Act on appropriations and .

staffing needed to monitor pipelines on Fed-
eral lands and the Outer Continental Shelf

.50 as to assure that they meet all applicable

standards for 'construction, operation, and
maintenance,

{b) The Secretary of Transportation, in o~
operation with the Secretary of the Interior,
is authorized and directed to review all laws
and regulations relating o the construction,
operation, and maintenance of pipelines on
Federal lands and the Outer Continental
Shelf and report to Congress within one year
after enactment of this Act on sdministra-
tive changes needed and recommendations
for new legisiation.

{c) One year after the date of the enact-
ment of fhis Act, the Inferstate Commerce
Commission and the Secretary of Transporta~-
tion shall submit to the President and the
Congress a report on the adequacy of existing
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transport Tacllities and regulations to fa-
cilitate distribution of oil and gss resources
of the Outer Continental Shelf, The report
shall include recommendations for changes
in existing legislation or regulations to fa-
cilitate such distribution. o\

BEVIEW OF SHUT-IN OR FLARING WELLS

Sec. 302. (a) Within six months after en-
actment of shis Act the Secretary shall sub-
mit a report to Comptroller General and the
Congress listing all shut-in oil and gas wells
and wells flaring natural gas on leases is-
suad under the OQuter Contingntal Shelf
Lands Act. The report shall indicate why
each well is shut-in or flaring natural gas,
and whether the Secretary intends to require
production or order cessation of flaring. .

{b) Within six months after receipt of the
Becretary's report, the Comptroller General
shall review and evaluate the reasons for al- .
lowing the wells to be shut-in or to flare
natural gas and submit his findings and
recommendations to the Congress. ’

OIL SPILL LIABILITY STUDY |

See. 303. (a) 'The Attorney General, in
consultation with the Administrative Con-
ference of the United States and the Office of
Technology Assessment, is authorlzed and
directed to study methods and procedures for
implementing a uniform law providing Ha-
bility for damage from oil spills from Quter

Continental Shelf operations, tankers, eep~

waler ports, and other sources. The study
shall give particular attention tc methods of
adjudicating and settling clalms as rapidly,
economically, and equitably as possible,

(b) The Attorney General shall report the
results of his study to the Congress within
six- mnonths after the date of enactment of
this Act.

. FUEL STAMP STUDY

Sec. 304. The Administrator of the Federal
Energy Administration and the Secretary of
the Department of Health, Education, and
Welfare are authorized and directed to carry
out a study to determine the feasihility of
establishing a fuel stamp program. The pro-
gram would utilize coupons to assist those
on low and fixed incomes in purchasing home
heating fuels in the winter months. The Ad-
ministrator of the Federal Energy Adminis-
tration and the Secretary of Health, Educa«~

"tion, and Welfare are directed to report to the

Congress the results of such study, together
with their recommendations with respect
thereto, within sixty days of the effective dabe
of this Act.
| RELATIONSHIP TO EXISTING LAW

Sec. 305, Except as otherwlse expressly.
~ provided herein, nothing in this Act shall be’
construed to amend, modify, or repeal any
provision of the Coastal Zone Management
Act of 1972.

) SEVERABILITY

Sec. 306. If any provision of this Act, or
the application of any such provision to any
person or circumstance, shall be held invalid,
the remainder of this Act, or the application
of such provision to persons or circumstances
other than those as to which it Is held in-.
valid, shall not be affected thereby. .

Mr. JOHNSTON. Mr. Prezident, I move
to reconsider the Vote by which the bill
was passed. )

Mr. ROBERT C. BYRD. I move to lay
that motion ou the table. - :

The motion to lay on the table was
agreed to.

TRIBUTE T0O SEWATOR JOHNSTON

Mr. MANSFIELD. Mr. President, with
the passage of the Outer Continental
Shelf measure, the Senate has witnessed
as superb and skillful a job of legislative
ability as has ever been performed in the
Senate. It is to Senator BexNeTT JOHN~

srox that I pay this tribute and to the
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“(4) -measures to increase supply to in-.

dependent refiners and distributors.
“ENFORCEMENT AND PENALTIES

“Sec. 29. (8) At the request of the Secre-
tary, the Attorrey General may institute
a civil action in the district court of the
United States for the district in which the
affected operation Is located for a restrain-
ing order or injunction or other appropriate
remedy to enforce any provision of this Act
or any regulation or order issued under t.he

authority of this Act.

“(b} If any person shall fall to comply
with any provision of this Act, or any reg-

ulation or order issued under the authority -

of this Act, after noticé of such fatlure and
expiration of any period allowed for correc-
tive action, such person shall be liable for
a civil penalty of not more than $5,000 for
each and every day of the continuance of
such failure. The Secretary may assess, col-
lect, and compromise any such penalty. No

penalty shall be assessed until the person -

charged with a violation shall have been
given an opportunity for a hearing on such
charge.

“(c) Any person who knowmgly and will-
fully violates any provision of this Act, or
any regulation or order issued wunder the
authority of this Act designed to protect pub-~
iic hezlth, safety, or the environment or
conserve natural resources or knowingly and
willfully makes any false statement, repre-
sentation, or certification in any application,
record, report, plan, or other document filed
or required io be maintained under this
Act, or who knowingly and willfully falsifies,
tampers with, or renders inaccurate any
monitoring device or method of record re-
guired to be maintained under this Act or
rnowingly and willfully reveals any data or
information required to be kept confiden-
tial by this Act, shall, upon conviction, be
punished by a fine of not more than $100,000,
or by imprisonment for not more than one
year, or both, Each day that a violation
continues shall constitute a separate offense.

*{d} Whenever a corporation or other
entity violates any provision of this Act, or
any regulation or order Issued under the au-
thority of this Act, sny officer, or agent of

" such corporation or entity who knowingly
and willfully authorized, ordered, or carried
cut such violation shall be subject to the
same fines or imprisonment as provided for
under subsection (¢} of this sectlon.

“{e} The remedies prescribed in this sec-
tion shall be concurrent and cumulative and
the exercises of one does not preclude the

exercise of the others. Further, the remedies’

prescribed in this section shall be in addi-
tion to any other remedies aﬁ‘oxded by any
other law or regulation.

"ENVIRONMENTAL BASELINE AND MONITORING

STUDIES ”

“Sec. 30. (a) Prior to permitting oil and
gas drilling on any aréa of the Outer Con-
tinental Shelf not previously leased under
this Act, the Secretary, in consultation with
the Administrator of the National Oceanic
and Atmospheric Administration of the De-
partment of Commerce, shall meke a study
of the area involved to establish a haseline
of those critical parameters of the Outer
Continental Shelf environment which may
be affected by oil and gas development. The
study shall include, but need not be limited
to, background levels of hydrocarbons in
water, sediment, and orgahisms; background
levels of trace metals in water, sediments,
and organisms; characterization of henthie
and planktonic communities; description of
sediments and relationships belween orga-
nisms and abiotic parameters; and standard
oceanographic measurements such as salin-
ity, temperature, micronutrients, dissolved
oxygen.

“(b) Subsequent to development of any
area studied pursuant to subsection (a) of
this section, the Secretary shall monitor the
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-erence to the use of Government owned and

.'work in connection with such environmental
v baseline and monitoring studies. In order
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deep water or adverse weather conditions,
and as long thereafier as oll or gas may be
produced from the area in paying gquantities,
or drilling or well reworking operations as
approved by the Secretary are conducted
thereon, and (3) contain such rental provie
sions and such other terms and provisions as
the Secretary may prescribe at the time of
offering the area for lease.”.
* DISPOSITION OF FEDERAL ROYALTY OIL

SEc. 204. Section 8 of the Outer Continen-
tal Shell Lands Ac¢t as amended by this Act
as amended by this Act §s further amended

areas involved in & manner designed to pro-
vide time-series data which can be compared
with previously collected data for the pur-
pose of identifying any significant changes.

“{¢} In carrying out the provisions of this
section, the Secretary is directed to give pref-

Government operated vessels, to the maxi~
mum extent practicable, in contracting for

to avoid needless duplications, the Secretary
shall coordinate all such activities with the
Administrator of the National Oceanic and
Atmospheric Administration and shall, when« ?gnf;:gm £ 2 new subsection (k} to read as
ever possible, utilize existing CGovernment ek f T
owned and Government operated marine” P (k) Upon commencement of production
résearch laboratories in conducting research glv:ﬂdﬁgﬂi :Ig:éeassségss::d a?}f!‘ gie eﬁt':c-
authorized by this section.”. ection, the Secretary
REEISION OF LEASE TERMS shall offer to the public and sell by competi-
\ . tive bidding for not less than its falr market
Sec. 203. Section 8 of the Quter Continen- yajye, in such amounts and for such terms as
tal Shelf Lands Act is amended by revising pe determines, that proportion of the oil
subsections (a) and (b) to read as follows! proguced from sald lease which is due to the
“{a) The Secretary is authorized to grant

United States as royalty or met profit share
to the highest responsible qualified bidder olfl. The Secretary shall limit participation
by competitive bidding under regulations

in such sales where he finds such limitation
promulgated in advance, oil and gas leases

necessary to assure adequate supplies of oll
on submerged lands of the Quter Continental gt equitable prices to independent refiners,
Shelf which are not covered by leases meeting In the event that the Secretary lmits par-
the requirements of subseétion (a) of section

ticipation in such sales, he shall sell such oil
6 of this Act. The bidding shall be by sealed at an equitable price. The lessee shall take
bids and, at the discretion of the Secretary,

any such royally oil for which no accepiable
shall be either (1) on the basis of a cash bids are received and shall pay to the United
bonus bid with a royalty fixed by the Sec~ States a cash royalty equal to its fair mar-
retary at not less than 1235 per centum in ket value, but in no event shall such royaity
amount or value of the production saved,

amount, SN o bets o be less than the highest bid.”.
ved, or sold, on the basis - .
cash bonus bid with a fixed share of the ANNUAL REPORT
net profits derived from operation of the SEC, 205, Section 15 of the Outer Continen~
tract of no less than 30 per centum reserved 1al Shelf Lands Act is amended to read as
to the United States, or (3) on the bhasts of follows:"
a fixed cash bonus with the net profit share “ANNUAL REPORT BY SECRETARY TOQ
reserved to the United Stafes as the bid CONGRESS
variable. The United States net profit share “Sm 15. {a} Within six months after the
shall be calculated on the basig of the value ong of each fiscal year, the Secretary shail
of the production saved, removed, of s0ld, supmit to the Presldent of the Senate and
less those capital and operating costs directly {5, Speaker of the House of Representatives
assignable to the development and operation report on the leasing and production pro-
{but not acquisition) of each individual oil ram in the Outer Continental Shelf duri
and gas lease issued under this Act to the sguch fiscal year mclﬁﬁm exg ?ietaifin ::f 1::5
lessee under a net profit sharing arrange- oneve received:and exgended a.ndg of al
ment. No capital or operating charges f0F jeaqiny development ané) roduction activi
materials or Iabor services not actually used ties; a p{xmm 4 ne s on,
on an area leased for oil or gas under this a:d' ex?forcex?xl;ynz ;ré:}n?tgiement supervisionf
Act under a net profit-sharing arrangement; rants made from th v Ces,tal s\émmary M
allocation of income taxes; or expenditurs gnd recommenda ti ¢ Coastal State Fund,
for materials or labor services used prior to ?n m te atlons to the Congress for
lease acquisition shall be permitted as a 1p rov: ;en § In management, safety and
deduction in the calculation of net income. ?imoun of production in jeasing and opera-
The Secretary shall by regulation establish ons in the Outer Continental Shelf and for
accounting procedures snd standards £o gov-- resolution of 3unsdictional conﬁicts or ame
ern the calculation of net profits. In the bi‘g‘umes. l
event of any dispute between the United {b) Section 313(a) of the C‘oastal Zone
States and s lessee concerning the calcula- - Management Act of 1972 (86 Stat. 1280) is
tion of the net profits, the burden of proof amended by striking the word ‘and’ after
shall be on the lessee. That part of the net the word ‘priority’ in subsection (8); re-
profit share due the United States which i numbering existing subsection (8) asd sube
attributable to ofl production may be taken. Section (10); and Inserting the following -
new subsection (9): ‘an assessment &f the

in kind in the form of oil and disposed of
as provided in subsection (k) of this section, onshore soclal, economic, and environmental
impacts in those coastal areas affected by -

That part of the net profit share due in

kind shall be determined by dividing the Outer Continental Shelf ofl and gas ex-

net profit due the United States attribut- ploration and exploitation; and'.”.

able to the product or products taken in INSURING MAXIMUM PRODUCTION FROM

kind by the fair market value at the well- QIL AND GAS LEASES ’
Sec., 206. Section 5 of the Outer Continen-

head of the oil and/or gas (as the case may
be) saved, removed or sold. In determining .y ghelf Lands Act is amended by addmg
the following new subscetions: )

the attribution of profits as between oil and
as, costs shall be allocated rti 1

& © proportionately “Insuring Maximum Production From Oil

~ and Gas Leases

to the value of their respective shares of
production,

“{b) An ofl and gas lease issued by the “{d) (1) After enactment of this section
Secretary pursuant to this section shall (1) Do oil and gas lease may be Bsued pursuant
cover a compact area not exceeding five 10 this Act unless the lease requires that de-
thousand seven hundred and sixty acres, ag velopment be carried out In accordance. with
the Secretary may determine, (2} be for a 2 development plan which has been ap-
period of (1) in five years or (1i) for up to Droved by the Secretary, and provides that

3 failure to comply with such development
plan will terminate the lease.

ten years where the Secretary deems such
longer period necessary {0 encourage explora=-
“{2) The development plan will set forth,

tion and development in areas of unusually

o -





