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94m CONOBESS ) HOUSE OP REPRESENTATIVES ( REPORT 
£d Session J \ No. 94-1084

OUTER CONTINENTAL SHELF LANDS ACT 
AMENDMENTS OF 1976

MAY 4,1976.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed

Mr. MURPHY of New York, from the Ad Hoc Select Committee on the 
Outer Continental Shelf, submitted the following

REPORT
together with

ADDITIONAL SUPPLEMENTAL AND 
MINORITY VIEWS
[To accompany H.B. 6218]

The Ad Hoc Select Committee on the Outer Continental Shelf, to 
whom was referred the hill (H.R. 6218) to establish a policy for the 
management of oil and natural gas in the Outer Continental Shelf, 
to protect the marine and coastal environment, to amend the Outer 
Continental Shelf Lands Act, and for other purposes, having con 
sidered the same, reports favorably thereon with amendments and 
recommends that the bill a's amended do pass.

The amendments are as follows:
Strike all after the enacting clause and insert in lieu thereof the 

following:
That this Act may be cited as the "Outer Continental Shelf Lands Act Amend 
ments of 1976".

TABLE OP CONTENTS
TITLE I—FINDINGS AND PURPOSES WITH RESPECT TO MANAGING 
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Sec. 102. Purposes.



TITLE II—AMENDMENTS TO THE OUTER CONTINENTAL SHELF
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Sec. 201. Definitions.
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Sec. 401. Amendments to the Coastal Zone Management Act of 1972. 

TITLE V—MISCELLANEOUS PROVISIONS
Sec. 301. Review of shut-in or flaring wells. 
Sec. 302. Review and revision of royalty payments. 
Sec. 303. Natural gas distribution. 
Sec. 304. Relationship to existing law,

TITLE I—FINDINGS AND PURPOSES AVITII RESPECT TO MANAGING 
THE RESOURCES OF THE OUTER CONTINENTAL SHELF

FINDINGS

SEC. 101. The Congress finds and declares that—
(1) the demand for energy in the United States is Increasing and will con 

tinue to increase for the foreseeable future;



(2) domestic production of oil and gas has declined in.recent yearn;
(3) the United States has become increasingly dependent upon imports 

of oil from foreign nations to meet domestic energy demand;
(4) increasing reliance on imported oil is not inevitable, but is rather 

subject to significant reduction by increasing the development of domestic 
sources of energy supply;

(5) consumption of natural gas in the United States has greatly exceeded 
additions to domestic reserves in recent years;

(6) technology is or can be made available which will allow significantly 
increased domestic production of oil and gas without unduexbarm or damage 
to the environment;

(7) the Outer Continental Shelf contains significant quantities of .petro 
leum and natural gas, and it? M vital national resource reserve which must 
l>e carefully managed so as ,to realize fair value, to preserve and maintain 
competition, and to reflect the public interest;

(8) there presently exists a variety of technological, economic, environ 
mental, administrative, and legal problems which tend to retard the devel 
opment of'the oil and natural gas resource* of the Outer Continental Shelf;

(9) environmental and safety regulations relating to activities on the 
Outer Continental Shelf should IK; reviewed in light of current technology 
and information;

(10) the development processing, and distribution of the oil and gas 
resources of the Outer Continental Shelf, and the siting of related'energy 
facilities, may cause adverse impacts on the various coastal States and other 
States;

(11) policies, plans, and programs developed by coastal and other States 
in response to activities on the Outer Continental Shelf cannot anitcipate 
and ameliorate such adverse impacts unless such States are provided with 
timely access to information regarding activities on the Outer Continental 
Shelf and an opportunity to review and comment on decisions relating to 
such activities;

(12) because of. the national interest served by the development and 
production of the resources of the Outer Continental Shelf, the Federal 
Government should provide financial assistance to coastal and other States 
to assist them in planning for and ameliorating the impacts associated with 
such development and production;

(13) funds must be made available to pay for the prompt removal of 
any oil spilled or discharged as a result of activities on the Outer Conti 
nental Shelf and for any damages to public or private interests caused by 
such spills or discharges; and

(14) because of the possible conflicts between exploitation of the oil and 
gas resources in the. Outer Continental Shelf and other uses of the marine 
environment, including fish and shellfish growth and recovery, and recrea 
tional activity, the* Federal Government must assume responsibility for the 
minimization or elimination of any conflict associated with such exploitation.

PURPOSES
Sec. 102. The purposes of this Act are to—

(1) establish policies and procedures for managing the oil and natural gas 
resources of the Outer Continental Shelf in order to achieve national eco 
nomic and energy policy goals, assure national security, reduce dependence 
ou foreign energy sources, and maintain a favorable balance of payments 
in world trade;

(2) preserve, protect, and develop oil and natural gas resources in the 
Outer Continental Shelf in a manner which Is consistent with the need 
(A) to make such resources available to meet the Nation's energy needs 
as rapidly as possible, (B) to balance orderly energy resource development 
with protection of the human, marine, and coastal environments, (C) to 
insure the public a fair and equitable return on the resources of the Outer 
Continental Shelf, and (D) to preserve and maintain free enterprise 
comi>etition;

(3) encourage development of new and improved technology for energy 
resource production which will eliminate or minimise risk of damage to 
the human, marine, and coastal environments;

(4) provide States which are impacted by Outer Continental Shelf oil 
and gas exploration, development, and production with comprehensive



assistance In order to anticipate and plan for such Impact, and thereby to 
fissure adequate protection of the human environment;

(5) assure that States have timely access to information regarding 
activities on the Outer Continental Shelf, and opportunity to review and 
comment on decisions relating to' such act.vitie», in order to anticipate, 
ameliorate, and plan for the impacts of such activities;

(6) assure that States which are directly affected by exploration, develop 
ment, and production of oil and natural gas are provided an opportunity to 
participate in policy and planning decisions relating to management of the 
resources of the Outer Continental Shelf;

(7) minimize or eliminate conflicts l>etween the exploration, development, 
and production of oil and natural ga«, and the recovery of other resource* 
such as flsh and shellfish;

(8) provide financial assistance to States to assist them in planning for 
and ameliorating the Impacts of activities on the Outer Continental Shelf;

(9) establish an oil spill liability fund to pay for the prompt removal of 
any oil spilled or discharged as a result of activities on the Outer Continental 
Shelf and for any damages to public or private interests caused by such 
spills or discharges; and

(10) insure that the extent of oil and natural gas resources of the Outer 
Continental Shelf IH aSHeftsed at the earliest practicable time.

TITLE II—AMENDMENTS TO THE OUTER CONTINENTAL SHELF
LANDS ACT

DEFINITIONS

SEC. 201. (a) Paragraph (c) of section 2 of the Outer Continental Shelf 'Lands 
Act (43 U.S.C. 1331) is amended to read as follows:

"(c) The term 'lease* weans any form of authorization which is issued under 
section 8 or maintained under section 6 of this Act and which authorizes explora 
tion for, and development and production of, deposits of oil, gas, or other 
minerals;".

(b) Such section is further amended—
(1) in subsection (d), by striking out the i>eriod and inserting in lieu 

thereof a semicolon; and
(2) by adding at the end thereof the following new imragraphs: 

"(e) The term 'coastal zone' means the coastal waters (including the lands 
therein and thereunder) and the adjacent shorelands (including the water* 
therein and thereunder), strongly influenced by each other and in proximity to 
the shorelines of the several coastal States, and includes Islands, transitional 
and intertidal areas, salt marshes, wetlands, and beaches, which zone extends 
seaward to the outer limit of the United States territorial sea and extends inland 
from the shorelines to the extent necessary to control shorelands, the uses, of 
which have a direct and significant, impact on the coastal waters, and the inward 
tKumdariex of which may be Identified by the several coastal States, pursuant 
to the authority of section 305(b) (1) of the Coastal Zone Management Act of 
19T2 (10'U.S.C. 1J54(»>) (I)); * ,

"(f) The term 'coastal State* means a State of the United States in, or border 
ing on, the Atlantic, Pacific, or Arctic Ocean, the Gulf of Mexico, or Long Island 
Sound, or one or more of the Great Lakes, and such term includes Puerto Rico, 
the Virgin Islands, Guam, and American Samoa;

"(g) The term 'affected State' means, with respect to any program, plan, lease 
sale, or other activity, proponed, conducted, or approved pursuant to the proTi- 
»lon» of this Act, any State—

"(1) the laws of which are declared, pursuant to section 4(a) (2) of this 
Act. to be the law of the United States for the portion of the outer Conti 
nental Shelf on which such activity is, or is proposed to be, conducted;

"(2) which is or Is proposed to be directly connected by transportation 
facilities to any artificial island or structure referred to In iwction 4(a)(l) 
of this Act,:"(3) which is receiving, or in accordance with the proposed activity, will 
receive, oil for processing, refining, or transshipment which wa« extracted 
from the outer Continental Shelf and transported by means of vessels or by 
a combination of means including vessels:

"(4) which is desinwted by the Secretary as a State In which th«« is a 
substantial probability of significant Impact on or damage to the coastal,



marine, or human environment, or a State in which there will be significant 
changes in the social, governmental, or economic infrastructure, resulting 
from the exploration, development, and production of oil and gas anywhere 
on the outer Continental Shelf; or

"(5) in which the Secretary finds that there is, or will be, a significant risk 
of serious damage, due to factors such as prevailing winds and currents, to 
the marine or coastal environment in the event of any oilspill, blowout, or 
release of oil or gas from vessels, pii>elines, or other transshipment facilities; 

"(h) The term 'marine environment' means the physical, atmospheric, and 
biological components, conditions, and factors which interactively determine the 
productivity, state, condition, and quality of the marine .ecosystem, including 
the waters of the high seas, the contiguous zone, transitional and intertidal 
areas, salt marshes, and wetlands within the coastal zone and on the outer Con 
tinental Shelf of the United States;

"(1) The term 'coastal environment' means the physical, atmospheric, and 
biological components, conditions, and factors which interactively determine 
the productivity, state, condition, and quality of the terrestrial ecosystem from 
the shoreline inward to the boundaries of the coastal zone;

"(J) The term 'human environment' means the physical, esthetic, social, and 
economic cotuixments, conditions, and factor* which interactively determine the 
state, condition, and quality of living conditions, recreation, air and water, 
employment, and health of those affected, directly or indirectly, by activities 
occurring in the outer Continental Shelf of the United States;

"(k) The term 'Governor' means the Governor of a State, or the person or 
entity designated hy, or pursuant to, .State law to exercise the powers granted 
to mich Governor pursuant to this Act;

"(1) The term 'exploration' means the process of searching for oil, natural 
gas, or other minerals, including (1) geophysical surveys where magnetic, gravity, 
seismic, or other systems are used to detect or imply the presence of such re 
sources, and (2) any drilling, whether on or off known geological structures, 
includinK the drilling of a well in which a discovery of oil or natural gas in 
commercial quantities I* made, and the drilling of any additional delineation 
well after such discovery which is needed to delineate any reservoir and to 
enable the lessee to determine whether to proceed with development and 
production;

"(in) The term 'development* means those activities which, take place follow 
ing discovery of oil. natural gas. or other minerals in commercial quantities, 
including geophysical activity, drilling, platform construction, and operation 
of all on-shore wipi»ort facilities, and which are for the purpose of ultimately 
producing the resources discovered;

"(n) The term 'production* means those activities which take place after the 
successful completion of any means for the removal of resource**, including such 
removal, field oiwratlnn*, transfer of oil, natural gas, or other minerals to 
shore, operation monitoring, maintenance, and work-over drilling; 

"(o) The term 'antitrust law* means—
"(1) the Act entitled 'An Act to protect trade and commerce against ua 

lawful restraints and monoiMilies*. approved July 2. 1890 (15 U.S.C. 1 et 
seq.) :

"(2) the Act entitled 'An Act to supplement existing laws against un 
lawful n-stmints and monopolies, and for other purposes', approved October 
15. 1914 (15 U.S.C. 12 et seq.) :

"(3) the Federal Trade Commission Act (15 U.S.C. 41 et sea.): 
"(4) sections 73 mid 74 of the Act entitled 'An Act to reduce taxation, to 

provide revenue for the Government, and for other pnrponW, approved Au 
gust 27,1804 (15 U.S.C. 8 and 9); or

"(5) the Act of June 19.193B. chapter 592 (15 U.S.C. 13,13a. 13b. and 21* ,; 
"(p) The term 'fair market value' means the value of any oil, gas, or other 

mineral (1) computed at a unit price equivalent to the average unit price at which 
such mineral was sold pursuant to a lease during the iteriod for which any roy 
alty or net profit share is accrued or reserved to the United States pursuant to 
such lease, or (2) if there were no such sales, or if the Secretary finds that there 
were an insufficient numl*r of such sales to equitably determine such value, com 
puted at the average unit price at which such mineral was sold pursuant to other 
lenses in the same region of the outer Continental Shelf during such period, or 
(3) if there were no sales of such mineral from such region during such period,



6
or if the Secretary finds that there are an insufficient number of such sales to equitably determine such value, at an appropriate price determined by the Sec 
retary; and"(q) The term 'major Federal action* means any action or proposal by the Secretary which is subject to the provisions of section 102(2) (C) of the National Environmental Policy Act of 1069 (42 U.S.C. 4332(2) (C)).".

NATIONAL POLICY FOB THE OUTER CONTINENTAL SHELF

SEC. 202. Section 3 of the Outer Continental Shelf Lands Act (43 U.S.C. 1332) is amended to read as follows:"SEC. 3. NATIONAL POLICY FOB THE Ovptx CONTINENTAL SHELV.—It is hereby decla red to be the policy of the United States that—"(1) the subsoil and seabed of the outer Continental Shelf appertain to the United States and are subject to its Jurisdiction, control, and power of dis position a« provided in this Act;" (2) this Act shall be construed in such a manner that the character of the waters above the outer Continental Shelf as high seas and the right to navigation and fishing therein shall not be affected;"(3) the outer Continental Shelf is a vital national resource reserve held by the Federal Government for the public, wiiich should be made available for orderly development, subject to environmental safeguards, in a manner which is consistent with the maintenance of competition and other national needs;
"(4) since exploration, development, and production ,of the mineral re sources of the outer Continental Shelf will have significant, impacts on coastal ami non-coastal areas of the coastal States, and on other affected States, and, in recognition of the national interest in the effective man agement of the marine, coastal, and human environments—"'(A) such States may require assistance in protecting their coastal zones and other affected areas from any temjxmiry or |>ermanent ad verse effects of such impacts; and

"(B) such States are'entitled to an opportunity to participate, to the extent consistent with the national interest, in the i>olicy and'planning decisions made by the Federal Government relating to exploration for, and development and production of. mineral resources of the outer Con tinental Shelf;
"(!>) the rights and responsibilities of all States to preserve and protect their marine, human, and coastal environments through such means as regu lation of land, air, and water uses, of safety, and of related development and •activity should be considered and recognized; and
"(fl) oi>erations in the outer Continental Shelf should l>e conducted in a safe manner liy well-trained i>ersonnel using technology, precautions, and techniques sufficient to prevent or minimize the likelihood of blowout*, loss of well control,- fires, spillages, physical obstruction to other users of the waters or subsoil and seabed, or other occurrences which may cause damage to the environment 'or to proj>erty. or endanger life or health.".

LAWS APPLICABLE TO TIIK OUTEK CONTINENTAL SHKLK

SEC. 203. (a) Section 4(a) (1) of the Outer Continental Shelf Lands Act (43 U.S.C. 1333(a) (1)) is amended—
(1) by striking out "and fixed structures" and inserting in lieu thereof ", and all structures iwrmanently or teni|H>rurily attached to the seabed,"; and(2) by striking out "removing, and transporting resources therefrom" and inserting in lieu thereof "or producing resources therefrom, or any such structure (other than a ship or vessel) for the purpose of transiting such resources".

(b) Section 4(a) (2) of such Act is amended to read as follows: "(-') (A) To the extent that they are applicable and not inconsistent with this Act or with other Federal laws and regulations of the Secretary now lit effect or hereafter adopted, the civil and criminal laws of each coastal State adjacent to the outer Continental Shelf, as in effect on the date of enactment of this para graph, are hereby declared to be the law of the United States for that portion of the subsoil and sealxnl of the outer Continental Shelf, ami those artificial islands and structures referred to in imragraph (1) of this subsection, which



would be within the area of Much State If its boundaries were extended seaward
to the outer margin of the outer Continental Shelf. After such date of enactment—

"(i) any change in any criminal law of such State-shall be adopted as
the law of the United States, lor purposes of this paragraph, at the same
time such change takes effect in such State; and

"(ii) any change in any civil law of such State during the five-year period 
beginning on such date of enactment shall be adopted as the law of the 
United States, for purposes of this paragraph, at the end of such five-year 
period, and any change during any subsequent five-year period shall be 
adopted in the same manner at the end of the five-year period in which such 
change occurs.

Within one year after the date of enactment of this paragraph, the President 
shall determine and publish in the Federal Register projected lines extending 
seaward and defining each such area. The President may, prior to such determina 
tion, establish procedures for settling any outstanding boundary disputes relating 
to the projection of such lines. All of such applicable and consistent State laws 
shall be administered and enforced by the appropriate officers and .courts of the 
United States. State taxation laws shall not apply to the outer Continental Shelf. 

"(B) Within one year after the date of enactment of this paragraph, the 
President 'shall establish procedures for settling any outstanding international 
boundary dispute respecting the outer Continental Shelf, including any dispute 
involving international boundaries between the jurisdictions of the United States 
and Canada and between the jurisdiction of the United States and Mexico.".

(c) Section 4(d) of such Act is amended to read as follows: 
"(d) For the purposes of the National Labor Relations Act, any unfair labor 

practice, as defined in such Act, occurriug upon any artificial island or structure 
referred to in subsection (a) of this section shall l>e deemed to have occurred 
within the judicial district of the coastal State, the laws of which apply to such 
artificial island or structure pursuant to such subsection, except that until the 
President determines the areas within which such State laws are applicable, the 
judicial district shall be that of the coastal State nearest the 'place of location 
of such artificial island or structure.".

(d) Section 4 of such Act is amended—
(1) in paragraph (1) of subsection- (e), by striking out "the islands and 

structures referred to in subsection (a)", and inserting in lieu thereof "the 
artificial islands and structures referred to in subsection (a)";

(2) in subsection (f), by striking out "artificial islands and fixed struc 
tures located on the outer Continental Shelf" and inserting in lieu thereof 
"the artificial islands and structures referred to in subsection (a)"; and-

(3) in subsection (g), by striking out "the artificial islands'and fixed 
structures referred to in subsection (a)" and inserting in lieu thereof "the 

* artificial islands and structures referred to in subsection (a)".
(e)' Section 4(e) (1) of such Act is amended by striking out "head" and in 

serting in lieu thereof "Secretary".
(f) Section 4(e) (2) of such Act is amended to read as follows: 
"(2) The Secretary of the Department in which the Coast Guard is operating, 

shall mark for the protection of navigation any artificial island or structure 
referred to in subsection (a) whenever the owner has failed suitably to mark 
such island or structure in accordance with regulations issued under this Act, 
and the owner shall pay the cost of such marking.".

(g) Section 4 of such Act is further amended by striking out subsection (b) 
and reletteriug subsections (c), (d), (e), (f), and (g) as subjections (b), 
(c), (d), (e), and (f), respectively,

OUTU CONTINENTAL SHELF EXPLORATION AND DEVELOPMENT ADMINISTRATION

SEC. 201. Section 5 of the Outer Continental Shelf Lands Act -(43 U.S.C, 1334 
et seq.) is amended to read as follows:

"Sec. 5. ADMINISTRATION or LEASING or THE OUTER CONTINENTAL SHELT.— (a) 
The Secretary shall administer the provisions of this Act relating to the leasing 
of the outer Continental Shelf and shall prescribe such regulations as necessary 
to carry out such provisions. Such regulations shall, as of the date of their 
promulgation, apply to all operations conducted under any lease issued or main 
tained under the provisions of this Act and shall be in furtherance of the findings, 
purpose*, and policies of this Act. In the enforcement of safety, environmental,
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and conservation laws and regulations, the Secretary shall cooperate with the 
relevant agencies of the Federal Government and of. the affected States. At 
each stage in the formulation and promulgation of regulations, the Secretary 
shall request and give due consideration to the views of the Attorney General 
with respect to matters which may affect competition. The regulations pre 
scribed by the Secretary under this subsection shall include, but not be limited 
to, provisions—

"(1) for the suspension or temporary prohibition of any operation or 
activity, including production, pursuant to any lease or permit (A) at the 
request of a lessee, in the interest of conservation, to facilitate proper devel 
opment of a lease, or to allow for the unavailability of transportation facil 
ities, or (B) if there is a threat of serious, irreparable, or immediate harm 
or damage to life (including aquatic life), to property, to any mineral 
deposits (in areas leased or not yet leased), or to the marine, coastal, or 
human environment, and for the extension of any permit or lease affected 
by such suspension or prohibition by a period equivalent to the period of 
such suspension or prohibition, except that no permit or lease shall bo so 
extended when such suspension or prohibition is the result of gross negli 
gence or wiilful violation of such lease or permit, or of -regulations issued 
concerning such lease or permit;

"(2) for the cancellation of any lease or permit, at any time, when it is 
determined, after hearing," that continued activity pursuant to such lease 
or permit would cause serious harm or damage, which would not decrease 
over a reasonable period of time, to life (including aquatic life), to property, 
to any mineral deposits (In areas leased or not yet leased), to the national 
security or defense, or to the marine, coastal, or human environment, except 
that the cancellation of any lease pursuant to such regulations shall not 
foreclose any claim for comitensation as may be required by the Constitu 
tion of the United States or any other law; 

"(?,) for the assignment or relinquishment of leased; 
"(4) for'the sale of royalty, net profit share, or purchased oil and gas 

accruing or reserved to the United' States in accordance with section 27 of 
this Act;

"(5) for the utilization of different bidding systems in accordance with 
•section 8(a) of this Act;

"(6) for the preparation and submission of annual reports to the Con 
gress in accordance .with .section 15 of this Act;

"(7) for the development and enforcement of .safety regulations in ac 
cordance with sections 21 and 22 of this Act;

"(8) for the preparation and implementation of leasing and development 
programs and plans in accordance with this section and section 18 of this 
Act:.

"(9) tor the procedures for citizen suits? in accordance with section 23 of 
this Act;

"(10) for the establishment of and procedures for Regional Outer Conti 
nental Shelf Advisory Boards in accordance with section 15) of this Act; 

"(11) for unitization, i>ooling, and drilling Agreements ; 
" (12) for subsurface storage of oil and gas;
"(13) for drilling or easements necessary for exploration, development, 

and production; and
"(14) for the prompt and efficient exploration and development of a lease 

area.
"(b) The issuance and continuance in effect of any lease, 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 if the 
lease is issued under the provisions of section 8 hereof, or with the regulations 
Issued under the provisions of section 6(1>). clause (2). hereof, if the lease is 
maintained under the provisions of section 6 hereof.

"(c) Whenever the owner of a nonproducing lease fulls to comply with any 
»;J the provisions of this Act. or of the lease, or of the regulations Issued under 
this Art if the lease is issued under the provisions of section 8 hereof, or of the 
regulations issued under the provisions of section 6(b), clause (2), hereof, if 
the lease is maintained under the provisions of section 6 hereof, such lease may 
he canceled by the Secretary, subject to the right of judicial review us provided 
in this Act. If such default continues for the period of thirty days after mailing 
of notice by registered letter to the lease owner at his record post office address.



"(d) Whenever the owner of any producing lease fails to comply with any of 
the provisions of this Act, or of the lease, or of the regulations issued under this 
Act if the lease is issued under the provisions of section 8 hereof, or of. the 
regulations issued under the provisions of section 6(b), clause (2), hereof, if 
the lease is maintained under the provisions of section 6 hereof, such lease may 
be forfeited and canceled by an appropriate proceeding in any United States 
district court having jurisdiction under the provisions of this Act.

"(e) Rights-of-way, through the submerged lands of the outer Continental 
Shelf, whether or not such lands are included in a lease maintained or issued 
pursuant,to this Act, may be granted by the Secretary for pipeline purposes for 
the transportation of oil, natural gas, sulphur, or other mineral under auch 
regulations and upon such conditions as to the application therefor and the 
survey, location, and width thereof as may be prescribed by the Secretary, and 
upon the express condition that such oil or gas pipelines shall transport or pur 
chase without discrimination, oil or natural gas produced from said lands in 
the vicinity of the pipeline in such proiwrtionate amounts as the Federal Power 
Commission, in the cage of gas, and the Interstate Commerce Commission, in 
consultation with the Administrator of the Federal Energy Administration, in 
the case of oil, may, after a full hearing with due notice thereof to the interested 
parties, determine to be reasonable, taking into account, among other things, 
conservation and the prevention of waste. Failure to comply with the provisions 
of this section or the regulations and conditions prescribed under this section 
shall be ground for forfeiture of the grant in an appropriate judicial proceeding 
instituted by the United States in any United States district court having juris 
diction under the provisions of this Act.

"(f) d) The lessee shall produce any oil or gas, or both, obtained pursuant to 
an approved development and production plan, at rates consistent with any rule 
or order issued by the President in accordance with any provision of law.

"(2) If no rule or order referred to in paragraph (1) has been issued, the 
lessee shall produce such oil or gas, or both, at rates consistent with any regu 
lation promulgated by the Secretary which is to deal with emergency shortages 
of oil or gas or which is to assure the maximum rate of production which is 
efficient and safe for the duration of the activity covered by the approved 
plan. The Secretary may permit the lessee to vary such rates if he finds that 
such variance in necessary.

"(g) After the date of enactment of this section, no holder of any oil and 
gas lease issued or maintained pursuant to this Act shall be permitted to flare 
natural gas from any well unless the Secretary finds that there is no practicable 
way to complete production of such gas, or that such flaring is necessary io 
alleviate a temporary emergency situation or to conduct testing or work-over 
operations.".

REVISION OF BIDDING 'AND LEASE ADMINISTRATION

SEC. 205. (a) Subsections (a) and (b) of section 8 of the Outer Continental 
Shelf Lands Act (43 U.S.C. 1337) are amended to read as follows:

"(a) (1) The Secretary is authorized to grant to the highest responsible quali 
fied bidder or bidders by competitive bidding, under regulations promulgated 
in advance, any oil and gas lease on submerged lands of the outer Continental 
Shelf which are not covered by leases meeting the requirements of subsection (a) 
of section 6 of this Act. The bidding shall be by sealed bid and, at the discretion 
of the Secretary, on the basis of—

"(A) cash bonus bid with a royalty at not less than 12% per centum fixed 
by the Secretary in amount or value of the production saved,, removed, or 
sold;

"(B) variable royalty bid based on a per centum of the production saved, 
removed, or sold, with a cash bonus as determined by the Secretary;

"(C) cash bonus bid with diminishing or sliding royalty based on such 
formulae as the Secretary shall determine as equitable to encourage con 
tinued production from the lease area as resources diminish, but not less 
than 12% per centum at the beginning of the lease period in amount or 
value of the production saved, removed, or sold;

"(D) cash bonus bid with a fixed share of the net profits of no less than 
30 per centum to lx» derived from the production of oil and gas from the 
lease area;

"(E) fixed cash i>onus with the net profit share reserved as the bid 
variable;
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"(F) cash bonus Wd with a royalty at no less than 12% per centum fixed by the Secretary in amount or value of the production saved, removed, or »old and a per centum share of net profit* of no less than 30 per centum to l>c derived from the production of oil and gas front the lease area;"(0) cash bonus bids for 1 per centum shares of an undivided working interest in the lease area, such shares to be awarded at a price which is equal to the average price per share of the highest resj>onsible qualified bids tendered for not more than 100 per centum of the lease area, with a fixed• share of the net profits derived from the production of oil and gas pursuant 

to a lease to be determined b.v the Secretary; or
"(H) cash bonus bids for 1 per centum shares of an undivided working interest in the lease area, such shares to be awarded at a price which is equal to the average price per share of the highest re*i>onsib!e qualified bids tendered for not more than 100 per centum of the lease area, and with a fixed or diminishing royalty Iwsed upon the production derived from operation 

pursuant to the lease.
"(2) The Secretary may. in his discretion, defer any part of the jwyment of 

the cash bonus, as authorized in (Mragraph (1) of this subsection, according to a schedule announced at the time of the announcement of the lease sale, but such payment shall be made in total no later than five year* from the date of the lease sale or no later than the date of the authorization of development and production, whichever date first o<,-cur*.
"(3) The Secretary may, in order to promote increased production on the lease area, through direct, secondary, or tertiary recovery means, reduce or eliminate any royalty or net profit share, set forth in the lease for such area.
"(•I) At least ninety days prior to notice of any lease sale under subparagraphx 

(D), (K), (F), and (0) of paragraph '(1). the Secretary shall by regulation establish rules to govern the calculation of net profits. In the. event of any dispute between the United States and « lessee concerning the calculation of the net profits under the regulation issued pursuant to this paragraph, the burden of proof shall be on the lessee. In determining the attribution of profits as between oil and gas, costs shall l>e allocated proportionately to the value of the respective amount of oil and gas produced.
"(:") (A) In the case of any leasearea offered for sale pursuant to snbparagrnph (0) or (H) of paragraph (l).if the, accepted bid j>er share of any peraon for a per centum working interest in such lease area Is less than the average price per share of all accepted bids, and such |>ersi>n does not. within such time as the. Secretary shall by regulation prescribe, agree to p«y such price, then—

"(I) the Secrtftu'ry shall return to such person any deitoslt made with n>s|KH,-t to such bid; and
"(H) any right acquired and any obligation incurred by such person with respect to such bid shall 1* deemed to l>e canceled.

'•(B)(I) In the event the Secretary sells less than 100 IMT centum of the Interest in the lease area offenxl under suhimragruph (G) or (II) of paragraph (1). he shall offer the additional shares to the bidders who purohai**! .shares pursuant, to the Initial bidding proce«t. The Secretary shall sell such additional shaies to the bidders who "have elected to purchase under this clause, exci*l>t that the maximum numlter of additional shares which any such bidder may purchase shall l»e in pn>i>ortion to his hidded Interest.
"(II) To the extent that any jwr centum of the interest in the lease area offered under such siih|»tragraph (0) or (H) remains unsold after the Secretary use* the. procedure required by clause (I) of this siihiwragraph, he shall repeat such prwdure for wich period of time as he determines to l»e reasonable.
•'(ill) To the extent that any per centum of the interest in the, lease urea offered under sui-h suhparaicraph (0) or (II) remains unsold after the Secretary uses the procedure required utuler clauses (i) and (II) of tills suhixtrngraph, the Secre 

tary shall offer any remaining shares for sale to the highest Interested bidder whose bid was not accepted In the initial bidding process, except that any such bidder may not purchase ti niiinlx-r of shares which exceeds the numlter for which he originally bid. The Secretary shall repeat such procedure for such period of time as he determine* to IM* reasonable.
"fiv) Any additional shares of Interest in a lease area which are sold by the Secretary pursuant to thlf- subparagraph shall l»e sold at a price equal to the price at which shares of the interest In such lease area were sold pursuant pursuant to the initial bidding process.
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"(C) The Secretary shall, by regulation, provide for the cancellation of any lease sale held pursuant to subparagraph (0) or (H) of paragraph (1), If the total amount to be paid for all shares sold does not represent a fair return to the Federal Government
"(D) The Secretary xhall establish standards and procedures for the formation of a joint working group in an area leased pursuant to subparagraph (G) or (H) of pitragraph (1), and shall approve one or more operators for. and the terms of management of, activities on such lease area. The United States, represented by the Secretary, shall be considered a nonvotln* party to any joint working group formed pursuant to such standards and procedures. '
"(G) (A) The Secretary shall utilize the bidding alternatives from among those authorized by this subsection, in accordance with subparagraphs (B) and (C) of this paragraph, so as to accomplish the purposes and policies "of this Act, including (i) providing a fair return to the Federal Government, (ii) increasing competition, (iii) assuring competent and safe operations, (iv) avoiding undue M|>eculAtion, (v) avoiding unnecessary .dehtys in exploration,, development, and production, (vi) discovering and recovering oil and gas, (vii) developing new oil and gas resources in nn efficient and timely manner, and (vili) limiting admin istrative burdens on government and industry. In order to select n bid to accom plish these puriKMes and ix>licies, the Secretary may, in his discretion, require each bidder to submit bids for any area of the outer Continental Shelf in accord ance with more than one of the bidding alternatives set forth in paragraph (1) of this subsection.
"(H) During the tive-yettr |>eriod commencing on the date of enactment of this .subsection, the Secretary may, in order to obtain statistical information to deter mine which bidding alternatives will liest accomplish the puri>oses and national |M)iicies of tills Act, require each bidder to submit bids for any urea of the outer Continental Shelf In accordance with more than one of the bidding systems set forth in iMtrugraph (1) of this subsection. For such statistical puri>oses, leases may In- awarded using a bidding alternative selected at random or determined by the Secretary to IK* desirable, for the acquisition of valid statistical data and otherwise consistent, with the provisions of this Act.
"(C)(I) Kxcept as provided in clause (II), the bidding system authorized by suhittiragraph (A) of paragraph (1) of this subsection shall not be applied to more thnn SM) IHT centum of the total area offered for lease each year, during the live-year jvrlod Inclining on the date of enactment of this subsection, in each region where there, bus In-en no development of oil and gas prior to Octok'r 1, 1!)T5. including the outer Continental Shelf region off southern California outside 

the Santa Barbara Channel.
"(ii) If. in any year following the date of enactment of this subsection, the Secretary tinds that compliance wirh the limitation set forth in clause (i) would unduly delay, efficient development of the oil «nd gas resources of the outer Con tinental Shelf, result in less than a fair return to the Federal Government, or result in a reduction of comi>etition, he shall submit to the Senate and .House of Representatives a re|M>rt staling his sj>eclflc findings and detailed reasons there for. The Secretary may thereafter, for that year, exceed such limitation if both the Senate and House of Representatives pass a resolution of approval of the Secretary's muling within thirty days after receipt of such rejKirt (not including 

days when Congress is not. in session).
"(D) Within six months after the end of each fiscal year, the Secretary shall rejiort, to the Congress, as provided in section 15 of this Act. with respect to the use <>f the various bidding options provided for In this subsection. Such rej>ort 

shall include—
"(i) the schedule of all lease wiles held during such yeur and the bidding 

sv.stem or systems utilized;
"(II) the schedule of all lease sales to lie held the following year and the 

bidding sv.stem or systems to l»e utilized:"(ill) the benefits and costs associated with conducting lease sales using 
the. various bidding systems;'•(Iv) If applicable, the reasons why a particular bidding system has not 
been or will not IK' utilized:"(v) If applicable, the reasons why more than 90 i>er centum of the area leased In the past year, or to be offered for lease In the ujK-omlng yeur, was or Is to lie leased under the bidding system authorized by subimragraph (A) 
of jxiragraph (1) of this subsection: and

70-Stl O-lt-l
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"(vi) an analysis of the capability of each bidding system to accomplish 
•the purpose* and policies stated in subparagraph (A) of this paragraph, 

"(7) The Secretary may, by regulation, permit submission of bids made jointly 
by or on behalf of two or more persons for an oil and gas learn; under this Act 
unless—

"(A) more than one of the joint bidden*, directly or indirectly, controls or 
is chargeable worldwide with an average daily production of one million six 
hundred thousand barrels a day or more, or the equivalent, in crude oil, 
natural gas, and liquefied i>etroleurn products; or

"(B) the bidding system is one authorized by suhparngrnph (G) or (H) 
of paragraph (1) of this subsection and joint bidding la not specifically found 
by the Secretary to be necessary to promote competition, 

"(b) An oil and gas lease issued pursuant to this section shall—
"(1) cover an area designated by the Secretary en the basis of entire 

geological structures or traps, or be comprised of a reasonable, economic 
production unit, as determined by the Secretary;

"(2) be for a period of five years, and may be extended for a i>eriod of 
five additional years if the Secretary finds such extension is necessary to 
encourage exploration and development in areas of unusually deep water 
or adverse weather conditions, and as long thereafter as oil or gas may be 
produced from the area in paying quantities, or drilling or well reworking 
operations, as approved by the Secretary, ure conducted thereon, except, that 
no such extension shall be grunted if the Secretary finds that the lessee 
has not exercised due diligence in the maximum, efficient, and safe develop 
ment of all wells and resources pursuant to the lease;

"(3) require the payment of amount or value as determined by one of 
the bidding procedures set forth in subsection (a) of this section;

"(4) entitle the lessee to explore, develop, and produce the oil and gas 
resources contained within the lease area, conditioned UIMHI due diligence 
requirements and the approval of the development and production plan 
required by this Act;

"(5) contain a provision that the Secretary shall, in the absence of any 
applicable rule or order issued by the President and under conditions dt>- 
flned in applicable regulations prescrilted by the Secretary, have the right to 
require increased production under such lease for pur|M>ses of dealing with 
emergency shortages of oil or gas or other national emergencies;

"(0) provide for susj>ension or cancellation of the lease pursuant to sec 
tion J> of this Act; and

"(7) contain such rental and other provisions us the Secretary may pre 
scribe at the time of offering the area for lease.".

(b) Section 8 of the Outer Continental Shelf Lands Act (43 U.S.G. 1337) is 
further amended by striking out subsection (j), by relettering subsections (c) 
through (i), and all references thereto, as subsections (g) through (m), respec 
tively, and by inserting immediately after subsection (It) the following new 
subsections:

"(c) No least* may be issued for an initial five-year period or extended for 
five additional years, until at least thirty days after the Secretary notifies the 
Attorney General of the United States and the Federal Trade Commission of 
the proposed issuance or extension. Such notification shall contain such informa 
tion as the Attorney General and the Federal Trade Commission may require 
in order to advise the Secretary us to whether such lease or extension would 
create or maintain a situation inconsistent with the antitrust laws.

"(d) No least' may lie issued or extended if the Secretary finds that an 
applicant for a lease, or a lessee, is not meeting due diligence requirements on 
other leases.

"(e) Nothing in this Act shall be deemed to convey to any person, association, 
corporation, or other business organisation immunity from civil or criminal lia 
bility, or to create defenses to actions, under any antitrust law.

"(f) (1) At the time of soliciting nominations for the leasing of lands within 
three miles of the seaward boundary of any coastal State, the Secretary shall 
provide the Governor of any such State—

"(A) an identification and schedule of the areas and regions offered for 
leasing;

"(B) all Information concerning the geographical, geological, and ecologi 
cal characteristics of such regions;
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"(C) an estimate of the oil and gas reserves in the areas proposed for 

leasing; and
"(D) an identification of any field, geological structure, or trap located 

within three miles of the seaward boundary of a coastal State.
"(2) Upon receipt of nominations for any lauds within three miles of the flea- 

ward boundary of any coastal State, the Secretary shall offer the Governor of 
such coastal State the opportunity to jointly lease any Krea which the Secretary 
approves for lease which muy contain a,field, geological structure, or trap which 
may be located within both Federal and State ow'ned lands.

"(3) Within ninety days after the offer by the Secretary pursunt to paragraph 
(2) of this subsection, the Governor shall elect whether to jointly lease any 
such area. If the Governor accepts the offer, the Secretary and Governor shall 
jointly offer such area for lease under mutually acceptable terms. If the Gover 
nor declines the offer, the Secretary may lease the federally owned portion of 
such area in accordance with this Act.

"(4) All bonuses, royalties, rents, and net profit shares obtained pursuant to a 
lease for lands within three miles of the seaward boundary of any coastal State, 
whether or not such lease is issued jointly by the Secretary and the Governor of 
such coastal State, shall be placed in an escrow account until such time as the 
Secretary and the Governor of such coastal State detennine, on the basis of 
geological or other information, the proper rate of jwyments to be deposited in 
the treasuries of the Federal Government and such coastal State.".

OUTKR CONTINENTAL 8HKI.V OIL AND OA8 EXPLORATION

SEC. 200. Section 11 of the Outer Continental Shelf Lands Act (43 U.S.C. 1340) 
is amended to read us follows:

••«KC. 11. OUTKR CONTINENTAL SHJXK OIL AND GAS EXPLORATION.—(a) (1) Any 
agency of the United States, and any person whom the Secretary by permit or 
regulation may authorize, may conduct geological and geophysical explorations in 
the outer Continental Shelf, which do not interfere with or endanger actual op 
erations pursuant to any lease issued or maintained pursuant to this Act, and 
which tire not unduly harmful to the marine environment.

"(2) The provisions of paragraph (1) of this subsection shall not apply to any 
IMirson conducting explorations pursuant to an approved exploration plan on any 
area under lease to such IHTSOII pursuant to the provisions of this Act.

"(I)) Beginning ninety days after the date of enactment of this subsection, n,o 
exploration pursuant to any oil and gas lease issued or maintained under this 
Act may IH> undertaken by the holder of such lease, except in accordance with 
the provisions of this section.

"(c)(D Prior to commencing exploration pursuant to any oil and gas lease 
issued or maintained under this Act, the holder thereof shall submit an explora 
tion plan to the. Secretary for approval. Such plan may apply to more than one 
lease held by a lessee in any one region of the outer Continental Shelf, or by a 
group of lessees acting under a unitization, pooling, or drilling agreement, and 
shall be approved by the Secretary if he finds that such plan is consistent with 
the provisions of this Act, regulations prescribed under this Act, and the provi 
sions of such lease. The Secretary shall require such modifications of such plan 
as are necessary to achieve such consistency. The Secretary shall approve such 
plan, us submitted or modified, withing thirty days of its submission, except that 
if the Secretary determines that (A) any proposed activity under such plan would 
result in any condition which would permit him to suspend such activity pursu 
ant to regulations presented under section 5(a)(l) of this Act. and (B) such 
proposed activity cannot l>e modified to avoid such condition, he may delay the 
approval of such plan.

"(2) An exploration plan submitted under this subsection shall include, in the 
degree of detail which the Secretary may by regulation require—

"(A) a schedule of anticipated exploration activities to IKS undertaken ; 
"(W) a description of equipment to be used for such activities; 
"(C) the general location of each well to be drilled; and 
"(I>) such other information deemed i>ertinent by the Secretary.

"(3) The Secretary may. by regulation, require that such plan 1* accompanied 
by a general statement of development and production intentions which shall 
be for planning purjwseK only and which shall not bo binding on any party.

"(d) The Secretary may, by regulation, require any lessee ojwrating under 
an approved exploration plan to obtain a permit prior to drilling any well in 
accordance with such plan.
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"(e)(l) If a revision of nn exploration plan approved under thin subsection 

is submitted to the Secretary, tbe process to be used for the. approval of such 
revision shall be the same as set forth in subsection (c) of this section.

"(2) All exploration activities pursuant to any lease shall be conducted in 
accordance with an approved exploration plan or an approved revision of such 
plan.

"(f) The Secretary may, within ninety days after the date of enactment of 
this section, provide for the approval under subsection (c) of any plan submit 
ted prior to such date of enactment which he finds is in substantial compliance 
with the provisions of such subsection, and may require the submission of any 
additional information necessary to bring such plan into such compliance.

"(g) At. least once In each frontier area, the Secretary shall set'k qualified 
applicants to conduct geological explorations, including core and test drilling, 
for oil and gas resources in those areas and subsurface geological .structures of 
the outer Continental Shelf, which the Secretary, UIXHI 'the basis of information 
available to him and advice of the Geological Survey of the Department of the 
Interior, regards as having the greatest likelihood of containing significant oil 
and gas accumulations.".

ANNUAL REPORT

SKC. 207. (a) Section 15 of the Outer Continental Shelf Lands Act (43 U.S.S. 
1344) is amended to read as follows:

"SKC. 15. ANNUAL REPORT MY SECRETARY TO CONORESB.—Within six months 
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 the following 
reports:

"(1) A report, on the leasing and production program in the outer Con 
tinental Shelf during such fiscal year, which shall include—

"(A) a detailed accounting of all moneys received and exixmded ; 
"(B) a detailed accounting of all exploration, exploratory drilling, 

leasing, development, and production activities:
"(C) a summary of management, suiwrvision. nnd enforcement 

activities;
"(I)) a list of all shut-in-and flaring wells; and 
"(B) recommendations to the Congress (i) for improvements in man 

agement, safety, and amount of production from leasing and <>i>erutlons 
in the outer Continental Shelf, and (ii) for resolution of jurisdictional 
conflicts or ambiguities.

"(2) A rejMirt. preiwred after consultation with the Attorney General, 
with recommendations for promoting comimtition in the leasing of outer 
Continental Shelf lands, which shall include any recommendation's or find 
ings by the Attorney General and any plans for implementing recommended 
administrative changes and drafts of any proved legislation, and which 
shall contain—

"(A) an evaluation of the comi*etitive bidding systems iK>nnitted 
under the provisions of section # of this Act. and, if applicable, the 
reasons why a particular bidding system has not been utilized;

'•(B) an evaluation of alternative bidding systems not iwrniitted 
under section 8 of this Act, and why such system or system* should or 
should not l>e utilized;

"(C) an evaluation of the effectiveness of restrictions on joint, bidding 
in promoting comi>etition and, if applicable, any suggested administra 
tive or legislative, action on joint bidding;

"(D) an evaluation of present measures and u description of any 
additional measures to encourage entry of new competitors; and

"(K) an evaluation of present measures and a description of addi 
tional measures to increase the supply of oil and gas to indejHmdent 
refiners nnd distributors.

.NEW SECTIONS OK THK OUTKK CONTINENTAL 8IIELF LANDS ACT

SKC. 208. The Outer Continental Shelf Lands Act (43 U.S.C. 1331 et seq.) is 
amended by adding at the end thereof the following new sections:

"SEP. IK. OUTKK CONTINENTAL SiiKLT LEASING I'nooKAM.—(a) The Secretary, 
pursuant to procedures set forth in subsection (c), shall prepare and ]>eriodlcally 
revise, and maintain an oil nnd gas leasing program to implement the findings,
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purposes, and policies of this Act. The leasing program Hhall indicate as pre 
cisely as pOHMble the size, timing, and location of leaning activity which will heat 
meet national energy needs for the five-year i>eriod following its approval or 
reapproval, Such leasing program shall he prepared and maintained in a manner 
consistent with the following principles:

"(1) Management of the outer Continental Shelf shall be conducted In a 
manner which considers all of the economic, social, and environmental values 
of the retiowahle and nonrenewable resources contained in the outer Con 
tinental Shelf, and the potential impact of oil and gas exploration on other 
resource values of the outer Continental Shelf and the marine, coastal, and 
human environments.

"(2) Timing and location of exploration, development, and production of 
oil and gas among the oil- and gas-bearing physiographic regions of the 
outer Continental Shelf shall be based on a consideration of—

"(A) existing information concerning the geographical, geological, and 
ecological characteristics of such regions;

"(B) an equitable sharing of developmental benefits and environ 
mental risks unions the various regions;

"(C) the location of such regions with respect to, and the relative 
needs of, regional and national energy markets;

"(1)) the location of such regions with respect to other uses of the 
sen and .seabed, including fisheries, intracoustal navigation, existing or 

proixwed seulunes, potential sites of deepwater ports, and other antici 
pated uses of the resources and space of the outer Continental Shelf; 

"(E) the interest of potential oil and gas producers in the develop 
ment of oil and gas resources as indicated by exploration or nomination; 

•' (F) laws, goals, and policies of affected States; 
"(G) policies and plans promulgated by coastal States pursuant to 

the Coastal Zone Management Act of 1972 (10 U.S.C. 1451 et seq.);
"(II) recommendations mid advice given by any Regional Outer Con 

tinental .Shelf Advisory Board established pursuant to this Act; and 
"(•1) whether the oil and gas producing industry has sufficient re 

sources, including equipment and capital to bring about the exploration, 
development', and production of oil and gas in such regions in an ex 
peditious manner.

"(3) The Secretary shall select the timing and location of leasing, to the 
maximum extent practicable, so as to obtain u proper balance between the 
itotentiul for environmental damage, the ix>tentinl for the discovery of oil 
and gas. and tin; imtcntial for adverse impact on the coastal zone.

'•(4) I/wising activities shall IH> conducted to assure receipt of fair market 
value for the oil and gas owued by the Federal Government, 

"(b) The leasing program shall include estimates of the appropriations and 
staff required to—

"(I) obtain resource information and any other information needed to 
preiwre the leasing program required by this section;

"(2) analyze and interpret the exploratory datn and any other Informa 
tion which may be compiled under the authority of this Act;

"(3) conduct environmental baseline studies and prepare any environ 
mental impact statement required in accordance with this Act and with 
section 102(2) (C) of the National Environmental Policy Act of 10G9 (42 
U.S.C. 4332(2) (C)) ;and

"(4) sujtcrvise oi>erations conducted pursuant to each lease in the manner 
necessary to assure due diligence in the exploration and development of the 
lease area and compliance with the requirements of applicable law and regu 
lations, and with the terms of the lease.

"(c) (1) Within nine months after the date of enactment of this section, the 
Secretary shall submit to the Congress and to the Attorney General, and publish 
in the Federal Register, a proposed leasing program.

"(2) Within ninety days after the date of publication of a pro]>osed leasing 
program, the Attorney General shall submit comments on the anticipated effects 
of such program upon competition, and any State, local government, Regional 
Outer Continental Shelf Advisory Board, or other jwrson may submit comments 
and recommendations an to any asjHH't of the program.

"(3) At least sixty days prior to approving a proimwd leasing program, the 
Secretary shall submit it to the President and the Congress, together with any
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comments received. Such submission Khali indicate why any specific recommenda tion of the Attorney General or a State or local government or Regional Advisory 
Board was not accepted.

"(4) After the leasing program b>is been approved by the Secretary, or after June 30,1977, whichever first occurs, no lease shall be issued unless it is for ait area included in the approved leasing program and unless it contains provisions 
consistent with the approved leasing program, except that leasing shall be per mitted to continue until such program is approved and for HO long thereafter as such program is under judicial or administrative review pursuant to the 
provisions of this Act.

"(d) The Secretary shall review the leasing program approved under this nee- 
tion at least once each year, and he may revise and reanprove such program, at 
any time, in the same manner as originally developed, 

"(e) The Secretary shall, by regulation, establish procedures for—
"(1) receipt and consideration of nominations for any area to l>e offered 

for lease or to lie excluded from leasing;
"(2) public notice of and participation in development of the leasing 

program;
"(3) review by State and local governments which may be impacted by 

the proposed leasing;
"(4) ixjriodic consultation with State and local governments, oil and gas lessees and permittee*, and representatives of other individuals or organiza 

tions engaged in activity in or on the outer Continental Shelf, including those involved in fish and shellfish recovery, and recreational activities; and
"(5) coordination of the program with the management program t>eing devel<>i>ed by any State for approval pursuant to section 305 of the Coastal Zone Management Act of 11)72 and to assure consistency with the. management 

program of any Stale which lias been approved pursuant to section 806 of 
such Act.

Such procedures shall be applicable to any revision or reapproval of the leasing 
program.

'•({) The Secretary may obtain from public sources, or purchase from private 
sources, any survey, data. rei>ort, or other information (including interpretations of such ftata. survey, rejtort, or other information) which may be necessary to 
assist him in preparing any environmental impact statement and in making other evaluations required by this Act. The Secretary shall maintain the confidentiality of all proprietary data or information for such i*>rlod of time as is provided for 
in this Act, established by regulation, or agreed to by the parties.

"(g) The 1'eads of all Federal departments and agencies shall provide the Secretary with any nonproprietary information he requests to assist him in pre 
paring the leasing program. In addition, the Secretary shall utilize the existing capabilities and resources of such Federal departments and agencies by appro priate agreement.

"SKC. 19. ItKfllONAI. OtJTKK CO.NTINBXTAI. SHKI.K (ADVISORY BOARDS.— (a) The
Governors of coastal and affected States may establish Regional Outer Conti 
nental Shelf Advisory Boards for their regions with such membership as they may determine, after consultation with the Secretary and the Secretary of 
Commerce.

"(b) Representatives of the Secretary, the Secretary of Commerce, the Ad ministrator of the Federal Energy Administration, the Chairman of the Council on Environmental Quality, the Commandant of the Coast Guard, the Adminis trator of the Knvironmental Protection Agency, and the Administrator of the 
Occupational Safety and Health Administration shall be entitled to participate as observers in the delil>eratIoiiK of any Board established pursuant to sub section (a) ,of this section.

"(c) Each Board established pursuant to subsection (a) shall advise the Secretary on all matters relating to outer Continental Shelf oil and gas develop 
ment, including development of the leasing program required by section 18 of this Act, approval of development and production plans required pursuant to 
section 2T> of this Act, implementation of baseline and monitoring studies, and the preparation of environmental imj>act statements prepared in the course of the implementation of the provisions of this Act.

"(d) If any Regional Advisory Board or the Governor of any affected State^- 
"(1) makes specific recommendations to the Secretary regarding the site, timing, or location of a proposed lease sale or with respect to a proposed development and production plan; and
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"(2) submits ttuch recommendations to the Secretary within sixty days after receipt of notice of such proposed lease sale or of such development 

and production plan,the Secretary shall accept such recommendations, unless he determines they are consistent with national security or the overriding national interest. For purposes of thin subsection, a determination of overriding national interest shall be based on the desirability of obtaining oil and gas supplies in a balanced manner, con sistent with the findings, purposes, and policies of this Act. To the extent that recommendations from State Governors or Regional Advisory Boards conflict with each other, the Secretary shall, accept such recommendations which be finds to be the most consistent with the national intercut. If the Secretary finds that he cannot accept recommendations made pursuant to this subsection, he shall communicate, in writing, to such Governor or such Board the reasons for rejection of such recommendations.
"Sec. 20. BASELINE AND MOKITOMNO STUDIES.—(a) (1) The Secretary of Commerce, in cooperation with the Secretary, shall conduct a study of any area or region included in any lease sale in order to establish baseline information concerning the status of the human, marine, and coastal environments of the outer Continental Shelf and the coastal areas which may be affected by oil and gas development in such area or region.
"(2) Each study required by paragraph (1) shall be commenced not later than six months from the date of enactment of this section with respect to any area or region where a lease sale has been held before such date of enactment, and not later than six months prior to the holding of a lease sale with respect to any area or region where no lease sale has been held before such date of enactment. The Secretary of Commerce may utilize information collected in any study prior to the date of enactment of this section in conducting any such study."(3) The Secretary of Commerce shall, after being notified of the submission of any development and production plan in an area or region under study, com plete such study and submit it to the Secretary prior to the date for final approval of any development and production plan required by section 25 of this Act for any lease area. Failure of the Secretary of Commerce to complete any such study in a lease area shall not, in itself, be a basis for precluding the approval of a development and production plan by the Secretary.
"(4) In addition to developing baseline information, any study of an area or region, to the extent practicable, shall be designed to predict impacts on the marine biota resulting from chronic low level pollution or large spills associated with outer Continental Shelf production, from the introduction of drill cuttings and drilling muds in the area, and from the laying of pipe to serve the offshore production area,'and the impacts of development offshore on the affected and coastal areas.
"(b) Subsequent to the leasing and developing of uny area or region, the Secretary of Commerce shall conduct such additional studies to establish baseline information &a he deems necessary and shall monitor the human, marine, and coastal environments of such area or region in a manner designed to provide time-series and data trend information which can be used for comparison with any previously collected data for the purpose of identifying any significant changes in the quality and productivity of such environments, for establishing trends in the areas studied and monitored, and for designing experiments to identify the causes of such changes.
"(c) The Secretary of Commerce shall, by regulation, establish procedures for carrying out his duties under this section, and shall plan and carry out such duties in full cooperation with affected States. To the extent that other Federal agencies have prepared environmental impact statements, are conducting studies or are monitoring the affected human, marine, or coastal environment, the Secre tary of Commerce may utilize the information derived therefrom in lieu of directly conducting such activities. The Secretary of Commerce may also utilize information obtained from any State or local government entity, or from any person, for the purposes of this section. For the purpose of carrying out his responsibilities under this section, the Secretary of Commerce may by agreement utilize, with or without reimbursement, the services, personnel, or facilities of any Federal, State, or local government agency.
"(d) AH soon as practicable after the end of each fiscal year, the Secretary of Commerce shall submit to the Secretary and to the Congress and make avail able to the general public an assessment of the cumulative effect of activities conducted under this Act on the human, marine, and coastal environments.
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"Sue. 21. SAFETY REGULATIONS.—(a) (1) Safety regulations which apply to the 

construction and operation of any fixed structure and artificial iitland on the 
outer Continental Shelf shall be promulgated and periodically revised. Such 
regulation** shall be developed by the Secretary and—

"(A) the AdtniniHtrator of the Environmental Protection Agency or the 
Secretary of Commerce, or both, for the protection of the marine and coatital 
environment*;

"(B) the Secretary of the Army or the Secretary of the Department in 
which the CoaHt. Guard in operating, or both, for the avoidance of naviga 
tional hazards in the waters above the outer Continental Shelf; and

"(C) the Secretary of Labor or the Secretary of the Department in which 
the Coa»t Guard in operating, or both, for occupational safety and health. 

"(2) In promulgating regulations under this section, the Secretary Khali re 
quire, on all new drilling and production operations and, wherever practicable, 
on existing operations, the use of the best available and safest technology, 
economically achievable, wherever failure of equipment would have a significant 
effect on occupational or public health, (safety, or the environment.

"(b) Upon the date of enactment of this section, the National Academy of 
Engineering shall commence a study of the adequacy of existing safety regula 
tions and of technology, equipment, and technique*! for operation)* with respect 
to the outer Continental Shelf, including the subjects listed in subsection (a) 
of thin *K:tion. Not later than nine month* after the date of enactment of this 
Hoction, the result* of such Htudy and recommendations for improved safety 
regulations Hlmll IHJ submitted to (he Congress, the Secretary, and the Secretary 
of the Department in which the Const Guard IH operating.

"(c)(l) Within one year after the date of enactment of this section, the 
applicable Federal officials, in consultation with other affected Federal agencies 
and departments, shall complete a review of existing safety regulations, consider 
the results and recommendations of the study required by subsection (b), and 
promulgate a complete set of safety regulations (which -way incorporate outer 
Continental Shelf orders) which shall apply to oj>erutions on the outer Con 
tinental Shelf or any region thereof. Any safety regulation in effect on the date 
of enactment of this section which such officials find should IK- retained shall oe 
promulgated pursuant to the provisions of this section, but shall remain In effect 
until so promulgated. No safety regulation (other than a Held order) promulgated 
pursuant to this subsection shall reduce the degree of safety or protection to the 
environment afforded by safety regulations previously in effect.

"(2) Within sixty days after the date cf enactment of this section, the Secre 
tary of Labor shall promulgate interim regulations or standards pursuant to the 
Occupational Safety and Health Act of 1970 applying to diving activities in the 
waters above the outer Continental Shelf, and to other unregulated hazardous 
working conditions for which he, in consultation with the Secretary and the 
Secretary of the Department In which the Coast Guard is operating, determines 
such regulations or standards are necessary. Such regulations or standards may 
be modified from time to time as necessary, and shall remain in effect until mini 
regulations or standards are promulgated.

"(d) Nothing In this section shall affect or duplicate any authority provided 
by law to the Secretary of Transportation to establltih and enforce pipeline safety 
standards and regulations.

"(e) The Secretary shall make available to any interested person a compilation 
of all safety and other regulations which are prepared and promulgated by any 
agency or department of the Federal Government and applicable to activities on 
the outer Continental Shelf. Such compilation shall 1* revised and updated
annually. _ _"Sec. 22. E.\rojtcEMENT.—(a) The Secretary and the Secretary of the Depart 
ment In which the Coast Guard is operating shall strictly enforce safety and 
environmental regulations promulgated pursuant to this Act. The Secretary and 
the Secretary of Labor shall strictly enforce occupational and public health 
regulations promulgated pursuant to this Act. All operations authorized pursuant 
to this Act shall l>e regularly Inspected for purposes of enforcing applicable 
regulations, 

"(h) All holders of leases and permits under this Act shall—
"(1) be responsible jointly with any employer or subcontractor for the 

maintenance of occupational safety and health, environmental protection, 
and other safeguards, In accordance with regulations intended to protect 
persons, property, and the environment on the outer Continental Shelf pur-
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mmiit to this Act, and any other Act applicable to activities in or on the 
outer Continental Shelf; and

"(2) allow prompt access, at the site of any operation subject to safety 
regulation, to any insiwctor, and provide Much documents and records which 
ure i>ertinent to occupational or public health,, safety, or environmental 
protection, an may be requested.

"(c) The Secretary, with the concurrence of the Secretary of Labor and the 
Secretary of the Department in which the Coast Guard la operating, shall, within 
one hundred and twenty days after the date of enactment of this section, pro 
mulgate regulations applicable to the outer Continental Shelf to provide for 
representatives of the Federal Government to undertake—

"(1) physical observation, at least twice each year, of all Installations, 
ttxed or mobile, including rigs, platforms, diving boats, and apparatus;

"(2) the testing of all safety equipment designed to prevent or ameliorate 
occupational hazards, blowouts, fires, spillages, or other major accidents; 
and

"(3) periodic onsite Inspection without advance notice to the lessee or 
permittee, to assure compliance with occupational and public health, safety, 
or environmental protection regulations.

"(d) (1) The Secretary of the Department in which the Coast Guard is operat 
ing shall make an investigation and public report on each major fire and each 
major oil spillage occurring as a result of operations conducted pursuant to this 
Act, and he may, in his discretion, make an investigation and report of lesser oil 
spillages. For purimses of this subsection, a major oil spillage is any spillage in 
one instance of more than two hundred barrels of oil over a period of thirty 
days. All holders of leases or permits issued or maintained under this Act shall 
cooperate with such Secretary in the course of ony such investigation.

"(2) The Secretary of Labor shall make an investigation and* public report 
on any death or serious injury occurring us a result of operations conducted 
pursuant to this Act, and may, in his discretion, make an investigation and report 
of any injury. For purposes of this subsection, a serious injury is one resulting 
in substantial impairment of any bodily unit or function. All holders of leases or 
permits issued or maintained under this Act shall cooi>erate with such Secretary 
in the course of any such investigation.

"(3) For purposes of carrying out their responsibilities under this section, 
the Secretary, the Secretary of Labor, and the Secretary of the Department in 
which the Coast Guard In operating may by agreement utilize, with or without 
reimbursement, the services, personnel, or facilities of any Federal agency.

"(e) The Secretary, the Secretary of I^alwr. or the Secretary of the Depart 
ment in which the Coast Guard is operating shall consider any allegation from 
any jwrson of the existence of a violation of any safety regulation issued under 
this Act. Any such Secretary who receives un allegation shall respond to such 
allegation within thirty days, and submit his findings within ninety days, after 
receipt of such allegation, stating whether or not such alleged violation exists 
and, if so, what action has been or will be taken.

"(f) In any investigation conducted pursuant to this section, the Secretory, the 
Secretary of Labor, or the Secretary of the. Department in which the Const Guard 
is operating shall have ixnver to summon witnesses and to require the production 
of hooks, paiwrs, documents, and any other evidence. Attendance of witnesses or 
the production of books, paper*, documents, or any other evidence shall be com 
pelled by a similar process as In the United States district court. Such Secretary, 
or his designer, .shall administer all necessary oaths to any witnesses summoned 
iH'fore such investigation.

*'(g) The Secretary shall, after consultation with the Secretary of Labor and 
the Secretary of the Detriment in which the Coast Guard is operating, include 
in his anmml rojwrt to Congress required by section 15 of this Act the number 
of violations of safety regulations alleged by any person, the investigations under 
taken, the results of such investigations, the number of proven violations of 
safety regulations (whether through such allegation and investigation, or in 
any other manner), the names of the violators, and the action taken with respect 
to such violators.

"(h) Subject to judicial review, whenever the Secretary finds, after notice and 
n hearing, that the owner or ojwrator of any lease—

"(1) has, by a repeated course of conduct, failed to comply with safety 
regulations promulgated under section 21 of this Act, and such failures have 
resulted in u clear and present danger to occupational or public health, 
safety, or the environment; or
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"(2) hats established an overall pattern of failing to comply, without law 

ful justification, with regulations which are to assure the maximum, efficient, 
and safe devdoituient of such lease or leases;

the Secretary shall cancel any such lease or leases which are the subject matter 
of such violations.

"SKC. 23. CITIZKN Hurts, COURT JURISDICTION, AND JUDICIAL KKVIKW.—(a)(l) 
Kxcept as provided in this section, any |«rson havliiK an interest which is or 
can IN* adversely affected may commence • civil action on his own behalf—

"(A) against any person, including the United States, and any other 
government instrumentality or agency for any alleged violation of any provi 
sion of this Act or any regulation promulgated under this Act, or of the terms 
of any iiermit or lease Issued by the Secretary under this Act; and

"(B) against any Federal official referred to in section 21 (a) (1) of this 
Act where there is alleged a failure of such official to ]s>rform any act or 
duty under this Act which is not dlwretionary. 

"(2) No action may be commenced—
"(A) under subsection (a)(l)(A) of this section—

"(0 prior to sixty days after the plaintiff has given notice of the 
alleged violation, in writing under oath, to the appropriate Federal 
official and to any alleged violator; and

"(11) if such official or the Attorney General has commenced and is
diligently prosecuting a civil action in a court of the United States with
respect to such matter, but In any such action any person adversely
affected or aggrieved may intervene as a matter or right; or

"(B) under subsection (a)(l)(B) of this section prior to sixty days
after the plaintiff has given notice of such action, in writing under oath,
to the Federal Government official, in such manner as such official shall by
regulation prescribe, except that such action may be. brought immediately
after such notification in any case in which the violation alleged constitutes
an imminent threat to the public health or safety or would immediately
affect a legal interest of the plaintiff.

"(3) In any action commenced pursuant to this section, the appropriate Fed 
eral official or the Attorney General, if not a party, may intervene as n matter 
of right.

"(4) A court, in issuing any final order in any action brought pursuant to sub 
section (a)(l) or subsection (c) of this section, may award costs of litigation, 
including reasonable attorneys' fees, to any party, whenever such court deter 
mines such award is appropriate. The court may, if a temix>rary restraining 
order or preliminary injunction Is sought, require the filing of a bond or equiva 
lent security in accordance with the Federal Rules of Civil Procedure.

"(5) Except as provided in subsection (c) of this section, nothing in this 
sectifra shall restrict any right which any ]>erson or class of jwrsons may have 
under this or any other Act to seek enforcement of any provision of this Act 
and any regulation promulgated under this Act, or to seek any other relief, in 
cluding relief against the appropriate Federal official.

"(b) Kxcei* as provided in subsection (c) of this section, the United States 
district courts shall have jurisdiction of cases and controversies arising out of, 
or in connection with (1) any ojwration conducted on the outer Continental 
Shelf which involves exploration, development, or production of the natural re 
sources of the subsoil and seal>ed of the outer Continental Shelf, or which involves 
rights to such natural resources, or (2) the cancellation, suspension, or termina 
tion of a lease or permit under this Act. Proceedings with raq>ect to any such 
case or controversy may be instituted in the judicial district in which any de 
fendant, resides or may l>e found, or in the judicial district of the State nearest 
the place where the cause of action arose.

"(c)(l) Any action of the Secretary to approve a leasing program pursuant 
to section 18 of this Act shall he subject to judicial review only in the United 
States Court of Appeals for the District of Columbia.

"(2) Any action of the. Secretary to approve, require modification of, or disai>- 
prove any exploration plan or any development and production plan under this 
Act shall be subject to judicial review only in a United States court of api>eals 
for a circuit in which an affected State is located.

"(3) The judicinl review specified in paragraphs (1) and (2) of this sub 
section shall be available only to a iwrson who (A) particiiwted in the admin 
istrative proceedings related to the actions specified in such paragraphs, (R) is 
adversely affected or aggrieved by such action, (C) flies a petition for review
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of the Secretary's action within Hixty days after the date of such action, and (D) promptly transmits copies of the petition to the Secretary and to the At torney General of the United States.

"(4) Any action of the Secretary specified in paragraph (1) or (2) shall only Ire Hubject to review pursuant to the provision* of this subsection, and (shall be specifically excluded from citizen suits which are permitted pursuant to subsec 
tion (a).

"(5) The Secretary shall file in the appropriate court the record of any public hearings required by this Act and any additional information upon which the Secretary based his decision, as required by section 2112 of title 28, United States Code. Specific objections to the action of the Secretary «ball be considered by the court only if such objections have been submitted to the Secretary during the administrative proceedings related to the actions involved."(«) The court of appeals conducting a proceeding pursuant to this subsection shall consider the matter under review solely on the record made before the Secretary. The findings of the Secretary, if supported by substantial evidence on the record considered as a whole, shall be conclusive. The court may affirm, vacate, or modify any order or decision or may remand the proceedings to the Secretary for such further action as it may direct."(7) U|x>n the tiling of the record with the court, pursuant to paragraph (5), the jurisdiction of the court shall l>e exclusive and its judgment shall be final, except that such judgment shall be subject to review by the Supreme Court of the United States upon writ of certlorari.
"(d) Except as to causes of action which the court considers of greater im portance, any action under this section shall take precedence on the docket over all other causes of action and shall be set for hearing at the earliest practical date and expedited in every way.
"SBC. 24. ItEMKuiKs A.ND PENALTIES.—(a) At the request of the Secretary, the Secretary of Labor, or the Secretary of the Department in which the Coast Guard is operating, the Attorney General or a United States attorney shall institute a civil action in the district court of the United .States for the district in which the affected Deration is located for a temporary restraining order, injunction, or other appropriate remedy to enforce any'provision of this Act or any regulation or order issued under this Act.
"(b) If any person fails to comply with any provision of this Act, or any regu lation or order issued under this Act, after notice of .such failure and expira tion of any reasonable period allowed for corrective action, such person shall be liable for a civil penalty of not more than $10,000 for each day of the continu ance of such failure. The Secretary, the Secretary of Labor, or the Secretary of the Department in which the Coast Guard is ojterating, as applicable, may assess, collect, and compromise uny such penalty. No penalty shall be assessed until the person charged with a violation has been given an opportunity for a hearing."(c) Any i»erson who knowingly and willfully (1) violates any provision of this Act, or uny regulation or order issued under the authority of this Act de- sinned to protect occupational or public health, safety, or the environment or conserve,.nutural resources, (2) makes any false statement, representation, or certification in uny application, record, rejwrt, or other document filed or re quired to be nmintitined under this Act, (3) falsifies, tampers with, or renders inaccurate any monitoring device or method of record required to IMS maintained under this Act, or (4) reveals any data or information required to be kept confi dential by this Act, shall upon conviction, IHJ punished by a fine of not more than $100,000. or by imprisonment, for not more than ten years, or both. Kach day that a violation under clause (1) of this subsection continues, or each day that any monitoring device or data recorded remains Inoperative or inaccurate because of any activity dewril>ed in clause (3) of this .subsection, shall constitute a separate violation.
Whenever a corjx>ration or other entity is subject to prosecution under sub section (c) of this section, any officer or agent of such corporation or entity who knowingly und willfully authorized, ordered, or carried out the proscribed ac tivity slinll be subject to the same fines or imprisonment, or Iwtti, as provided for under sutwection (c) of this section.
"(e) The remedies and penalties prescribed in this section shall be concurrent und cumulative und the exercise of one shall not preclude the exercise of the others. Further, the remedies and iwnalties prescribed in this section .shall l»e In addition to any other remedies und penalties afforded by any other law or regulation.
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"Sec. 25, OIL AND GAS DEVKLOFMEHT AND PBOUUCTIOX—(a) (1) Prior to de 
velopment and production pursuant to an oil and gas lease issued under this 
Act after tbe date of enactment of this section, or pursuant to an oil and gas 
lease Issued under this Act and outstanding on 'the date of enactment of thin 
section, with respect to which development and production has not yet com 
menced, the lessee shall submit a development and production plan (hereinafter 
in this section referred to as a 'plan') to the Secretary, for approval pursuant 
to this section.

"(2) A plan shall be accompanied by a statement describing all facilities and 
operations, other titan those on the outer Continental Shelf, proposed by the 
lessee and known by him (whether or not owned or o(>erated by such lessee) 
which will be constructed or utilized in the development or production of oil or 
gas from the lease area, including the location and site of such facilities and 
o|»erations, the land, labor, material, and energy requirements associated with 
such facilities and oj>erations, and all environmental and safety safeguards to IKS 
implemented.

"(3) Except for interpretive data, which, pursuant to regulations prescribed 
by the Secretary, constitute confidential or privileged information, the Secre 
tary, within ten days after receipt of a plan and statement, shall (A) submit 
such plan and statement to the Governor of any affected State and to any appro 
priate Regional Outer Continental Shelf Advisory Board established pursuant 
to section 10 of this Act, and .(B) make such plan and statement available to 
any other appropriate interstate regional entity, the executive of any affected 
local government area, and the public.

"(•b) After the date of enactment of this section, no oil and gas lease may l>e 
Issued pursuant to this Act unless such lease requires that development and 
production of reserves be carried out in accordance with a plan which complies 
with the requirements of this section.

"(c) A plan may apply to more than one oil and gas lease, and shall set forth, 
in the degree of detail established by regulations issued by the Secretary— 

"(1) the sjieciflc work to be i>erformed;
"(2) a description of all offshore facilities and oi>erations proposed by 

the lessee or known by him (whether or not owned or operated by such 
lessee) to be directly related to the projwsed development, including the loca 
tion and size of such facilities and operations, and the land, labor, material, 
and energy requirements associated with such facilities and oj>eratlons;

"(3) the environmental safeguards to be implemented on the Outer Con 
tinental Shelf and how such safeguards are to be implemented; 

"(4) all safety standards to be met and how such standards are to be met; 
"(5) an expected rate of development and production and a time schedule 

for performance; and
"(6) such other relevant information as the Secretary may by regulation 

require.
"(d) (1) After review of a plan submitted pursuant to this section in accord 

ance with the National Environmental Policy Act of 1960 (42 U.S.C. 4321 et seq.), 
the Secretary shall declare his findings us to whether development and produc 
tion pursuant to the lease or set of leases (which set includes such lease and 
other leases which cover adjacent or nearby areas to the area covered by «uch 
lease) is a major Federal action.

"(2) The Secretary «hall at least once, prior to major development in any 
structure, area, or region of the Outer Continental Shelf where there has been 
no previous development of oil and natural gan, declare development and produc 
tion pursuant to a lease or set of leases to be a major Federal action.

"(3) The Secretary may require lessees on adjacent or nearby leases to submit 
preliminary or final plans for their leases, prior to or immediately after a deter 
mination by the Secretary that the procedures under the National Environmental 
Policy Act of 1060 shall commence.

"(e) If development and production pursuant to a plan is found to be a major 
Federal action, the Secretary shall transmit the draft environmental impact 
statement to the Governor of any affected State, any appropriate Regional Outer 
Continental Shelf Advisory Board, any appropriate interstate regional entity, 
and the executive of any affected local government area, for review and com 
ment, and shall make such draft available to the general public.

"(f) If development and production pursuant to a plan Is not found to be a 
major Federal action, the Governor of any affected State, any appropriate Re 
gional Outer Continental Shelf Advisory Board, and the executive of any affected
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local government area shall have ninety days from receipt of the plan from the 
'Secretary to submit comments and recommendations. Such comments and recom 
mendations shall be made available to the public upon request. In addition, ar 
interested person may submit comments and recommendations.

"(g)(l) After reviewing the record of any public hearing held with respect 
to a plan pursuant to the National Environmental Policy Act of 1963 or the 
comments and recommendations submitted under subsection (f) of this section, 
the Secretary shall, within sixty days after the release of the final environ 
mental impact statement prepared pursuant to the National Environmental 
Policy Act of I960 in accordance with subsection (d) of this section, or one 
hundred and twenty days after the period provided for comment under subsec 
tion (f) of this section, approve, disapprove, gr require modifications of the plan. 
The Secretary shall require modification of a plan if he determines that the lessee 
has failed to make adequate provision in such plan for safe operations on the 
lease area or for protection of the human, marine, or coastal environment, except 
that any modification requested by the Secretary shall be, to the maximum ex 
tent practicable, consistent with the coastal zone management programs of af 
fected States approved pursuant to section 306 of the Coastal Zone Management 
Act of 1972 (1C U.S.C. 1455), and with any valid exercise of authority by the 
State involved or any political subdivision thereof. The Secretary shall dis 
approve a plan only (A) if the lessee fails to demonstrate that he can comply 
with the requirements of this Act and other applicable Federal law, (B) if the 
plan is not and cannot be made, to the maximum extent practicable, consistent 
with the coastal zone management programs of affected States approved pur 
suant to section 306 of the Coastal Zone Management Act of 1972 (16 U.S.C. 
1455), or with any valid exercise of authority by the State involved or any 
political subdivision thereof, or (C) if because of exceptional geological condi 
tions in the lease urea, exceptional resource values in the marine or coastal 
environment, or other exceptional circumstances, the proposed plan cannot be 
modified to insure a safe operation. If a plan is disapproved under clause (C) of 
this paragraph, the lease shall be deemed canceled and the lessee shall be en 
titled to reimbursement by the United States for all consideration paid for 
the lease, plus interest thereon from the date of payment to the date of reim 
bursement, and for all direct expenditures made after the date of the issuance 
of such lease and in connection with exploration or development pursuant to 
the lease.

• "(2) The Secretary shall, from time to time, review each plan approved under 
this section. Such review shall be based upon changes in available information 
and other onshore or offshore conditions affecting or impacted by development 
and production pursuant to such plan. If the review indicates that the plan should 
be revised to meet the requirements of this subsection, the Secretary shall require 
such revision.

"(h) The Secretary may approve any revision of an approved plan proposed 
by the operator if he determines that such revision will lead to greater recovery 
of oil and natural gas, improve the efficiency, safety, and environmental protec 
tion of the recovery operation, or is the only means available to avoid substantial 
economic hardship to the lessee, to the extent such revision is consistent with 
protection of the marine and coastal environments. Any revision of an approved 
plan which the Secretary determines is significant shall be reviewed in accord 
ance with subsections (d) through (g) of this section.

"(i) Whenever the owner of any lease fails to submit, a plan in accordance 
with regulations issued under this section, or fails to comply with an approved 
plan, the leasi» may, after notice to such owner of such failure and expiration of 

.any reasonable period allowed for corrective action, and after an opportunity 
for a hearing, be forfeited, canceled, or terminated, subject to the right of judi 
cial review, in accordance with the provisions of section 23(b) of this Act. 
Termination of a lease because of failure, to comply with an approved plan, 
including required modifications or revisions, shall not entitle a lessee to any 
compensation.

"Sec. 26. OUTER CONTINENTAL SHELF OIL AND GAS INFORMATION PROGRAM.— 
(a) (1) (A) Any lessee or permittee conducting any exploration for, or develop 
ment or production of, oil or gas pursuant to this Act shall provide 4'ae Secretary 
access to all data obtained from such activity and shall provide copies of such 
specific data, and any interpretation of any such data, as the Secretary may 
request. Such data and interpretation shall be provided in accordance with 
regulations which the Secretary shall prescribe.
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"(IS) If au inten>retution provided pursuant to xubparatraph (A) of this 

paragraph is made in good faith by the lessee or permittee, such lessee or 
permittee shall not be held responsible for nny consequence of the u»e of or 
reliance upon such intcn>retation.

"(C) Whenever any data is provided to the .Secretary, pursuant to subpnra- 
graph (A) of thin paragraph—

"(i) by a lessee, in the form and manner of processing which is utilised 
by such lessee in the normal conduct of his business, the Secretary nhall 
pay the reasonable cost of reproducing such data; and

"(ii) by n lessee, in such other form and manner of processing as the 
Secretary nmy request, or by a permittee, the Secretary shall par the 
reasonable cost of processing and reproducing such (lain, 

pursuant to such regulations as he may prescribe.
"(2) Each Federal agency shall provide the Secretary with any data obtained 

by inch Federal agency conducting exploration pursuant to section 11 of tain 
Act, and any other information which may l>e necessary or useful to assist him 
in carrying out the provisions of this Act.

"(b)(l) Information provided to the Secretary pursuant to subsection (a) 
of this section shall ta processed, analyzed, and interpreted by the Secretary for 
purges of carrying out his ditties under this Act.

"(2) As soon as practicable after information provided to the Secretary pur 
suant to subsection (a) of this section is processed, analyzed, and interprets!, 
the Secretary shall make available to the affected -States n summary of data 
designed to assist them in planning for the onshore, impacts of |>ossihle oil and 
Kits development and production. Such summary shall include estimates of (A) 
the oil and gas reserves in areas leased or to I* leased, (H) the size and timing 
of development if and when oil or gas, or Iwth. is found. (C) the. location of 
pipelines, and (D) the general location and nature of onshore facilities.

"(c) The Secretary shall prescribe regulations to (1) assure that the con- 
tledentiality of privileged information received by the Secretary under this sec 
tion will !H> maintained, and (2) set forth the time iwriods and conditions which 
shall l»e applicable to the release of such information. Such regulations shall in 
clude n provision that no .«uch information will he transmitted to any affected 
Slate or nny Regional Advisory Hoard unless (lie lessee, or the pennitee and all 
IMTSOIIS to whom such iwrmittee has sold such information under promise of 
confidentiality, tigrett to such transmittal.

"(<D( 1) The Secretary shall transmit to nny affected State and any appro 
priate Regional Advisory Board—

"(A) n copy of all relevant actual or proposed programs, plans, reports, en 
vironmental impact statements, tract nominations (including negative, nomi 
nations) and other lesis? sale information, nny similar type of relevant in 
formation, and all modifications and revisions thereof and comments thereon, 
preimred or obtained by the Secretary pursuant to this Act;

"(It) any relevant information prepared by the Secretary pursuant to sub 
section (b) of this section; and

"(C) nny relevant information received by the Secretary pursuant to sub 
section (a) of this section. .subj«H-t to any applicable requirements as to con 
fidentiality which are set forth in regulation* prescribed under subsection 
(c) of this section.

"(2) Notwithstanding nny other provision of this section, the Governor of any 
affected State nmy designate an appropriate State official to inspect, at a re 
gional location which the Secretary shall designate, any privileged information 
received by the Secretary regarding any activity adjacent to xuoh State, except 
(hut no such insitectiou shall take, place prior to the. sale of a lease covering the 
area In which such activity was conducted. Knowledge obtained by such State 
during such inspection shall be subject to applicable requirements ax to confiden 
tiality which are .set forth in regulations prescribed under subsection (c) of this 
section.

"(e) Any provision of State or local law which provides for public access to 
nny privileged information received or obtained by any person pursuant to this 
Act is expressly preempted by the. provisions of this section, to the extent that it 
applies to such information.

"(f) If the Secretary finds that any State cannot or does not comply with the 
regulations issued under subsection (e) of this section, he shall thereafter with 
hold transmittal of privileged information to such State until he finds that such 
State can and will comply with such regulations.
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"(g) The regulations prescribed pursuant to subsection (c) of this section, and 
the provision* of subsection 552{b) (0) of title 5, United State* Code, shall not 
apply to any Information obtained in the conduct of geological or geophysical ex 
ploration* by any Federal agency (or any person acting under a service contract 
with such agency), pursuant to section 11 of this Act.

"Sice. 27. FEDKJUL PURCHASE AXD Disrosmo.x or OIL AND GAS.—(a) (1) Except 
as may be necessary to comply with the provisions of section 6 and 7 of this 
Act, all royalties or net profit shares, or both, accruing to the United States 
under any oil and gas lease or permit issued or maintained in accordance with 
this Act, *hnll, on demand of the Secretary, be paid in oil or gas.

"(2) The United States shall have the right to purchase not to exceed 16% 
per centum by volume of the oil and gas produced pursuant to a lease or penult 
issued in accordance with this Act, at the regulated price, or, if no regulated 
price applies, at the fair market value at the wellhead of the oil and gats saved, 
removed or sold, except that any oil or gas obtained by the United States as 
royalty or net profit share shall be credited against the amount that may be 
purchased under this subsection.

"(3) Title to any royalty, net profit share, or purchased oil or gas may be 
transferred, upon request, by the Secretary to the Secretary of Defense, to the 
Administrator of the General Services Administration, or to the Administrator 
of the Federal Knergy Administration, for disposal within the Federal 
Government.

"(!))(!) Upon the commencement of production of oil from the outer Conti 
nental Shelf pursuant to any lease issued after the date of enactment of this 
subsection, the Secretary, pursuant to such terms as he determines and in the 
absence of any provision of law which provides for the mandatory allocation 
of such oil in amounts nnd at prices determined by such provision, or regulations 
issued in accordance with such provision, may offer to the public and sell by 
competitive bidding for not more than its regulated price, or, if no regulated 
price applies, not less than its fair market value any part of the oil (A) obtained 
by the United States pursuant to such lease as royalty or net profit share, or 
(B) purchased by the United States pursuant to subsection (a) (2) of this 
section.

"(2) Whenever, after consultation with the Administrator of the Federal 
Energy Administration, the Secretary determines that small refiners do not have 
access to adequate supplies of oil at equitable prices, the Secretary may dispose 
of any oil which is taken as a royalty or net profit share occurring or reserved to 
the United States pursuant to any lease issued or maintained under this Act, 
or purchased by the United States pursuant to subsection (a) (2) of this sec 
tion, by conducting tt lottery for the sule of such oil, or may equitably allocate 
such oil among the comi*titor» for the purchase of such oil, at the regulated 
price, or if no regulated price applies, at its fair market value. The Secretary 
shall limit participation in any lottery or allocated sale to assure such access and 
shall publish notice of such sale, and the terms thereof, at least thirty days in 
advance of such sule. Such not if; shall include qualifications for participation, 
the amount of oil to l*> sold, and any limitation in the amount of oil which any 
participant may lie entitled to purchase.

"(3) Whenever a provision of law is in effect which provides for the manda 
tory allocation of such oil in amounts or at prices determined by such provision, 
or regulations issued in accordance with such provision, the Secretary may only 
sell such oil in accordance with such provision of law or regulations.

"(c)(l) Kxcept as provided In paragraph (2) of this subsection, upon the 
commencement of production of gas pursuant to any lease Issued after the date 
of enactment of this subsection, the Secretary, pursuant to such terms as he 
determines, may offer to the public and sell by competitive bidding for not more 
than Its regulated price, or, if no regulated price applies, not less than its fair 
market value any pnrtof the g«s (A) obtained by the United States pursuant to 
a lease us royalty or net profit share, or (R) purchased by the United State* 
pursuant to subsection (u)(2) of this section.

"(2) Whenever, after consultation with and advice front the Administrator 
of the Federal Knergy Administration and the Chairman of the Federal Power 
Commission, the Secretary determines that an emergency shortage of natural 
gas is threatening to cause severe economic or social dislocation in any region 
of the United States and that such region can be serviced In a practical, feasible, 
and efficient manner by royalty, net profit share, or purchased gas obtained pur-
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xuant to the provisions of this subsection, the Secretary may allocate or conduct a 
lottery for the Male of xuch gas, and shall limit (he sale. of such gag to any 
any JKTHOII servicing «uch region, hut he »null not Hell any such gas for more than 
it* regulated price, or, if no regulated price applies, less than its fair market 
value. Prior to allocating any gax pursuant to this iwragraph, the Secretary shall 
consult with the Federal Power Commission.

"(d) The lessee shall take any Federal oil or gas for which no acceptable bids 
are received, as determined by the Secretary, and which is not transferred pur 
suant to subsection (a) (3) of this section, and Khali |xiy to the United States a 
cash amount equal to the regulated price, or, if no regulated price applies, the 
fair market value of the oil or gas so obtained. In the event that net profit share 
oil or gus produced pursuant to the bidding system authorized in subparagraphs 
(U) and (II) of section 8(a) (1) of this Act is sold taick to the lessee or lessees, 
each party shall be eligible to purchase a pro rata share according to its per 
centum interest. 

"(e) As used in this section —
" ( 1 ) the term 'regulated price' means the highest price —

"(A; at which Federal oil may l>e sold pursuant to the Emergency 
Petroleum Allocation Act of 1073 *ind any rule or order issued under 
such Act ;

"(It) lit which natural gas may 1m sold to natural-gas companies pur 
suant to the Natural Gas Act and any rule or order issued under such 
Act. ; or

''((') at which either Federal oil or gas may l»e sold under any other 
provision of law or rule or order thereunder which st'ts a price (or 
miinncr for determining a price) for oil or gas produced pursuant, to a 
lease or iH'rniit issued in accordance with this Act ; and 

"(2) -the term 'small refiner' means an owner of an existing refinery or 
refineries, including refineries not in oiwutlon, who qualifies as a small 
business concern under the rules of the Small Business Administration and 
who is unable to purchase in the oj>en market an adequate supirfy of crude 
oil to meet the needs of his existing refinery capacities.

"(0 Nothing in this section shall prohibit the right of the United States to 
purchase any oil or gas produced on the outer Continental Shelf, as provided in 
mi-lion 12(b) of this Act.

"SKC. 2.S. LIMITATIONS ox EXPORT. — (a) Except as provided in subsection (d), 
any oil or gas produced from the outer Continental Shelf shall l>e subject lo the 
requirements and provisions of the. ExjMirt Administration Act of 190!) (;"X) AH>. 
U.S.C. IMOletxeq.).

"(b) Before, any oil or gas subject to this section may !H? exported under the 
requirements and provisions of the Exjtfrt Administration Act of 11(69, the 
President shall make and inibllsh an express finding that such exj>orts will not. 
increase reliance on imi)orted oil or gas, are in the national interest, and tire in 
accord with the provisions of the Exi>ort Administration Act of liM>!>.

"(c) The President, shall submit reports to the Congress containing findings 
made under this section, and after the date of receipt of such re|M>rt Congress 
shall have a period of sixty calendar days, thirty days of which Congress must 
have l>een in session, to consider whether exj>orts under the terms of this section 
are in the national interest. If the Congress within such time period imsses a 
concurrent resolution of disapproval stating disagreement with the President's 
finding concerning the national interest, further exports made pursuant to such 
Presidential findings shall cease.

"(d) The provisions of this section shall not apply to any oil or gas which Is 
either exchanged, in similar quantity for convenience or increased efficiency of 
transportation with IKTSOIIS or the government of a foreign state, or which is 
temjwrarily ex|x>rted for convenience or increased efficiency of transiMirtation 
across parts of 'An adjacent foreign state and reenters the United States.".

TITLE III— OFFSHORE OIL SPILL POLLUTION FUND

SKC. 301. As used In this title, unless the context indicates otherwise, the 
term —

(1) "cleanup costs" means ail reasonable and actual costs, including ad 
ministrative and other costs, to the Federal Government, to any State or 
local government, or to any foreign government, or to their contractors or
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subcontractors, of (A) removing or attempting to remove oil discharged from 
any offshore facility or vessel, or (B) taking other measures to prevent such 
discharge, or to reduce or mitigate damage* to the public health or welfare, 
or to public proi>erty, including shorelines, beaches, and the natural resource* 
of the marine environment;

(2) "damages" means compensation sought pursuant to this title by any 
person suffering any direct and actual injury proximately caused by the 
discharge of oil from an offshore facility or vessel, except that such term 
does not include clean-up costs;

(3) "discharge" includes any spilling, leaking, pumping, pouring, emptying, 
or dumping, regardless of whether it occurred intentionally or 
unintentionally;

(4) ''offshore facility" includes any oil refinery, drilling structure, oil 
storage or transfer terminal, or pipeline, or any appurtenance related to any 
of the foregoing, which (A) is used, or is capable of being used, to drill for, 
pump, produce, store, handle, transfer, process, or transmit oil produced 
from the Outer Continental Shelf of the Un.fed States, and (B) is located 
seaward of the high water mark, except that such term doe* not include a 
vessel »r a deepwater port;

(5) "Fund" means the Offshore Oil Pollution Compensation Fund estab 
lished under section 302 (a) of this title;

(6) "owner" means (A) with respect to an offshore facility, any person 
owning such facility, whether by lease, permit, contract, license, or other form 
of agreement, (B) with respect to any facility abandoned without prior ap 
proval of the .Secretary of the Interior, the i>emm who owned such facility 
Immediately prior to such abandonment, and (C) with respect to a vessel, 
any i>erson owning such vessel;

(7) "operator" means (A) with respect to un offshore facility, any person 
operating such facility, whether by lease, permit, contract, license, or other 
form of agreement, and (B) with ret*i>ect to a vessel, any person operating or 
chartering by demise such vessel;

(8) "person" means un individual, a public or private coritoration, part 
nership, or other association, or a government entity;

(0) "iwrsoii in charge" means the individual immediately resiwnslble for 
the o|>erutions of an offshore facility or vessel;

(10) "Secretary" means the Secretary of Transportation;
(11) "revolving account" means the account in the Treasury of the United 

States which is established under section 302(b) of this title;
(12) "incident" means any occurrence or series of related occurrences, 

involving one or more offshore facilities or vessels, which cause or poae an 
imminent threat of oil pollution; and

(13) "vessel" means every description of watercruft or other contrivance, 
whether or not self-pn>i>elled. which is used to transport oil directly from 
un offshore facility.

K8TABIJ8HMK.-CT OK TIIK VUNU AND THK REVOLVING ACCOUNT

HRO. 302. (a) There is established within the Department of Transportation an 
Offshore Oil Pollution Comiwnsation Fund. The Fund may sue or be sued in Its 
own name.

(b) There IK established in the Treasury of the United States a revolving ac 
count, without fiscal year limitation, which shall be available to the Fund to carry 
out the provisions of this title.

PKOIIIBITIOIC
SKC. 303. The discharge of oil from any offshore facility or vessel, in quantities 

which the President under section 311 (b) of the Federal Water Pollution Con 
trol Act (33 U.S.C. 1321 (b)) determine* to be harmful, is prohibited.

NOTIFICATION

SKC. 3<M. (a) Any i*rson in charge of an offshore facility or vessel shall, as 
soon us he has knowledge of any discharge of oil from such offshore facility or 
vessel which may be in violation of section 303 of this title, immediately notify 
the Secretary of such discharge.

(b) Any i*nton In charge of an offshore facility or vessel who fails to immedi 
ately notify the Secretary, as required by subsection (a) of this section, shall,

0-11-1
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conviction, lx> fined not more tlmn $10,000, or imprisoned for not more than 
one year, or both, except that no i>erson convicted tinder this .section shall also be 
convicted for the same failure to notify under section 311 (b) (5) of the Federal 
Water Pollution Control Act. '

(cj Notification received pursuant to this section or information obtained by 
Die exploitation of such notification shall not be used against any iierson pro 
viding such notification in any criminal case, except a prosecution for perjury 
or for giving a false statement.

KKMOVAI, OK DISCHARGED OIL

Sue. .'MW. (a) Whenever any oil is discharged from any offshore facility or 
vessel in violation of section 303 of this title, the President shall act to remove or 
arrange for the removal of such oil, unless he determines such removal will be 
done proiM-rly and exiMKlitiously by the owner or oi>erutor of such offshore facil 
ity or vessel.

(b) Removal of oil and actions to minimize damage from oil discharged shall, 
to the greatest extent itossible, be in accordance with the National Contingency 
Plan for removal of oil and hazardous substances established pursuant to section 
:U1 (c) (2) of the Federal Water Pollution Control Act.

(c) Whenever the President acts to remove a discharge of oil pursuant to this 
section, he in authorized to draw upon the money available in the rerolrlKg ac 
count. Such money shall b« used to pay promptly for all cleanup costs incurred 
by the President in removing such oil or in minimizing damage caused by such 
oil discharge.

DUTIKN AND POWERS

SEC. 306. (a) In order to carry out the purposes of this title, the Secretary 
shall—

(1) administer and maintain the Fund, in accordance with the provisions 
of this title;

(2) establish regulations and provide for the fair and exj>ediUous settle 
ment of claims, in accordance with section 313 of this title;

(3) provide public access to information, in accordance with section 31l)(u) 
of this title;

(4) submit an annual report, in accordance with section 320 of this title; 
and

(5) iHjrform such other functions as are prescribed by law.
(b) In the performance of his duties under this title, the Secretary is 

authorized to—
(1) utilize, with the consent of the agency concerned, the- services or 

personnel, on a reimbursable or replacement basis or otherwise, of any 
Federal Government agency, of any State or local government agency, or of 
any organization, to jwrform such functions on behalf of the Fund as are 
necessary or appropriate;

(2) make, promulgate, issue, rescind, and amend such rules and regula 
tions as may l»e necessary to carry out the purposes of this title ;

(3) conduct such studies and Investigations, obtain such data and informa 
tion, and hold such meetings or public hearings as may IM> necessary or 
appropriate to facilitate the exercise of any authority granted to, or the 
performance of any duty imposed on, the Fund under this title:

(4) enter into such contracts, agreements, and other arrangements as are 
deemed necessary or appropriate for the acquisition of material, information, 
or other assistance related to, or required by, the Implementation of this 
title: and

(5) issue and enforce orders during proceedings conducted pursuant ro 
this title. Including issuing subpenaK, administering oaths, continuing the 
attendance and testimony of witnesses and the production of l«x>ks. IWIKTS, 
documents, and other evidence, and the taking of depositions.

RKCOVKRABLK DAMACK8

SEC. SOT. Damages may be recovered under this title for—
(1) the value of any loss or Injury, at the time such loss or injury is 

incurred, with respect to any real or personal property which Is damaged 
or destroyed as a result of a discharge of oil;
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(2) (A) the cost to the owner of restoring, repairing, or replacing any 

real or personal property which is damaged or destroyed by a discharge of 
oil, (B) any income necessarily lost by such owner during the^time such 
property IH being restored, repaired, or replaced, and (C) any reduction in 
the value of such projwrty caused by such discharge;

(3) any loss of income or impairment of earning capacity for a period of 
not to exceed one year due to damages to real or personal property, or to 
natural resources, without regard to ownership qf such property or resources, 
which are damaged or destroyed by a discharge of oil, if the claimant derives 
at least 2T> percentnm of his earnings from activities which utilize such 
property or natural resources;

(4) any costs and expenses incurred by the Federal Government or any 
State government in the restoration, reiwlr, or replacement of natural re 
sources which are damaged or destroyed by a discharge of oil; and

(5) any loss of tax, royalty, rental, or net profit share revenue by the 
Federal Government or any State or local government for a i>eriod of not 
to exceed one year due to injury to real or personal property resulting from 
a discharge of oil.

CIJGAMUP COSTS AND DAMAGES

SEC. 308. (u) All cleanup costs incurred by the President, the Secretary, or any 
other Federal, State, or local official or agency, in connection with a discharge 
of oil shall lx> borne by the owner nnd oi>erator of tiie offshore facility or vessel 
from which the discharge occurred.

(b) Notwithstanding uny other provision of law and except as provided in 
Kubsection (d) of this section, the owner and operator of an offshore facility 
shall be held jointly and severally liable, without, regard to fault, for damages 
which result from u discharge of oil from such offshore facility. Such liability 
shall not exceed $35,000,000, except that if it can be shown that (1) such damages 
were the result of gross negligence or willful misconduct within the privity and 
knowledge of such owner or oj>eriitor, or of the person in charge of such offshore 
facility, or (2) such discharge wits the lesult of a violation of applicable safety, 
construction, or operating standards or regulations, such owner and operator shall 
l>e jointly and severally liable for the full amount of such damages.

(c) Notwithstanding any other provision of law and except as provided In 
subsection (d) of this section, the owner and operator of a vessel shall be jointly 
and severally liable, without regard to fault, for damages which result from a 
discharge of oil from such vessel. Such liability shall not exceed $150 per gross 
registered ton, except that if it can l>e shown that (1) such damages were the 
result of gross negligence or willful misconduct within the privity and knowledge 
of such owner or operator, or of the person in charge of such vessel, or (2) such 
discharge was the result of a violation of applicable safety, construction, or op 
erating? standards or regulations, such owner and operator shall be jointly and 
severally liable for the full amount of such damages.

(d) No liability shall lx> imposed under subsection (b) or (c) of this section 
to the extent the owner or operator establishes that the discharge of oil or that 
any damages resulting from such discharge were caused by (1) an act of war, 
(2) the negligent or intentional act of the damaged party or of any third party 
(including any government, entity), or (3) a natural phenomenon of an excep 
tional inevitable, and irresistible character.

(e) (1) In any case in which the owner or operator of an offshore facility is 
held liable, pursuant to this section for cleanup costs and damages resulting from 
u discharge of oil, such owner or operator Khali l>e subrogated, if such discharge 
wiw the result of the unseaworthiness of a vessel or the negligence of the owner, 
ojMjrator. or jwrson in charge of the vwwl, to the rights of any person who ie 
entitled to recover any damages against such owner, operator, or person in charge.

(2) In any case in which the owner or operator of a vessel is held liable, 
pursuant to this section, for cleanup costs and damages resulting from a discharge 
of oil, such owner or oi>erator shall he subrogated, if such discharge was caused 
by negligence on the part of the owner, operator, or person in charge of an offshore 
facility, to the rights of any jwrson who IK entitled to recover any damages 
against such owner, operator, or |»erson In charge.

(3) The provisions of this section shall not In any way affect or limit any 
rights which an owner or operator of an offshore facility or vessel, or the Fund,
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may have against any third putty whose acts may have caused or contributed to a 
discharge of oil.

DISBURSEMENTS KBOM THK REVOLVING ACCOUNT

SEC. 309. (a) Amounts in the revolriiiK account shall be available for disburse 
ment and shall be disbursed by the Fund for only the following purposes:

(1) Administrative and personnel exiwnses of the Fund.
(2) Cleanup costs resulting' from the discharge of oil which are incurred 

pursuant to this title or pursuant to any State or local law, and costs of the 
removal of oil incurred by the owner or operator of an offshore facility or 
vessel to the extent that, the discharge of such oil was caused solely by an 
act of war or negligence on the part of the Federal Government in establish 
ing and maintaining aids to navigation.

(3) Subject to the provisions of section 313 of this title, all damages not 
actually comi>enHated pursuant, to section 308 (b) or (c) of this title.

(1)) Payment of compensation by the Fund shall be subject to the Fund 
acquiring by subrogation all rights of the claimant to recover cleanup costs or 
damages from the i>erson responsible for such discharge. The Fund shall dili 
gently pursue recovery for any such subrogated rights.

(c) Notwithstanding any other provision of this section, the Fund shall not 
IK: liable to pay cleanup costs and damages of any claimant to the extent that 
the negligence or intentional act of such claimant caused the discharge.

(d) In all claims or actions by the Fund against the owner, operator, or 
IH.TSOM providing financial responsibility, the Fund shall recover except as other 
wise provided in this title, the amount of the Fund to the owner, operator, such 
Iterson providing financial responsibility, the Fund shall recover (1) except as 
otherwise provided in this title, the amount the Fund has paid to the claimant 
or to any government entity undertaking cleanup operations, without, reduction, 
and (2) interest on that amount, at the existing commercial interest rate, from 
the date upon which the request for reimbursement was issued from the Fund to 
the owner, (>|>enitor, or such iierson, to the date on which the Fund is paid by such 
owner, oi>erator, or jierson.

(e) Whenever the amount 'in the revolving account is not sufficient to pay 
cleanup costs and damages for which the Fund is liable pursuant to this section, 
the Fund may issue, in an amount not to exceed $.500,000,000. notes or other obli 
gations to the Secretary of the Treasury, in such forms and denominations, bear 
ing such maturities, and subject to such terms and conditions as the Secretary of 
the Treasury may prescribe. Such notes or other obligations shall bear interest 
at a rate to be determined by the Secretary of the Treasury on the basis of the 
current average market, yield on outstanding marketable obligations of the 
United States of comparable maturities during the month preceding the issuance 
of such notes or other obligations. Moneys obtained by the Fund under this sub 
section shall be deposited in the revolving account, and redemptions of any such 
notes or other obligations shall be made by the Fund from the revolving account. 
The Secretary of the Treasury shall purchase any such notes or other obliga 
tions, ni.,1 for such purpose he may use as a public debt transaction the proceeds 
from the sale of any securities issued under the Second Litorty Bond Act. The 
i>ur|X)sos for which securities may be issued under such Act are extended to 
include any purchase of notes or other obligations issued under this subsection. 
The Secretary of the Treasury may sell any such notes or other obligations at 
such times and prices and upon such terms and conditions as he shall determine 
in his discretion. All purchases, redemptions, and sales of such notes or other 
obligations by such Secretary of the Treasury shall be treated as public debt transactions of the United States.

TKK COLLECTION ; DEPOSITS IN REVOLVING ACCOUNT

SKO. 310. (a) (1) The Secretary shall levy and collect a fee of not to exceed 3 
cents per barrel on oil obtained from the Outer Continental Shelf, which shall 
l>e imposed on the owner of the oil when such is transferred from a well to a 
pipeline or vessel. Any oil upon which a fee has been levied pursuant to this 
sub.«ection shall not be subject to a subsequent levy under this subsection.

(2) The collection of the fee imposed pursuant to paragraph (1) of this sub 
section shall continue until the amount in the revolving account, totals at least. 
$100.000.000. whereupon collection of such fee may te suspended. Thereafter, 
the Secretary shall, from lime to time and in accordance with the limitation net
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forth in the first sentence of paragraph (1) of this subsection, modify by regu 
lation the amount of the fee, if any, to be collected under this subsection in 
order to maintain the revolving account at a level of not less than $100,000,000 
and not more than $200,000,000. For purposes of this paragraph, all sums de 
posited pursuant to subsection (b) of this section shall be included in the cal 
culation of the balance in the revolving account.

(b) All sums received through fee collection, reimbursements, flues, penalties, 
investments, and judgments pursuant to this title shall be deposited in the re 
volving account, except that whenever the amount in the revolving account 
exceeds $200,000,000. the excess sums shall be deposited in the Treasury of the 
United States and credited to miscellaneous receipts.

(c) All sums not needed for the purposes specified in this title shall be pru 
dently invested in income-producing securities Issued by the United States and 
approved by the Secretary of the Treasury.

FINANCIAL RESPONSIBILITY

SEC. 311. (a) Each owaer or operator of an offshore facility shall establish 
and maintain, under rules and regulations prescribed by the President, evidence 
of financial responsibility based on the capacity of the offshore facility and 
other relevant factors. Financial responsibility may be established by any one, 
or a combination of, the following methods acceptable to the President? (1) evi 
dence of insurance, (2) surety bonds, (3) qualification as a self-insurer, or (4) 
other evidence of financial resiwnsibility satisfactory to the President.

(b) Each owner or operator of a vessel over three hundred gross registered 
tons (other than a vessel which is not self-propelled and which does not carry 
oil a» cargo or fuel) shall establish and maintain, under rules and regulations 
prescribed by the Federal Maritime Commission, evidence of financial reponsi- 
bility based on the liability requirements of this title and the tonnage of the 
vessel. In cases where an owner or o]>erator owns, operates, or charters more 
than one such vessel, financial reiwnslbility need only be established to meet the 
maximum liability to which the largest of such vessels could be subjected. Fi 
nancial responsibility may be established by any one, or combination, of the fol 
lowing methods acceptable to the President: (1) evidence of insurance, (2) 
surety bonds, (3) qualification us a self-insurer, or (4) other evidence of finan 
cial resiKHigibility satisfactory to the President.

(c) Any claim for cleanup costs and damages by any claimant or by the Fund 
may be brought directly against the surety, the insurer, or any other person 
providing financial responsibility.

1 (d) Any iwrson who fulls to comply with the provisions of this section or any 
regulation issued under this section shall be subject to a fine of not more than 
$25,000.

(e) The President shall Increase the requirements established under this sec 
tion and the limit of liability under section 308 of this title annually, by an 
amount equal to the annual percentage increase in tho wholesale price index.

(f) Xo owner or operator of an offshore facility or vessel who establishes and 
maintains evidence of financial responsibility in accordance with this section 
shall be required under any State law, rule, or regulation to establish any other 
evidence of financial responsibility in connection with liability for the discharge 
of oil from such offshore facility or vessel. Evidence of compliance with the finan 
cial responsibility requirement of this section shall l>e accepted by a State In lieu 
of any other requirement of financial responsibility imposed by such State in 
connection with liability for the discharge of oil from such offshore fflcility or 
vessel.

TRUSTEE Or NATURAL RESOURCES

SEC. 312. The Secretary, or the authorized representative of any State, shall 
act on behalf of the public as trustee of the natural resources to recover for 
damages to such resources. Sums recovered shall l>e used to restore, rehabilitate, 
or acquire the equivalent of such natural resources by the appropriate agencies 
of the Federal Government, or the State government.

CLAIMS PROCEDURE

SEC. 313. (a) The Secretary shall prescr!l>e, and may from time to time amend, 
regulations for the filing, processing, settlement, and adjudication of claims for 
cleanup costs and damages resulting from the discharge of oil from an offshore 
facility or vessel.
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(b) (1) Whenever the Secretary receives information from any person alleging 

the discharge of oil from any offshore facility or vessel in violation of section 303 
of this title, he shall notify the owner and*operator of such offshore facility or 
vessel of such allegation. Such owner or oi>ertttor may, within five days after 
receiving such notification, deny such allegation, or deny liability for damages 
for any of the reasons set forth in section 308 (d) of this title.

(2) Any denial luude pursuant to paragraph (1) of this subsection shall be 
adjudicated in accordance with the provisions of subsection (i) of this section.

(c) (1) If a denial is not made pursuant to subsection (b) (1) of this section, 
the owner and ojterator, or the person providing financial res]K>nsibility, shall 
advertise, in accordance with regulations promulgated by the Secretary, in any 
area where damages may occur, the procedures under which claims may be 
presented to such owner and operator or such person providing financial responsi 
bility. The Secretary shall publish the text of such advertisement, in modified 
form if necessary, in the Federal Register. If any person fails to make any 
advertisement required by this paragraph, the Secretary shall do so and such 
person shall pay the costs of such advertisement.

(2) If a denial is made pursuant to subsection (b) of this section, the Secre 
tary shall advertise and publish procedures under which claims may be pre 
sented to the Secretary for payment by the Fund from the revolving account.

(3) Any advertisement made under this subsection shall commence no later 
than fifteen days after (lie date of the notification and shall continue for a period 
of no less than thirty days. Such advertisement shall be repented thereafter in 
such modified form as may be necessary, but not less frequently than once each 
calendar quarter for a total i>eriod of five years.

(d)(l) Any claim presented to any person under subsection (e)(l) of this 
section, or to the Secretary for payment from the Fund, shall be presented 
within one year after the date of discovery of any damages for which such 
claim is made, except that no such claim may be presented after the end of the 
five-year period beginning on the date on which advertising was commenced 
pursuant to subsection (c) of this section.

(2) Each person's damage claims arising from one incident which are pre 
sented to the Secretary shall be stated in one form, which may be amended to 
include new claims as they are discovered. Damages which are known or reason 
ably should be known, and which are not. included in the claim at the time 
compensation is made, shall be deemed waived.

(e) (1) Except as provided in subsection (f) of this section, all claims shall 
be presented (A) to the owner and operator, or (B) to the person providing 
h'iifwdul responsibility.

(2) Any person to whom a claim has been presented pursuant to paragraph 
(1) of this subsection shall promptly notify the claimant of the rights which 
such claimant may have under this title and no: the Secretary of receipt of 
such claim.

(f) The following claims may be presented to the Secretary for payment by 
the Fund from the revolving account:

(1) Any claim for damages resulting from any discharge with respect to 
which a denial has been made pursuant to subsection (b) (1) of this section.

(2) Any claim which has lx>en presented to any person pursuant to sub 
section (e) (1) of this section, if such person—

(A) has not accepted liability for such claim for any such reason,
(B) submits to the claimant a written offer for settlement of the 

claim, which the claimant rejects for any reason, or
(C) has not settled such claim by agreement with the claimant within 

sixty days after the date on which (i) such claim was presented, or (ii) 
advertising was commenced pursuant to subsection (c) of this section, 
whichever date is later.

(p) In the case of a claim which has lx>en presented to any person under sub 
section (<•)(!) of this section, and which may IK* presented to the Secretary 
under subsection (f) (2) of this section, such person shajl, within two days after 
a request by the claimant, transmit directly to the Secretary such claim and such 
other supporting documents as the Secretary may by regulation prescribe, and 
such claim shall l>e deemed presented to the Secretary for payment by the Fund, 

(h) (1) Except as provided in paragraph (2) of this subsection, the Secretary 
shall use the facilities and services of private insurance and claims adjusting 
organizations in administering this section and may contract to pay compensation 
for such facilities and services. Any contract made under the provisions of this
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paragraph may be made without regard to the provisions of section 3709 of the 
Revised Statutes, upon a showing by the Secretary that advertising is not reason 
ably practicable, and advance payments may be made. A payment to a claimant, 
for a single claim in excess of $100,000, or two or more claims aggregating in 
excess of $200,000, shall be first approved by the Secretary.

(2) In extraordinary circumstances in which the services of such private 
organizations are inadequate, the Secretary may use Federal personnel to ad 
minister the provisions of this section, to the extent necessitated by such extraor 
dinary circumstances.

(1) The following matters in dispute shall be submitted to the Secretary and 
adjudicated pursuant to the provisions of this section:

(1) Upon the petition of a claimant, in the case of a claim which has l>een 
presented to the Secretary for payment by the Fund, and in which the 
Secretary— 

(A) has, for any reason, denied liability for such claim; or
(B) has not settled such claim by agreement with such claimant 

within ninety days after the date on which (i) such claim was presented 
to the Secretary, or (ii) advertising was commenced pursuant to sub 
section (c) (2) of this title, whichever date is later.

(2) Upon (he i>etition of the owner and o]>erator or the i>erson providing 
financial responsibility, who is or may be liable for cleanup Costs and dam 
ages pursuant to section :i08 of this title—

(A) any denial made pursuant to subsection (b)(l) of this section;
(B) any objection to an exception to the limit of liability set forth 

in section 308 (b) or (c) of this title ;<md
(C) the amount of any payment or pro|x>sed payment by the Fund 

which may IKJ recovered from such owner and ojHjrator, or such iterson 
providing financial responsibility, pursuant to section 309(d) of this 
title.

(j) (1) UIMMI receipt of any matter in dispute submitted for adjudication pur 
suant, to subsection (i) of this section, the Secretary shall refer such matter to 
a hearing examiner appointed under section 3105 of title f>. United States Code. 
Such hearing examiner shall promptly adjudicate the case and render a decision 
In accordance with section 554 of title 5, United States Code.

(2) For puriMiscH of any hearing conducted pursuant to this subsection, the 
hearing examiner shall have the power to ^administer oaths and snl>jn>na the 
attendance and testimony of witnesses and the production of lxx>ks, records, and 
other evidence relative or ix'rtiwnt to the issues presented for determination.

(3) A bearing conducted under this subsection shall IK* conducted within the 
1'nited States judicial district within which the matter in dispute occurred, or, 
if such matter occurred within two or more districts, in any of the iiffected 
districts or. if such matter in dispute occurred outside of any district. In the 
nearest district.

(k) Upon a decision by the hearing examiner and in the absence of a request 
for judicial review, any amount to l>o paid from the revolving account shall be 
certified to the Fund which shall promptly disburse the award. Such decision 
shall not IH» revie.wable by the Secretary.

JUDICIAL REVIEW

Sec. 314. (a) Any person who suffers legal wrong or who is adversely affected 
or aggrieved by the decision of a hearing examiner may, no later than sixty days 
after .such decision is made, seek judicial review of such decision (A) in the 
United States court of upjieals for the circuit in which the damage occurred, or, 
if such damage occurred outside of any circuit, in the United States court of 
appeals for the nearest circuit', or (B) in the United States Court of Appeals for 
the Dlstriot of Columbia.

(b) In any case in which the 5*m>n responsible for the discharge, or the Fund, 
seeks judicial revie.w, attorneys* fees and court costs shall be awarded to the 
claimant if the decision of the hearing examiner is affirmed.

CLASS ACTIONS

Sr.c. 31.". (a) The Attorney General may act on behalf of any group of damaged 
citizens which the Secretary determines would be more adequately represented 
as a class in the recovery of claims under this title. Sums recovered shall be dis 
tributed to the members of such group.
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(h) If. within ninety days after a discharge of oil in violation of section 303 
of this title has occurred, the Attorney General fail* to act on behalf of a group 
who may l>e entitled to compensation, any member of such group may maintain 
a class action to recover Mien damages on behnlf of such group. Failure of the 
Attorney General to net in accordance with thin subsection shall have no bear 
ing on any class action maintained in accordance with this subsection.

(c) In any case in which the number of members of the class seeking the re 
covery of claims under this title exceeds one thousand, publishing notice of the 
action in the Federal Register and in local newspaper;! serving the areas in 
which the damaged iwrtles reside shall be deemed to fulfill the requirement for 
public notice established by rule 23(c) (2) of the Federal Rules of Civil Proce 
dure.

REPRESENTATION

Sec. 310. The Secretary shall initially request the Attorney General to promptly 
institute court actions and to appear and represent the Fund for all claims under 
this title. Unless the Attorney General notifies the Secretary that he will in 
stitute such action or will otherwise appear.within a reasonable time, attorneys 
apix)inted by the Secretary shall appear and represent the Fund.

JURISDICTION AND VENUE

SEC. 317. (a) The United States district courts shall have original jurisdiction 
over all controversies arising under this title, without regard to the citizenship of 
the parties or the amount in controversy.

(I)) Venue stall lie in any district (1) wherein the damage complained of oc 
curred, or, if such damage occurred outside of any district, in the nearest dis 
trict, or (2) wherein the defendant resides, may be found, or has its principal 
office. For the purposes of this section, the Fund shall reside in the District of 
Columbia.

ACCESS TO RECORDS

SEC. 318. (a) Each person responsible for contributing to the Fund in accord 
ance with this title shall keep such records and furnish such information as the 
Secretary shall prescribe in regulations. Collection shall be at such times and such 
manner its shall be prescribed in such regulations.

(h) The Secretary shall have access to any hooks, documents, papers, and 
records of such person in order to undertake regular examinations of the audits 
on the collection of fees.

(c) The Comptroller General shall have access to any lxx>ks, documents, papers, 
records, and other information of any person liable to contribute to the Fund, 
and of the Fund.

PUBLIC ACCK88 TO INFORMATION

SEC. 319. (a) Copies of any communication, document, re|M>rt, or information 
transmitted between any official of the Federal Government and any person con 
cerning liability und comitensation for damages resulting from the discharge of 
oil from an offshore facility or vessel shall be made available to the public for 
insi>ection, and shall l>e available for the puriwse of reproduction at a reasonable 
cost, to the public u|>on identifiable request.

(h) Nothing contained in this section shall IK- construed to require the release 
of any information of the kind described in subsection (b) of section 552 of title 
">, United States Code, or which I» otherwise protected by Jaw from disclosure 
to the public.

ANNUAL REPORT

SEC. 320. Within six months after the end of each fiscal year, the Secretary 
shall submit to the. President of the Senate and the S|x>aker of the House of Rep 
resentatives (1) a re|>ort on the administration of the Fund during such fiscal 
year, (2) a summary of the management mid enforcement activities of the Fund, 
and (.'<) recommendations to the Congress for such additional legislative author 
ity as may Ite necessary to improve the management of the Fund and the 
administration of the liability provisions of this title.

AUTHORIZATION OK APPROPRIATIONS

SEC. 321. (a) There is authorized to I* appropriated for the administration 
of this title $10.000.000 for the fiscal year ending September 30, 1077, $.',000,000
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for the fiscal year ending September 30, 1078, and #5,000,000 for the fiscal year ending Heptemlwr 30,1079.

(J>) There are also authorized to be appropriated to the Fund from time to time snch amount* as may l>e necessary to carry out the purposes of the appli cable provision* of thin title, including the entering into contracts pursuant to section 306(b)(4) of this title, any disbursements of funds pursuant to section 300(a) of this title, and the issuance of notes or other obligations pur suant to section 309(e) of this title.
(c) Notwithstanding any other provision of this title, the authority to make contracts pursuant to section 306(b)(4) of this title, to make disbursements pursuant to section 309(a) of this title, to issue notes or other obligations pur suant to section 309(e) of this title, and to charge and collect fees pursuant to section 310(a) of this title shall be effective only to the extent provided, without fiscal year limitation, in appropriation Acts enacted after the date of enactment of this title.

RELATIONSHIP TO OTHER LAW

SEC. 322. (a) Except as provided in section 311 (f) of this title, this title shall not be interpreted to preempt the Held of liability or to preclude any State from imposing additional requirements or liability for any discharge of oil resulting in damages or cleanup costs within the jurisdiction of any State.(b) Any person who receives compensation for damages or cleanup costs pur suant to this title shall be precluded from recovering compensation for the same damages or cleanup costs pursuant to any other State or Federal law. Any iwrsou who receives condensation for damages or cleanup costs pursuant to any other State or Federal law shall |H> precluded from receiving compensation for the same damages or cleanup costs under this title.
TITLE IV—-AMENDMENTS TO THE COASTAL ZONE MANAGEMENT

ACT OP 1972
AMENDMENTS TO THE COASTAL ZONE MANAGEMENT ACT Of 1972

SEC. -101. The Coastal Zone Management Act of 1972, as amended (16 U.S.C. 1-451 et set].), is amended as follows:
(1) Section 304 of such Act (16 U.S.C. 1-JR3) is amended by adding at the end thereof the following new subsections:
"(j) 'Outer Continental Shelf energy activity' means exploration for, or the development or production of, oil and gas resources from the outer Continental Shelf, or the location, construction, expansion or operation of any energy facilities made necessary by such exploration or development."(k) 'Energy facilities' means new facilities, or additions to existing facilities—

"(1) which are or will be directly used in the extraction, conversion, stor age, transfer, processing, or transporting of any energy resource; or"(2) which are or will be used primarily for the manufacture, production, or assembly of equipment, machinery, products, or devices which are or will lie directly involved in any activity described In paragraph (1.) of .this sub section and which will serve, impact, or otherwise affect a substantial geographical area or suMantiul numbers of |>eople.The term includes, but is not limited to (A) electric generating plants; (B) petroleum refineries and associated facilities; (C) gasification plants; liquefied natural gas storage, transfer, or conversion facilities; and uranium enrichment or nuclear fuel processing facilities; (D) outer Continental Shelf oil and gas exploration, development, and production facilities, including ptetforuw, assembly plants, storage dejwts, tank farms, crew and supply bases, rennlnx complexes, and any other installation or property that .is necessary for such exploration, development, or production; (B) facilities for offshore loading and marine transfer of petroleum; (F) pipelines and transmission facilities; and (G) termi nals which are associated with any of the foregoing."(1) 'Public facilities and public services' means any services or facilities which are financed. In whole or in part, by state or local government. Such services and facilities include, but are not limited to, highways, secondary road*, parking, mass transit, water supply, waste collection and treatment, schools and education, hospitals and health care, fire and pol'/.-e protection, recreation and culture, other human service*, and facilities related thereto, and such govern-
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mental .services ns lire necessary to support any increase in imputation and 
development.

"(in) 'Local government' means uny |H)liticnl sulKlivision of any coastal state 
if such subdivision has taxing authority or provides any public service which 
is financed in whole or part by taxes, and such term includes, but it not limited 
to, any school district, fire district, transimrtation authority, and any other 
.si>ecial purpose district or authority.

"(n) 'Xet adverse impacts' means the consequences of a coastal energy activity 
which arc determined by the Secretary to be economically or ecologically costly 
to a state's coastal zone when weighed against the benetlts of a coastal energy 
activity which directly offset such costly consequences according to the criteria 
as determined in accordance with section 308(c) of this title. Such Impacts may 
include, but are not limited to—

"(1) rapid and significant ]x>pulation changes or economic development 
requiring expenditures for public facilities and public services which cannot 
l>e financed entirely through its usual and reasonable means of generating 
state and local revenues, or through availability of Federal funds including 
those authorized by this title;

"(2) unavoidable loss of unique or unusually valuable ecological oc recrea 
tional resources when such loss cannot IMS replaced or restored through itr. 
usual and reasonable means of generating state and local revenues, or 
through availability of Federal funds including those authorized by this title, 

"(o) 'Coastal energy activity' means any of the following activities if It is 
carried out in, or has a significant effect on, the coastal zone of any coastal 
state or coastal states—

"(1) the exploration, development, production, or transportation of oil 
and gas resources from the outer Continental Shelf and the location, con 
struction, expansion, or operation of supporting equipment and facilities 
limited to exploratory rigs and vessels; production platforms; subsea com 
pletion systems; marine service and supply bases for rigs, drill ships, and 
supply vessels; pipelines, pipelaying vessels and pipeline terminals, tanks 
receiving oil or gas from the outer Continental Shelf for temporary storage; 
vessel loading docks and terminals used for the transportation of oil or gas 
from the outer Continental Shelf; and other facilities or equipment required 
for the removal of the foregoing or made necessary by the foregoing when 
such other facilities or equipment are determined by the coastal state af 
fected to have technical requirements which would make their location, con 
struction, expansion, or operation in the coastal zone unavoidable;

"(2) the location, construction, expansion, or operation of vessel loading 
docks, terminals, and storage facilities used, for the transportation of lique 
fied natural gas, coal, or oil of conversion or treatment facilities necessarily 
associated with the processing of liquefied natural gas; or

"(3) the location, construction, expansion, or operation of deepwater ports 
and directly associated facilities, as defined in the Deepwater Port Act (33 
TJ.S.C. 1501-1524).".

(2) Sections 308 through 315 of such Act (10 U.S.C. 1457 through 1464) arc 
redesignated as sections 310 through 317, respectively.

(3) Such Act is amended by inserting immediately after section 307 the fol 
lowing new subsections:

"COASTAT, KNKJWT ACTIVITY IMPACT PROGRAM

"SKc. 308. (a) (1) The Secretary shall make a payment for each fiscal year to 
each coastal state in an amount which bears to the amount appropriated for that 
fiscal year pursuant to paragraph (C) of this subsection the same ratio as the 
numlwr representing the average of the following proportions (computed with 
regard to such s'tate) bears to 100—

"(A) the proportion which the outer Continental Shelf acreage which is 
adjacent to such state and which is leased by the Federal Government in that 
year bears to the total outer Continental Shelf acreage which is leased by the 
Federal Government in that year;

• "(B) the proportion which the number of exploration and development 
wells adjacent to that state which are drilled in that year on outer Conti 
nental Shelf acreage leased by the Federal Government bears to the total 
number of exploration and development wells drilled in that year on outer 
Continental Shelf acreage leased by the Federal Government;
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"(C) the proportion which the volume of oil and natural gas produced In 
that year from outer Continental Shelf acreage which is adjacent to such 
state and which IH leaned by the Federal Government bears to the total 
volume of oil and natural gas produced in that year from outer Continental 
Shelf lands under Federal lease in that year;

"(D) the proportion which the volume of oil and natural gas produced 
from outer Continental Shelf acreage leased by the Federal Government and 
first landed in such state in that year bears to the total volume of oil and 
natural gas produced from all outer Continental Shelf acreage leased by the 
Federal Government and flrst landed in the United States in that year;

"(E) the proportion which the number of individuals residing in such state 
in that year who are employed directly in outer Continental Shelf energy 
activities by outer Continental Shelf lessees and their contractors and sub 
contractors bears to the total number of individuals residing in all coastal 
states who are employed directly in outer Continental Shelf energy activities 
in that year by outer Continental Shelf lessees, and their .contractors and 
subcontractors; and

"(F) the proportion which the onshore capital investment which is made
during that year in such state and which is required to directly support outer
Continental Shelf energy activities bears to the total of all such onshore
capital Investment made in all coastal states during that year.

"(2) For purposes of calculating the proportions set forth in paragraph (1) of
this subsection, 'the outer Continental Shelf lands which are adjacent to such
state' shall be the portion of the outer Continental Shelf lying on that state's side
of extended seaward boundaries determined as follows: (A) In the absence of
seaward lateral boundaries, or any ]x>rtlon thereof, clearly defined or fixed by
interstate compacts, agreements, or judicial decree (if entered into, agreed to, or
issued before the effective date of this paragraph), the boundaries shall be that
portion of the outer Continental Shelf which would lie on that state's side of
lateral marine boundaries as determined by the application of the principles of
the Convention on the Territorial Sea and the Contiguous Zone. (B) If seaward
lateral boundaries have been clearly defined or fixed by interstate compacts,
agreements, or judicial decree (if entered into, agreed to, or issued before the
effective date of this paragraph), such boundaries shall be extended on the basis
of the principles of delimitation used to establish them.

"(3) The Secretary shall have the responsibility for the compilation, evalua 
tion, and calculation of all relevant data required to determine the amount of 
the payments authorized by this subsection and shall, by regulations promulgated 
in accordance with section 558 of title 5, United States Code, set forth the 
method by which collection and evaluation of such data shall be made. In com 
piling and evaluating such data, the Secretary may require the assistance of 
any relevant Federal or State agency. In calculating the proj>ortions set. forth 
in paragraph (1) of this subsection, payments made for any fiscal year shall be 
based on data from the immediately preceding fiscal year, and data from the 
transitional quarter beginning July 1,1970, and ending September 30,1978, shall 
be included in the data from the fiscal year ending June 30, 1076.

"(4) Each coastal state receiving payments under this subsection shall use the 
moneys for the following purposes and in the following order of priority:

"(A) The retirement of state and local bonds, if any, which are guaran- 
1 teed under section 309 of this title which were issued for projects or pro 

grams designed to provide revenues which are to l>e used to provide public 
services nnd public facilities which are made necessary by outer Continental 
Sbelf energy activity: except that, if the amount of such payments is insuffi 
cient to retire both state and local bonds, priority shall be given to retiring 
local bonds.

"(B) The study of, planning for. development of, and the carrying out of 
projects or programs which are designed to provide new or additional public 
facilities or public services required as a direct result of outer Continental 
Shelf energy activity.

"(C) The reduction or amelioration of any unavoidable loss of unique or 
unusually valuable ecological or recreational resources resulting from outer 
Continental Shelf activity.

"(5) It shall, lie the responsibility of the Secretary to determine, annually if 
sueh coastal state has expended or committed funds in accordance with the pur 
poses authorized herein by utilizing procedures pursuant to section 312 of this 
title. The United States shall be entitled to recover from any coastal state that
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portion of any payment received by such state under thin subsection which—
"(A) is not extended by such state before the close of the flacal year

• immediately following the fiscal year in which the payment was disbursed, or
"(B) is expended or committed by such state for any purposes other than

a purpose set forth in imragraph (4) of this subsection.
"(0) For purposes of this sulwection, there are hereby authorized to be

appropriated funds not to exceed $50,000,000 for the fiscal year ending September
30, 1077; 150,000,000 for the fiscal year ending September 30, 1978; $75,000,000
for the fiscal year ending September 30, 1970; $100,000,000 for the fiscal year
ending September 30, 1980; and $123,000,000 for the fiscal year ending Severn-
tier SO) 1061.

"(7) It is the intent of Congress that each state receiving payments under 
this subsection shall, to the maximum extent practicable, allocate all or a 
I>ortion of such imyments to local governments thereof and that such allocation 
shall Iw on « basis which is proix>rtionai to the extent to which local governments 
rajuire assistance for purposes as provided in paragraph (4) of this subsection. 
In addition, any coastal state may. for the purposes <* carrying out the pro 
visions of this subsection and with the approval of the Secretary, allocate all or a 
jwrtlon of any grant received under this subsection to (A) any areawide agency 
designated under section 204 of the Demonstration Cities and Metropolitan 
Development Act of 1006, (K) any regional agency, or (C) any Interstate 
agency. No provision in this Miihsection shall relieve any state of the responsi 
bility for insuring that any funds allocated to any local government or otber 
agency shall )>e applied in furtherance of the pun>ose* of tills subsection.

"(b) (1) The Secretary may make grants to any coastal state if he determines 
that such .state's coastal zone is being; or Is likely to bo, impacted by the location 
construction, expansion, or o|>eration of energy facilities in, or which significantly 
nfTect its coastal zone. Such grants shall be for the purpose of enabling such 
coastal state to study and plan for the economic, social, and environmental 
consequence.*; which are. resulting or are likely to result in its coastal zone from 
such energy facilities. The amount of any such grnnt may equal up to W) JHT 
centum or the cost of such study or plan, to the extent of available funds.

"(2) The Secretary may make grants to any coastal state if he is satisfied, pur 
suant to regulations and criteria to he promulgated according to subsection (c) 
of this section, that such state's coastal zone has suffered, or will suffer, net 
adverse imimcts from any coastal energy activity. Such grants shall be used for, 
nnd may equal up to SO per centum of the cost of carrying out projects, programs, 
or other purposes which are designed to reduce or ameliorate any net adverse 
imiMcts resulting from coastal energy activity.

"(c) Within one hundred and eighty days after the effective date of this 
section, the Secretary shall, by regulations promulgated in accordance with 
section 553 of title 5, United States Code, establish requirements for grant 
eligibility under subsection (b) of this section. Such regulations shall—

"(1) Include appropriate criteria for determining the amount i f a grant 
and the general range of studying and planning activities for which grants 
will l»e provided under subsection (h) (1) of this section;

"(2) specify the means nnd criteria by which the Secretary shall deter 
mine whether a state's coastal zone has. or will suffer, net adverse impacts; 

•'(.1) include criteria for calculating the amount of a grant under sub- 
section (h) (2) of this section, which criteria shall include consideration of— 

"(A) offsetting benefits to the state's coastal zone or a jkoliticnl sub- 
division thereof, including but not limited to, increased revenues:

"(B) Hie state's overall efforts to reduce or ameliorate net adverse 
impacts, including but not limited to, the state's effort to insure that 
I>erson.s whwe coastal energy activity IK directly responsible for net 
adverse impacts in the state's coastal zone are, required, to the maximum 
extent practicable, to reduce or ameliorate, such net adverse impacts; 

"(0) the state's consideration of alternative sites for the coastal 
energy activity which would minimize net adverse lni|*tcts: and

"(D) the. nvatlaldllty of Federal funds pursuant to other statutes, 
regulations, and program.**, and under suhsvction (a) of this section, 
which may IM> used In whole or l« «*»rt to reduce or ameliorate net 
adverse in>i>acts of coastal energy activity:

In developing regulations under thin section, the Secretary shall consult with th« 
appropriate Federal agencies, which upon request, shall assist the Secretary In 
the formulation of the regulations under this Bulwection on a nonreimlrJ!rsahle
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basis; with representatives of appropriate state and local governments ; with 
commercial, industrial, and environmental organic "ms; with public and private 
group*; and with any other appro|>riate organizations and iwrsons with knowl 
edge or concerns regarding adverse iuiiMcta and benefit* that may affect the 
coastal zone.

"(d) All fund* appropriated to carry out the nurpoM* of subsection (b) of 
thin section Khali l>e deposited in a fund which shall lie known as the Coastal 
Knergy Activity Inipnct Fund. Th« fund shall In- administered and used by the 
Secretary MX a levolving fund for carrying out such purpose*. General expenses 
of administering thin section may be charged to the fund. Moneys in the fund 
tuny be debited in interest-hearing account* or invested in bonds or other 
obligations which are guaranteed as to principal and interest to the United

"(i>) Then* are hereby authorized to be appropriated to the Coastal Knergy 
Activity Impact Fund such sums not to exceed 1125,000,000 for the fiscal year 
ending Septemlwr 30, 1077, and for each of the next four succeeding fiscal years, 
as may be necessary, which shall remain available until exiwnded.

"(f) It is the intent of Congress that each state receiving any grant under 
paragraph (1) or (2) of stilmection (c) of this section shall, to the maximum 
extent practicable, allocate all or a portion of such grant to any local government 
thereof which hax suffered or may suffer net adverse Impacts resulting from 
coastal energy activities and such allocation shall l»e on a basis which is propor- 
tional to the extent of such net adverse impact. In addition, any coastal state 
may. for the purpose of carrying out the provisions of subsection (c) of this 
section, with the approval of the Secretary, allocate all or a iwrtion of any grant 
received to (1) any areawide agency designated under section 204 of the Demon 
stration Cities and Metropolitan Development Act of 1966, (2) any regional 
agency, or (3) any interstate agency. No provision in subsection (b) of this 
section shall relieve a state of the resi>onsihility for insuring that any funds 
so allocated to any local government or any other agency shall he applied in 
furtherance of the purjx>se.H of such subsection.

"(g) No coastal state is eligible to receive any payment under subsection 
(a) of this section, or any grant under subsection (b) of this section unless 
such state —

"(1) is receiving n program development grant under section 305 of this 
title, or is making satisfactory progress, a» determined by the Secretary 
toward the development of a coastal zone management program, or has such 
A program approved pursuant to section 306 of this title ; and

"(2) has demonstrated to j)u» satisfaction of, and has provided adequate 
assurances to. the Secretary that the proceeds of any such payment or grant 
will Int used in a manner consistent with the coastal zone management pro 
gram l>elng develojied by it. or with itx approved program, consistent with 
the goals and objectives of this tifle.

"STATK AM> IjOCAI. OOVKKN U BXT BOXiS CUAKAXTKKU

"8KC. 309. (a) The Secretary is authorized, in accordance with such rules as 
he .shall prescribe. to make commitments to guarantee and to guarantee the pay 
ment of interest on and the princiiMl balance of bonds or other evidences of 
indebtedness Issued by a coastal state or tuiit of general purpose local government 
for the purpose* sjiecified In sulmection (b) of this section.

"(b) A Itoiul or other evidence of indebtedness may !>e guaranteed under this 
section only if it is issued by a coastal state or unit, of general purpose local 
government for the purpose of obtaining revenues which are to be used to provide 
public services and public facilities which are made necessary by outer Con 
tinental Shelf energy activities.

"(c) Bonds or other evidences of Indebtedness guaranteed under this section 
shall 1* guaranteed on uuch terms and conditions as Us* Secretary shall prc- 
scrihe. except that —

"(1) no guarantee shall he mede unless the Secretary determines that 
the issuer of the evidence of indebtedness would not l>e able to borrow suffi 
cient revenues on reasonable terms ami conditions without the guarantee ;

"(2) the guarantees shall provide for complete amortization of the indebt 
edness within a period not to exceed thirty years;

"(3) the aggregate principal amount of the obligations which may he 
guaranteed under this section on behalf of a coastal state or a unit of gen-
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cral purpose local government and outstanding at any one time may not 
exceed $20,000,000;

"(4) the aggregate principal amount of all the obligations which may IK; 
guaranteed under this section and outstanding at any one time may not ex 
ceed 1200,000,000;

"(5) no guarantee shall be ninde unless the Secretary determines that 
the bonds or other evidences of indebtedness will—

•'(A) be issued only to investors approved by, or meeting requirements 
prescril>ed by, the Secretary, or, if an offering to the public is contem 
plated, be underwritten upon terms und conditions approved by the 
Secretary;

"(B) l>ear interest at a rate satisfactory to the Secretary; 
"(C) contain or l>e subject to repayment, maturity, and other provi 

sions satisfactory to the Secretary; and
"(D) contain or be subject to provisions with resju-ct to the protection 

of the security interest of the United States;
"(({) the approval of the Secretary of the Treasury shall l>e required with 

respect to any guarantee made under this section, except that the Secretary 
of the Treasury may waive this requirement with resi>ect to the issuing of 
any such obligation when he determines that such issuing docs not have a 
significant imitact on the market for Federal Government and Federal Gov 
ernment-guaranteed securities-;

"(7) the Secretary determines that there is reasonable assurance that the 
issuer of the evidence of indebtedness will l>e able to make the payments of 
the principal of and interest on such evidence of indebtedness; and

"(8) no guarantee shall be made after September 30,1081. 
•'(d) (1) Prior to the time when the first bond or other evidence of indebted 

ness is guaranteed under this section, the Secretary shall publish in the Federal 
Register a list of the proimsed term* and conditions under which bonds and other 
evidences of indebtedness will 1*> guaranteed under this section. For at least 
thirty days following such publication, the Secretary shull receive, and give 
consideration, to comments from the public concerning such terms and conditions. 
Following this iwriod, the Secretary shall publish in the Federal Register a 
final list of the conditions under which bonds and other evidence* of indebted 
ness will be guaranteed under this section. The initial guarantee made under 
this section may not be conducted until thirty days after the final list of terms 
and conditions is published.

"(2) Prior to making any amendment to such final list of terms and condi 
tions, the Secretary shall publish such amendment in the Federal Register and 
receive, and give consideration to. comments from the public for at least thirty 
days following such publication. Following this |>eriod, the Secretary shall pub 
lish in the Federal Register the final form of the amendment, and such amend 
ment .shall not become effective until thirty days after this publication.

"(e) The full faith and credit of the United States is pledged to the payment 
of all guarantees made, under this section with re*i>ect to principal, interest, 
and any redemption premiums. Any such guarantee, made by the Secretary shall 
bo conclusive evidence of the eligibility of the obligation involved for such guar 
antee, and the validity of any guarantee «<> made shall bo Incontestable in the 
hands of a holder of the guaranteed obligation.

"(f) Tho Secretary shall prescribe and collect a fee in connection with guar 
antees made under this section. This foe. may not exceed the amount which the 
Secretary estimates to be necessary to cover the administrative costs of carry- 
int! out this secHon. Fee* collected under this .<iibsection shall be deposited in 
the revolving fund established under subsection (I).

"(g) With resiK'Ct to any obligation guaranteed under this section, the interest 
payment paid on such obligation and rex-elved by the purchaser thereof (or hid 
successor in interest) shall lx> included in gross income for the purpose of 
chapter 1 of the Interim! Revenue Code of 1054.

"(h)(l) Payments required to be made as a result of any guarantee mad* 
under this section shall l>e made by the Secretary from funds which may be 
appropriated to the revolving fund established by subsection (i) or from funds 
obtained from the Secretary of the Treasury and deposited in such revolving 
fund pursuant to subsection (I) (2).

"(2) If there is a default by a coastal state or unit of general purpose local 
government in any payment of principal or Interest due under a bond or other 
evidence of indebtedness guaranteed by the Secretary under this section, any
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holder of Huch bom! or other evidence of indebtedness may demand payment by 
the Secretary of the unpaid interest on and the unpaid principal of such obliga 
tion as they become due. The Secretary, after invest tenting the facts presented by 
the holder, .shall ]<wy to the holder the amount which is due him, unlem the Sec 
retary finds that there was no default by the coastal state or unit of general 
purpose local government or that such default has been remedied. If the Secre 
tary makes a imyment under this imragraph, the United States shall nave a right 
of reimbursement against the coastal state or unit of general purpose local gov 
ernment for which the payment wax made for the amount of such payment plus 
Interest at the prevailing current rate as determined by the Secretary. If any 
revenue becomes due to such coastal state or unit of general purpose local govern 
ment under section 308(a) of thix title, the Secretary shall, in lieu of paying 
such coastal state or unit of general punx>se local government such revenue, de 
posit such revenue in the revolving fund established under subsection (i) until 
the right, of reimbursement has been satisfied.

"(3) The Attorney General shall, upon request of the Secretary, take such 
action as may be a|>proprlate to enforce any right accruing to the United States 
as n result of the Issuance of any guarantee under this section. Any sum re 
covered pursuant to this imragraph shall be paid into the revolving fund estab 
lished by subsection (i).

"(i)(l) The Secretary shall establish a revolving fund to provide for the 
timely payment of any liability incurred as a result of guarantees made under 
this section, for the payment of costs of administering this section, and for the 
payment, of obligations issued to the Secretary of the Treasury under para 
graph (2) cf this subsection. This revolving fund shall be comprised of— 

" (A) receipts from fees collected under this section; 
"(B) recoveries under security, subrogation, and other rights; 
"(C) reimbursements, interest income, and any other receipts obtained in 

connection with guarantees made under this section;
"(I)) proceeds of the obligations issued to the Secretary of the Treasury 

pursuant to paragraph (2) of this subsection; and
"(K) such sums as may IK- appropriated to carry out the provisions of 

this section.
Funds in the revolving fund not currently needed for the purpose of this section 
shall IKS kept on dejtosit or invested in obligations of the United States or guaran 
teed thereby or in obligations, imrticiimtions. or other instruments which are 
lawful investments for fiduciary, trust, or public funds.

"(2) The Secretary may. for the purjH>se of carrying out the functions of this 
section, issue obligations to the Secretary of the Treasury only to such extent or. 
In such n mounts as may l>e provided in appropriation Acts. The obligations issued 
under this paragraph shall have such maturities and Itear such rate or rates of 
interest as shall IKJ determined by the Secretary of the Treasury. The Secretary 
of the Treasury shall purchase any obligation so Issued, and for that purjMJse he 
is authorized to use as a public debt transaction the proceeds from the sale of any 
security Issued under the Second Lilx'rty Hond Act, and the pur|M>ses for which 
securities may IHI issued under that Act are extended to include purchases of 
the obligations bereunder. Proceeds obtained by the Secretary from the issuance 
of obligations under this (Miragraph shall l>e debited in the revolving fund 
established in paragraph (i).

"(.1) There are authorised to lie appropriated to the revolving fund such sums 
as may !H> necessary to carry out the provisions of this section.

*'(4) Funds may be obligated for purposes stated in subsection (i) only to 
the extent provided in appropriations Acts.

"(.H No iMMid or other evidence of indebtedness shall be guaranteed under this 
section unless the Issuer of the evidence of indebtedness and the i>erson holding 
the note with resj>ect to such evidence of indebtedness permit the General Ac 
counting Office to audit, under rules prescribed by the Comptroller General of 
the I'nited States, all financial transactions of such issuer and holder which relate 
to such evidence of indebtedness. The representatives of the General Accounting 
Office shall have access to all l»ooks. accounts, rejiorts. files, and other records 
of such Issuer and such holder insofar as any such record jx»rtains to financial 
transactions relating to the evidence of Indebtedness guaranteed under this section.

"(k) For purjioses of this section, the term 'unit of general purpose local gov 
ernment' shall mean any city, county, town, township, parish, village, or other 
general purpose (Hilitlcal sulHlivisioii of a coastal state. If such general purpose
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political sulMlivisioii iHWHeasen taxing i*>wers and IIIIH rwponKibility for providing 
public fat-ilitiw! or public services to the community, as determined by the 
Secretary.

"(1) Notwithstanding any other provision of this section, the authority to make 
guarantees or commitments to guarantiee under thin wction shall be effective only 
to tlit! extent provided in appropriation* Act* enacted after the date of enactment 
of thin section.".

TITLE V—MISCELLANEOUS PROVISIONS
REVIEW OK 8HUT-IN Ot rLARlNO WELI.H

SEC. 501. (a) In a report submitted within six months ofter the date of enact 
ment of this Act, and in his annual report thereafter, the Secretary shall list 
ail shut-in oil and gas wells and well* flaring natural gas on leases issued under 
the Outer Continental Shelf Lands Act. Each such report shall be submitted to 
the Comptroller General and shall indicate why each well is shut-in or flaring 
natural gas, and whether the Secretary intends to require production on such a 
shut-in well or order cessation flaring.

(h) Within six months after receipt of the Secretary's reiwrt, the Comptroller 
General shall review and evaluate the methodology used by the Secretary in 
allowing the wells to be shut-in or to flare natural gas and submit his findings 
and recommendations to the Congress.

XCVIEW AND REVISION or ROYALTY PAYMENTS

SEC. 502. As soon as feasible and no later than ninety days after the date of 
enactment of this Act, and annually thereafter, the Secretary of the Interior shall 
submit a report or reports to the Congress describing the extent, during the two- 
year period preceding such rejwrt, of delinquent royalty accounts under leases 
Issued under any Act which regulates the development of oil and gas on Federal 
lands, and what new auditing, post-auditing, and accounting procedures have 
been adopted to assure accurate and timely payment of royalties and net profit 
shares. Such report or reports shall include any recommendations for corrective 
action which the Secretary of the Interior determines to be appropriate.

NATURAL OAS DISTRIBUTION

SEC. f>03. The Federal Power Commission shall, pursuant to Its authority under 
section 7 of the Natural Gas Act, permit any natural gas distributing company 
which engaged, directly or indirectly, in development and production of natural 
gas from the Outer Continental Shelf to transport to Its service area for distribu 
tion any natural gas obtained by such natural gas distributing company from 
such development and production. For purposes of this section, the term "natural 
gas distributing company" means any person (1) engaged in the distribution of 
natural gas at retail, and (2) regulated or operated as a public utility by a State, 
or local government.

RELATIONHHIP TO EXISTING LAW

SEC. 504. Except as otherwise expressly provided in this Act, nothing in this 
Act shall be construed to amend, modify, or repeal any provision of the Coastal 
Zone Management Act of 1072, the National Environmental Policy Act of I960, 
the Mining and Mineral Policy Act of 1970, or any other Act.

Amend the title so as to read:
A BILL to establish a policy for the management of oil and natural gas in the 

Outer Continental Shelf, to protect the marine and coastal environment, to 
amend the Outer Continental Shelf Landx Act, and for other purposes.

I. SUMMARY OP KKY PROVISIONS OF H.R. 6218
-4. H.R. 6218 and the Secretary of the Interior

H.R. 6218 vests new responsibility in the Secretory of the Interior, 
designed to provide for rational management of the oil and gas re-
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sources of the Outer Continental Shelf. National energy requirements, 
affected states' needs, environmental protection, alternate uses of the 
coastal waters and lands, and economic reality, are all to be taken 
into account.

The Secretary must first develop a comprehensive leasing program. 
In accordance with a new Section 18 of the OCS Lands Act, the Secre 
tary has nine months in which to prepare the leasing program, indi 
cating size, timing and location of leasing activities for the next five 
years. He must review the program annually and update it as neces 
sary. The timing and location of the leasing are to be based on a bal 
ance of an assessment of environmental damage, discovery potential, 
und impact on the coastal zone.

The Secretary must submit this plan to the Attorney General, who 
shall submit comments on the effects of such a program on competi 
tion ; and to any Regional Advisory Board, states, local governments, 
and other persons, who may submit comments or recommendations 
with regard to any aspect of the program. The plan is then transmitted 
to the Congress, with all comments. All specific recommendations 
received must be accepted by the Secretary, unless he indicates 
specifically why they are not being accepted. Once a leasing program 
has been approved, all leasing is to be in accordance with that program.

The Secretary of the Interior can then, in accordance with the pro 
gram, award leases to various bidders. At present, the cash bonus 
system is used almost exclusively. Under that system, in order to win a 
lease, a company must have vast amounts of capital, and the price to 
the company is set without full knowledge of the value of the oil and 
gas in the area. This may reduce competition for offshore leases to 
the major oil companies and reduce the public return for resources. 
To increase competition for offshore leases and secure higher returns 
to the public Treasury, Section 8 of the Outer Continental Shelf Lands 
Act has been amended to allow the Secretary to use seven other 
bidding methods based on net profits; royalty; or percentages of a lease 
area (Phillips Plan). The Secretary is required to choose the new 
bidding systems in at least ten percent of all lease sales in frontier 
areas during the next, five years. If, however, the Secretary finds that 
he must use the present system for more than ninety percent of the 
lease sales in order to promote efficient development or competition, 
he must submit a report to the Congress, and both Houses must pass a 
resolution of approval within thirty days before he may exceea that 
limitation.

Other provisions prohibit joint bids among major producers; allow 
leases to be for geological structures or traps, or for a reasonable pro 
duction unit; and limit leases to five years unless there is a discovery 
or are specific circumstances to justify a five-year extension. In order 
to ensure competition, no lease may be issued or extended until the 
Attorney General and the Federal Trade Commission have been noti 
fied of the issuance or extension.

To manage activities on a lease, the Secretary of the Interior is to 
issue- regulations to enforce the Act. Section 204 of the bill amends 
Section 5 of the Act to mandate provisions for the issuance of regula 
tions dealing with the temporary suspension of activities on a lease, as 
well as for the cancellation of a lease if it is determined that continued 
activity would cause serious harm or damage, which would not decrease

70-512 O-7( - 4
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over a reasonable period of time. Cancellation or termination is also 
permitted, and sometimes required, for failure to comply with law, 
lease terms, or applicable regulations.

To allow oversight by the Congress, the Secretary of the Interior is 
to file an annual report to the Congress within six months after the 
end of each fiscal year on the OCS leasing and production program. 
Section 207 of the bill amends Section 15 of the Act to require this an 
nual repoit to include a detailed accounting of all monies; a detailed 
accounting of all activities; a summary of management, supervision, 
and enforcement activities; a list of all shut-in and flaring wells; and 
recommendations to the Congress for improvements in management, 
safety, amount of production, and resolution of jurisdictional 
disputes.

In addition, the Secretary is to submit a report, after consultation 
with the Attorney General, with recommendations for promoting com 
petition, and containing an evaluation of the various bidding systems; 
why a particular bidding system has not "been utilized; an evaluation 
of alternative bidding systems not authorized by the Act; an evalua 
tion of joint bidding restrictions in promoting competition; and an 
evaluation of any measures to increase the supply of oil and gas to in 
dependent refiners and distributors.
/?. ff.R. 6218 and the Energy I industry

Lessees will face more and stricter regulations as a result of this leg 
islation, but will also enjoy greater certainty about the political en 
vironment in which they are operating.

Private energy companies will continue to be the major explorers 
for oil and gas, and the developers and producers of these resources.

Section 206 amends Section 11 of the OCS Lands Act, but includes 
the original language of Section 11, which allowed geological and 
geophysical explorations to be conducted by nny agency of the United 
States or any person authorized by the Secretary.

This language, which has been part of the law for twenty-three years, 
means that the federal government can, as now, allow exploration 
pursuant to a lease, permit, or regulation, conduct exploration itself, 
or contract out. for exploration to bo uon*> \y private industry prior to 
a lease sale. New language has Ixje.n added that would require the 
Secretary, at least once in every frontier area, to seek qualified appli 
cants to conduct on-structure, stratigraphic drilling, prior to a lease 
sale.

A company which has obtained a lease must, submit an exploration 
plan for approval by the Secretary before it may proceed with its ex 
ploration activities. The exploration plan is to include a schedule of ac 
tivities, a description of the equipment to be used, the general location 
of each well to be drilled, and other information as required by the Sec 
retary. The Secretary must review the pJan to see if it is in accordance 
with the law, regulations prescribed under the Act, and the provisions 
of the lease. The Secretary has thirty days to approve or modify such 
a plan, but may delay approval if he believes a suspension of activities 
on tlie lease is warranted.

A company which has obtained a lease must also submit a develop 
ment and production plan in accordance with a new Section 25 of the 
OCS Act, prior to beginning development and production of the oil
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and gas covered in the lease. This plan must describe the specific work 
to be performed, all offshore facilities and operations proposed by the 
lessee or known by him, environmental and safety protections, the 
rate of development and production, a time schedule for performance, 
and other relevant information. In addition, a. lessee is to prepare a 
statement describing all facilities and operations, other than on the 
Outer Continental Shelf, proposed and known by him which will be 
constructed or utilized in development and production of oil and gas 
from a lease area, including the location and site of such facilities, the 
land, labor, material and energy requirements, and all environmental 
and safety protections.

The plan then goes through a review procedure by the Governors, 
a Regional Board, and any other interested party. This review process 
may take up to seven months. The Secretary must finally approve, dis 
approve, or require modifications of the plan.
C. ILR. G21S and the States

A major purpose of H.R. 6218 is to involve the States in the en 
tire exploitation process to a greater degree. The bill provides an op 
portunity for them to participate in the decision-making process with 
regard to the overall leasing program of the Secretary, and individual 
development and production plans of the oil companies. The States are 
also supplied with information so that they will be able to plan for and 
ameliorate the onshore consequences of offshore development, and 
with assistance in coping with the onshore impacts of such develop 
ment. Involving states in the process from the beginning should avoid 
time-consuming lawsuits later.

A new section 18 of the OCS Act requires a five-year leasing pro 
gram, that must be submitted to the States and local governments for 
review.

A new section 19 allows Regional OCS Advisory Boards to be 
established to work with Federal agencies to advise on OCS activi 
ties. Any recommendations by a Regional Advisory Board, or a Gov 
ernor of an affected State, with regard to a proposed lease sale or a 
proposed development and production plan, must be submitted within 
sixty days and must be accepted by the Secretary unless he deter 
mines that they are not consistent with national security or the over 
riding nation 4! interest. In addition, under the new section 25, 
modification? of development and production plans must be, to the 
extent possible, consistent with State coastal zone management pro 
grams, and valid exercises of authority by any State or any political 
subdivision.

A new section 26 details an Outer Continental Shelf Oil and Gas 
Information Program. All lessees and permittees must provide access 
to the Secretary to all data obtained from their offshore activitios, and 
must provide copies of any specific data and interpretation as the 
Secretary may require. After the Secretary has obtained, processed, 
analyzed and interpreted this data, he sh'all make available to af 
fected States a summary of data to assist them in planning for on 
shore impacts. That summary shall include estimates of reserves, size 
and timing of development if any, location of pipelines, and location 
and nature of onshore facilities. In addition, he is to allow access by a 
state Governor's representative to all information, including proprie-
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tary data, after a lease sale. The Secretary is to prescribe regulations 
for confidentiality.

Title IV of the bill creates an Energy Activity Impact Program, 
readopting H.R. 3981, the Coastal Zone Management Act Amend 
ments of 1976. This program provides automatic and impact-demon 
strated grants to states affected by OCS development. Grants that 
are automatic are based on a formula calculating impact on the state. 
These funds are to be used for the retirement or bonds, the study of, 
planning and development for, and carrying out of public projects 
to provide new or additional public facilities, and the reduction or 
amelioration of any unavoidable damage to unique or unusual ecologi 
cal or recreational resources. Fifty million dollars is provided for 
each of fiscal years 1977 and 1978, and that amount increases to $75 
million for 1979, $100 million for 1980, and $125 million for 1981.

In addition to these automatic grants, $125 million is authorized to 
be granted by the Secretary of Commerce for net adverse impacts re 
sulting from the siting of coastal dependent energy facilities in the 
coastal zone for the next five years.

One final provision which affects some states deals with the leasing 
of tracts within three miles of the seaward boundary of any coastal 
state. Section 205 of the bill, which amends section 8 of the Act, 
states that prior to the leasing of any lands within three miles of the 
seaward boundary of any coastal state, the Secretary is to provide 
relevant information to the Governor of the affected state and to offer 
the Governor the opportunity to jointly lease any such area which 
might contain a geological structure or trap common to both state 
and federal lands. If the Governor accepts, the area is to be jointly 
leased. If the Governor refuses, the Secretary may go ahead and lease 
the area. In either event, all bonuses, royalties, rents and other reve 
nues are to be placed in an escrow fund until geological information 
allows the Secretary and the Governor of the affected coastal state to 
determine the proper allocation of payments.
D. Jl'.R. 6Z18 aaul the Environment

There are many provisions in H.R. 6218 for the protection of the 
marine, coastal, and human environment.

A new section 20 places responsibility for conducting studies to ob 
tain baseline information ana then to monitor areas in the National 
Oceanic and Atmospheric Administration ("NOAA") in the Depart 
ment of Commerce. NOAA must prepare a study on any area or re 
gion included in a lease sale. These studies are to be concluded prior 
to final approval of any development and production plan, and are 
to attempt to predict impacts on the marine biota from OCS activi 
ties, and possible spills.

Section 25 of the Act provides for a review of activities after explo 
ration and prior to development and production. An environmental 
impact statement ("EIS") and a hearing is mandated in previously 
undeveloped regions to'-occur at least once in every major lease area 
prior to approval of development and production. Through an EIS 
procedure, or a set period for comments and recommendations, where 
no such process is involved, Section 25 insures input from Governors, 
Regional Advisory Boards and other persons into the decision on 
whether to approve a development and production plan. If the plan
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cannot be made to insure a safe operation because of exceptional cir 
cumstances, then the plan is to be disapproved by the Secretary, and 
the lease shall be considered cancelled. The lessee is entitled in such a 
case to reimbursement for all considerations paid for the lease, plus 
interest, and all direct ex|>enditures made after the date of issuance of 
the lease.
E. ILR. 6218 and the Worker

The new section 21 of the Act provides for new safety and environ 
mental regulations to be promulgated within one year of enactment 
of the 197(5 Act. Regulations should require on all new drilling and 
production operations, and when practicable, on existing operations, 
the best available and safest technology economically achievable.

Section 21 further provides for a study to be conducted by the Na 
tional Academy of Engineering of existing safety regulations. 
Finally, the Secretary of Labor is to issue interim regulations re 
lated to diving and other hazardous activities in or on the waters 
above the Outer Continental Shelf.

The new section 22 of the Act provides for enforcement of these 
safety and environmental regulations. Regular and unannounced in 
spections are mandated, as well as investigations of death, serious in 
juries, major fires, and oil spills.
F. ILR. 6218 and the Citizen

Tlirough the new section 23, citizen suits are authorized by anyone 
having an interest that can be adversely affected against the relevant 
government agency or department, or against any other person, for a 
violation of the Act, implementing regulations, or terms of a lease 
or permit.

Remedies and penalties for violations of the Act, lease terms, or 
applicable regulations, are set out in the new section 24 of the Act.

Title III of the Act establishes an Offshore Oil and Pollution Fund 
and provides for procedures in the event of an oil spill and com 
pensation for damages resulting from such an oil spill. The provi 
sions of this title apply to spins from any offshore facility in the 
OCS, and any transportation device, including vessels, for the oil 
and gas from the offshore facility.

Procedures are established for the clean-up of spills, and the lessee 
or operator of the vessel is to be strictly liable for all clean-up costs, 
With limited exceptions, the lessee or operator is also strictly liable 
for all damages resulting from a spill up to $35 million and the new 
fund liable for damages beyond that amount.

II. PURPOSES OK THE LEGISLATION
H.R. 0218 will amend the Outer Continental Shelf Lands Act of 

1053 to provide a new statutory regime for the management of the oil 
and natural g_as_ resources of the Outer Continental Shelf.

The United States is becoming increasingly dependent on foreign 
Hirces of oil. This dependence must be redu

ing more than 40 percent of its oil from foreign sources. Because of
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this level of imports, the Nation's economy remains vulnerable to 
another oil embargo, which would cause severe internal dislocations. 
Our payments for foreign oil constitute a continuing threat to the 
maintenance of a favorable international balance of payments. 
Finally, reliance on foreign oil may also risk our ultimate national 
security. The basic purpose of H.R. 6218 is to promote the swift, 
orderly and efficient exploitation of our almost untapped domestic oil 
and gas resources in the Outer Continental Shelf.

Development of oar OCS resources will supply needed time—as 
much as a generation—within which to develop alternative sources 
of energy before the inevitable exhaustion of the world's supply of 
fossil fuels.

The OCS Lands Act of 1953 has never been amended and is out 
moded. No legislation presently exists for responsibility and liability 
for the effects of oil pollution resulting from activities on the Shelf. 
There is no statute providing for consultation with, and funds for, 
states which can be adversely affected by activities on the Shelf. The 
purpose of H.R. 6218, by establishing new management and regula 
tory requirements, by mandating coordination with affected states, 
and by providing compensation for spills and adverse impacts, is 
to cure these defects.

The lands of the Outer Continental Shelf that extend beyond three 
miles from our coastline belong to the federal government, and it has 
historically leased these lands to private industry for the exploration 
and development of the energy resources that he beneath them. The 
leases have been awarded by auction, traditionally on the basis of 
cash bonus bids. With the present shortage of investment capital 
that will prevail for many years, increasing risks of uncertainty, and 
the increasing integration and concentration of energy industries, 
there is now doubt whether cash bonus bidding remains the best sys 
tem for the future. One purpose of H.R. 6218 is to authorize, alterna 
tive leasing arrangements and require experimentation with them. 
It is the view of the Select Committee that these new arrangements 
will enable the Secretary of the Interior, who administers the fed 
eral leasing program, to strike a proper balance between securing a 
fair return to the federal government for the lease of its lands, in 
creasing competition in exploitation of resources, and providing the 
incentive of a fair profit to the oil companies, which must risk their 
investment capital.

Federal administration of the leasing program and federal regu 
lation of offshore oil and gas development have been essentially a 
closed process involving the Secretary of the Interior and the oil 
industry. While the Secretary has on occasion sought or heard out 
side views, he has done so by rules established in his own discretion. 
Decision-making for the development of offshore oil and gas must be 
opened so that the coastal and other states affected by offshore oil 
and gas activities may participate in the process on a regular basis 
and so that affected local communities and the public at large may 
have an opportunity to be heard. Another purpose of H.R. 6218 is 
to provide statutory mechanisms that will open the decision-making 
process to a wide variety of views.

Regulations affecting the safety of the environment, of employees, 
and of marine life, have been the responsibility of the Coast Guard 
and the Department of the Interior since the OCS Lands Act of
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1953. Information has often been insufficient as to whether this re 
sponsibility is being adequately handled. Some activities remain un 
regulated. Others are underregulated. Compensation for spills has 
been inadequate. With the leasing of areas in risky frontier areas, 
modern statutory guidelines are essential. U.K. 0218 provides for 
studies, reports, and n new set of safety regulations to be prepared, 
in a coordinated manner, by the federal agencies with the most ex 
pertise. H.R. 6218 provides for periodic review mechanisms to bal 
ance environmental and other safety risks against the benefits and 
dangers of activities. H.R. 6218 establishes liability requirements and 
compensation for oil spills.

Finally, development of offshore oil and gas will have a severe im 
pact on the states, particularly in the first years of production. Offshore 
oil and gas will have to be brought to shore, processed, stored, and 
transported. The states will need federal assistance so that they can 
take proper steps to minimize the adverse environmental impact of the 
onshore handling of offshore oil and gas. They •will also need federal 
assistance so that they can provide a proper infrastructure—new hous 
ing, schools, roads, and expanded municipal services—in areas that 
are suddenly impacted. H.R. 6218 authorizes an impact fund as a 
statutory vehicle for providing these necessary forms of assistance.

III. BACKGROUND 1

Issues emerge on the American political agenda for a variety of 
reasons. Frequently, as in the case of Outer Continental Shelf oil 
and gas development, they arise for public consideration from a 
combination of pressures from outside the national political system, 
from scientific and technological advances, from efforts to protect 
vested interests, from changing levels and types of political con 
sciousness, from new demands on scarce resources, from catastrophic 
events, and from even pure chance.

A brief look at the history of the OCS question will, reveal that 
these factors, plus many others, have converged to bring this issue 
to the attention of the United States Congress.
The 7'rum-an Proclamation and early Federal-State Conflict

On September 28,1945, President Harry S. Truman issued a Proc 
lamation on the Continental Shelf * stating that the Government of 
the United States "regards the natural resources of the subsoil and 
seabed of the continental shelf beneath the high seas contiguous to 
the coasts of the United States and appertaining to the United States, 
subject to its jurisdiction and control." Although not so stated in the 
proclamation, the continental shelf was considered to be that area 
contiguous to the Continent covered by no more than 100 fathoms 
(000 feet; 200 meters) of water. The Truman Proclamation and the 
claim of the United States was subsequently recognized by the Geneva 
Convention on the Continental Shelf.3

However, the period between the middle 1940's and the early 1950's 
was one in which a number of jurisdictional problems arose between

' For • more detailed dltcuivion of the Utuei covered in thl* section, we "Effect* of Off- Hltore Oil and Natural Ga* Development on the Coaital Zone", a ttudr prepared puntuant to the requext of Honorable John M. Mui-phy, Chairman, for the u«e of the Ad Hoc Select Committee on Outer Continental Shelf by the Library of ConxrMf. Confrtftiional Kegearch Service (Washington. D.C.: U.S. Government Printing Office. 1076). 398 pp.> Executive Order 9633. Federal Rtgltter 12304 (194S); 39 Stat. 883.
» 3 U.N. Doc. A/Conf. 18/L.M. T.I.A.S. 5578.
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the U.S. Federal Government and certain State Governments. In 1947 
the Supreme Court, rejecting prior rulings in this area, held that the 
Federal Government had "paramount rights" over the area three 
miles seaward from the normal low water mark on the California 
coast.4 Similar decisions were made in Louisiana and Texas cases in 
1950.8 In effect, then, the Court had decided that these states had 
no title to, or property interest in, the submerged lands off of their 
respective coasts outside their inland waters.
Congressional Action^ 1953

To resolve these jurisdictional issues statutorily, Congress passed 
two acts in 1953 which helped to clarify the distinction in Federal- 
State control. The Submerged Lands Act of 1953 • gives the coastal 
states exclusive rights to the resources up to three geographical miles 
from the coast. Subsequent court cases provided that, for historic 
reasons, the boundaries of Texas and Florida extended for three 
marine leagues (approximately Wyz miles) from their coast lines into 
the Gulf of Mexico. The Act also reaffirmed the jurisdiction, power, 
and control of the United States beyond that point.

Although the Submerged Lands Act established coastal and sea 
ward boundaries for Federal and State governmental jurisdiction, 
it was silent on the matter of Federal leasing for Outer Continental 
Shelf oil and gas resources. To remedy this situation, Congress also 
passed the Outer Continental Shelf Lands Act of 1953 (OCSLA) 7

This legislation defines the OCS as all lands lying seaward and out 
side of state waters (three miles) "and of which the subsoil and sea 
bed (belong) to the United States and are subject to its jurisdiction 
and control!" It also establishes very general guidelines and directives 
for the Secretary of the Interior in managing the resources of the OCS 
and in leasing tracts for oil and gas exploration and development.

Given the complexity of the OCS oil and gas issue and its implica 
tions for both the Federal and State Governments, the OCSLA is an 
all too general piece of legislation containing few mandates for the 
Secretary of the Interior in carrying out his important responsibilities 
in leasing OCS oil and gas resources. Much of the recent criticism 
leveled at the Act is based on its lack of specificity.

In its administration of the OCS oil and gas program, the Depart 
ment of Interior fills in some details through its authority to promul 
gate rules and regulations which are published in the Federal Register* 
Lacking in the permanency or visibility of positive law and indicat 
ing a piecemeal approach to modernisation, revision, and modification, 
much criticism has been directed toward the Department's OCS rule- 
making which is often considered the result of the lack of specific 
directives in the OCSLA.
Legislative History Since 1953

There has been only one limited amendment to the Outer Continental 
Shelf Lands Act since 1953.' However, a number of statutes have been

t United Btatti r. California, 332 U.S. 18 (1947). » „ »„ 
< Unittd Btatei T. Louitlana, 339 U.S. 600 (1950); United State* r. Texas, 339 U.S. 707 

(1950).
• P.L. 31. 93d COOK., lit Session. 07 Stat. 29. 43 U.8.C. 1301 et *«f.
• P.L. 212. 93d Cone.. 1st Ration. 67 Stat. 462. 43 U.8.C. 1331 et »e<j.
> See generally, 30 CFR 2S0.1 et te«; 43 CFR 2883.0 et «e«.. and 3300.0 et «e«.
•The Detpwater Port Act. January 3.1975. P.L. 93-627. 119(f). 88 Stat. 2148. required 

the state. Uv:. applicable to OCS actMtlts to be continually updated. Bte 43 U.8.C. 1333. as 
amended (1970 Bnpp.).



51

passed that have application to OCS areas and operations. Specifically, 
the—

Fish and Wildlife Act of 1956."—Establishes the United States 
Fish and Wildlife Service to study, protect and manage tiie fish re 
sources under U.S. jurisdiction.

Geneva Conventions of 1958.11—Provides for a territorial sea of 
three miles, a contiguous zone up to 12 miles, and a continental shelf 
"to a depth of 200 meters or ... to where the depth . . . admits to 
exploration . . ."

National Gas Pipeline Safety Act of 1968.1*—Establishes require 
ments for the placing of pipelines.

National Environmental Policy Act of I960.13—Provides require 
ments through regulations for draft environmental impact statements, 
hearings, and final environmental impact statements as to areas of 
leasing and actual leases.

Occupational Safety and Health A ct of J970.14—Requires employers, 
including those engaged in OCS development activities, to provide a 
safe working environment for all employees.

Federal Water Pollution Control Amendments of .707#.ls~X«imits 
and controls the discharge of oil or hazardous substances into or upon 
the navigable waters.

Marine Protection, Research and Sanctuaries Act of 1972.™—Au 
thorizes the designation of marine sanctuaries which may extend to 
the outer limit of the continental shelf.

Coastal Zone Management Act of J972.17—Provides federal assist 
ance to coastal states to enable them to develop and administer their 
own coastal management programs.

Deepwater Port Act of 1974.1*—Provides for the regulation of the 
location, ownership, construction, and operation of deepwater ports 
beyond the territorial limits of the United States.
The Federal Function

The administration of the oil and gas resources on the OCS is pri 
marily conducted, pursuant to the Outer Continental Shelf Lands Act, 
by the Department of the Interior. However, from the authorities 
granted by the legislation cited above and other statutes, a number of 
Federal agencies nave responsibilities in OCS resource development.

Department of the Interim'.—The Secretary is authorized to grant 
oil and gas leases on OCS tracts not exceeding 5,760 acres (three miles 
by three miles) for a period of five years and for as long thereafter 
as further activity is approved or production occurs. The Department 
is advised by the OCS Environmental Studies Advisory Committee, 
the OCS Advisory Board, and the National Petroleum Council.

Within the Department of the Interior, the Bureau of Land Man 
agement (BLM) administers the leasing provisions of the OCc\LA.

"Act of August 8. 1956. 70 Stat. 1119. an amended. 16 U.S.C. 742(a) et teg.
» Convention with Territorial Sea and the Contiguous Zone, U.N. Doc. A/Conf. 13/L.52, 

TJ.A.S. 3039; Convention on the Continental Shelf, U.K. Doc. A/Conf. 13/L.55, T.I.A.S. ooTS.
» P.L. 90-481. 82 Stat. 720, 49 U.S.C.'1071 et teg.
11 P.L. 91-190. 83 Stat. 854. 42 U.S.C. 4321 et teg.
" P.L. 91-596. 84 Stat. 1590. 20 U.S.C. 651 et teg.
* P.L. 02-500, 86 Stat. 816. 33 U.S.C. 1251 et teg.
»« P.L. 92-522. 86 Stat. 1028-1046.16U8.C. 1381.1362.1371-84.1401-7.
« P.L. 89-545. ntt added P.L. 92-583. 86 Stat. 1281,10 U.S.C. W51 et »eq.
»* P.L. 93-627, 88 Stat. 2140. 33 U.S.C. 1501 et »eg.
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BLM, fa) receives nominations and selects tracts to be included in a lease sale; (b) prepares an environmental impact statement for each sale; (c) makes an economic, engineering and geological evaluation of tracts to be sold: (d) receives the bids and determines whether leases should be awarded to the highest bidders on individual tracts; (e) receives revenues from lease sales; and (f) grants rights of way for 
pipelines to transport oil and gas from OCS leases to shore.

The U.S. Geological Survey (USGS) has the primary responsibil 
ity within the Department for overseeing the development of a tract once it has been leased. USGS, (a} through its area supervisors and in consultation with the petroleum mdjistry, issues detailed regulations 
in the form of OCS orders and notices covering operational safety; (b) enforces OCS orders and notices; (c) issues geophysical and geo 
logical exploration permits; (d) approves post-lease exploration and development plans, including the issuing of permits for lx>th explora 
tory and development drilling; (c) approves pipelines as part of field 
development; and (f) collects royalties (which arc deposited in the 
general treasury).

Finally, the thS. Fish and Wildlife Service in Interior has a broad mandate to study, protect, and manage fish and wildlife resources and 
promote maximum use and enjoyment of wildlife resources compatible 
with their perpetuity.

Department of Commerce.—The National Oceanic and Atmospheric 
Administration (NOAA), within the Commerce Department, has several relevant OCS-relatcd responsibilities.

The Coastal Zone Management Act of 1J)72 authorizes the Secre 
tary of Commerce to provide grants-5n-aid to coastal states to en courage the establishment of management programs for uses of land and water in coastal areas, and to require consistency of federal pro 
grams with approved state plans.

The Marine Protection, Research and Sanctuaries Act of 1972 authorizes the Secretary of Commerce, after consultation with the heads of other interested agencies and the approval of the President, 
to designate areas extending seaward us far as the outer edges'of the OCS as marine sanctuaries for preservation or restoration for their 
conservation, recreational, ecological or esthetic values.

The National Marine Fisheries Service is concerned with all poten tial impacts on living marina resources and reviews draft ana final 
environmental impact statements. Its responsibilities for commercial fisheries necessitates a deep interest in the impact of OCS operations.The National Ocean Survey studies tides, currents and 'other en vironmental features which affect location and design of offshore 
structures. Its geodetic work and navigation charts also have appli cation to OCS operations.

The. Environmental Protection Agency.—EPA's role in OCS activ 
ities involve its being the lead agency in all National Environmental Protection Act studies and reviews "and in having the authority to set and enforce discharge levels of pollutants. EPA's air pollution 
controls could have a major impact on onshore facilities such as refineries.



53
The Department, of Transportation.—The Coast Guard, located 

within the Department of Transportation, has several OCS responsi 
bilities including, (a) insuring that structures on the OCS arc prop 
erly marked to protect navigation; (b) establishing and enforcing 
safety regulations for OCS structures; (c) inspecting and identify 
ing floating drilling rigs; (d) maintaining surveillance for oil spilled 
or discharged into the \vatcrs over or immediately adjacent to the 
OCS; and (e) coordinating the National Oil and Hazardous Sub 
stance Pollution Contingency Plan.

The Office of Pipeline Safety, in the Transportation Department, 
has responsibility for the safety of pipelines, including establishing 
design criteria.

The Department of Defenne.—The OCSLA and the 1809 Riven and 
Harlwrs Act charge the Secretary of the Army with responsibility for 
preventing obstructions to navigation. The Corps of Engineers re 
quires that a permit be obtained before an oil or gas structure may 
be placed on the OCS.

The Department of Labor and the Department of Health, Educa 
tion, and welfare.—Both departments have responsibilities under the 
Occupational Safety and Health Act of 1970. HEW makes evaluations 
of working conditions and provides technical assistance to employers. 
The Labor Department is responsible for establishing and enforcing 
interim and some final rules established to provide employees with a 
safe working environment.

Federal Power Commission.—The FPC has jurisdiction over com 
mon carrier pipelines. It has broad discretionary powers over the 
approval, design, and economics of common carrier gas pipelines, and 
it sets the wellhead price of OCS gas. It also issues certificates of.pub- 
lic convenience and necessity required for gas pipeline construction.

The Federal Maritime Gomm'mion.—The Federal Water Pollution 
Control Act Amendments of 1972 requires the Federal Maritime Com 
mission to determine the financial responsibility of oil shippers operat 
ing in the oceans adjacent to the U.S. Although most oil produced on 
the OCS is brought ashore by pipeline, this provision would apply to 
oil or gas brought ashore by barge or tanker.

The Federal Energy Administration.—FEA has been given the 
directive to insure that the supply of energy will be sufficient to meet 
demands. In energy shortages, FEA will establish priority needs. 
Among its functions is the development of a strategy for self-suffi 
ciency in energy supplies. Its Office of Energy Resource Development 
is responsible for energy facility siting, construction and licensing.
Steps Involved /n the OCS Leasing Process

The time required to reach initial production and peak production 
of OCS oil and gas is dependent on a number of factors. The XJSGS 
lias estimated that the total time required after a lease sale to achieve 
initial production would Ixs in the range of 4 to U years and to attain 
peak production would be in the range of 7 to 14 years.

Tile suigw leading up to an OCS lease sale, as outlined by the 
USGS, are as follows:
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STEPS

1. Request for Tract Nomina 
tion,—By way of publication in 
the Federal Register, industry, 
the States, and the general public 
are asked to designate tracts in a 
broad offshore region they think 
should or should not be offered 
for lease.

2. Selection of General Area* 
for Inclusion in a- Lea$e Sched 
ule.—Information received in 
tract nominations is used to make 
a tentative selection of tracts to 
lie considered in a proposed lease 
sale. Before making these selec 
tions, information is provided 
to adjacent states as to relative 
interest expressed in the area 
proposed for sale.

3. Draft Environmental Im<- 
pact Statement.—A draft state 
ment is prepared that includes 
much information as a descrip 
tion of the lease proposal, a de 
scription of the offshore and 
nearby onshore environment, a 
detailed tract-by-tract analysis 
on possible adverse impacts, miti 
gating measures, alternative pro 
posals, technology necessary for 
exploration, development, and 
production from the. proposed 
sale, as well as possible onshore 
socio-economic impacts.

4. PuWfc Hearing*.—No ear 
lier than 30 days after publica 
tion of the draft environmental 
statement, a public hearing is 
held in the vicinity of the pro 
posed sale. Notice of the hearings 
is published in the Federal Reg 
ister, and a news release is is 
sued. Environmental organiza 
tions the academic community, 
government representatives, in 
dustry, and the general public 
are invited to testify orally or 
in writing.

"TOM INVOLVED

Request is published about 15 
months prior to target date for 
any proposed OCS lease sale. 
Time given for tract nominations 
is about 60 to 90 days.

Selection of tentative tracts 
and notification takes about 60 to 
00 days. Factors underlying se 
lection include initial assess 
ments of oil and gas potential, en 
vironmental resources that might 
be affected, availability of tech 
nology, proximity to markers, 
etc.

Preparation of the draft en 
vironmental statement takes 
about 3 to 5 months. When ready, 
it is made available for public 
review; a notice of availability 
is published in the Federal Reg 
ister and a news release is issued 
accordingly.

The public hearings are held 
usually, over a 2 to 4 day period. 
A period of at least 45 qays is 
then provided during which all 
comments can be received and 
studied.
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5. Final Statement.—A final 
environmental impact statement 
is prepared. This document pro 
vides a basis for deciding wheth 
er or not to hold a sale, to delete 
particular tracts, or to place re 
strictions on specific tracts. The 
final statement is made available 
to the public, with notice of 
availability published in the 
Federal Register and dissemi 
nated by news release.

6. Decision "by the Secretary.— 
The Secretary of the Interior de 
cides whether the proposed sale 
will be held, based on all perti 
nent information available. If 
the decision is that a sale will be 
held, determinations are made 
concerning which tracts will be 
offered, and what the lease terms 
will be.

7. Notice of Sale.—If a deci 
sion is made to hold a sale, a no 
tice is published in the Federal 
Register stating the date, place 
and time that bids are to be 
opened, the tracts to be included 
in the sale, the terms under which 
the sale will be held, and any 
special stipulations that may be 
imposed on particular tracts.

8. Lease Sale. — Typically, 
leases are sold on the basis of a 
cash bonus with a one-sixth fixed 
royalty. The sale is publicly 
opened with a reading of all 
sealed bids. After the public read- 
ingj the bids are checked for tech 
nical and legal adequacy, and 
sufficient bonus, 20 percent of 
which must accompany the bid. 
The Federal government reserves 
the right to reject any or all bids. 
Acceptance or rejection of bids is 
not made until after the post-sale 
evaluation.

Preparation of the final en 
vironmental statement may take 
from 2 to 4 months. During the 
preparation and review of the 
environmental statements, geol 
ogists, geophysicists, and engi 
neers prepare detailed estimates 
of the value of each tract being 
"onsidered for sale.

The Secretary of the Interior 
makes his decision no earlier than 
30 days after the submission of 
the final environmental state 
ment to the Council on Environ 
mental Quality.

The notice of sale is published 
at least 30 days advance notice 
concerning all the particulars.

A period of no more than 30 
days is involved between the lease 
sale and an issuance of a lease to 
a successful bidder.
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0. Oil and Gas Lease Con- An oil and gas lease covers a 

tract.—An oil and gas mineral compact area not exceeding 5,760 
lease grants the right to the acres, and the primary term is 5 
lessee to conduct necessary opera- years, continuing thereafter as 
tions to search for, discover, and long as oil and gas may be pro- 
produce petroleum from OCS duced in paying qualities or ap- 
submerged lands in accordance proved workover operations are 
with environmental and safety conducted, 
regulations. The Federal govern 
ment reserves such rights as: 
leasing of other minerals, rights- 
pf-way, the right to take royalty 
in the amount or value of produc 
tion, and the right to extract 
helium from all gas produced.

«5>,
IV. RECENT OCS DEVELOPMENTS IN THE UNITED STATES

The UnitedStaten Outer Continental Shelf
The total area of the Outer Continental Shelf is approximately 

one-third the size of the United States. However, only a small frac 
tion (12 million acres) has been leased for oil and gas development. 
Practically all of the federal OCS lease tracts which have been sold 
since 1954 are in the Gulf of Mexico, off the coasts of Louisiana and 
Texas. One hundred and eighty-five tracts (988,170 acres) have been 
leased off Southern California, particularly in the Santa Barbara 
Channel area.

With the exception of certain portions of the Gulf of Mexico shelf 
off the shores of Louisiana, Texas, Mississippi, Alabama, and Florida, 
three other segments of the U.S. outer continental shelf comprise so- 
called "frontier" areas where no previous federal oil and gas leasing 
had occurred.

These areas are: the Alaskan continental shelf, consisting of the 
Gulf of Alaska, the Bering Sea, the Chukchi Sea, the Beauford Sea, 
and Prudhoe Bay; the Southern California basins, as well as offshore 
Oregon and Washington: and the Atlantic shelf, including the Georges 
Bank off New England the Baltimore Canyon Trough (off New 
Jersey, Dela\varc and Maryland), the Southeast Georgia Embayment 
from South Carolina to Florida, and the Blake Plateau off northern 
Florida and Georgia.
Oil and Ga9 Potential on the OCS

The precise amount of oil and gas which is recoverable from the 
U.S. continental shelf is unknown. Some sources of hydrocarbons, 
recoverable from known reservoirs under present economic and oper 
ating conditions, are called "demonstrated reserves". With sound geo 
logic and engineering knowledge, predictability about the existence 
and amount of these reserves is reasonably accurate.

Undiscovered recoverable reserves are analyzed through geologic, 
seismic, and other types of exploratory methods. At best, the results 
of such tests yield educated guesses that, within broad probability 
levels, certain quantities of recoverable oil and gas exist. It is only 
when actual drilling occurs that estimates take on greater degrees of 
accuracy.
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Within the last two years, the USGS has been reducing its estimates 
of offshore oil and gas reserves. Table 1 presents the Survey's latest 
published data as of June, li)75:

TABLE 1.-U.S. OFFSHORE OIL AND NATURAL GAS RESERVES AND RESOURCES

DtmonitriUd rtMrvtt Undiieovtrtd rtcovtrabla rwourcij

Gat liquidi
Oil (billions Gat (trillion Oil (billions Gat (trillion (billions of 
ofbarralt) cubic fttt) ofbarrrts) cubic (Mt) barrtU)

Alaska...........................
Pacific... __ . _ .. ____ ....
Gulf of Muico
Atlantic..........................

Total......................

Statistical moan

..... 0.150
1.U6
2.262

3.521

0.14S
453

35 341
•

35 156

3-31
2-5

M

i-SO

26

WO
2-6

11-91
0-22

21-199

107 .....

1.1
.1

1.3
.3

2.1

Note: Unditcoyarod potantial rnourcas of oil, fas, and liquid (i> hiv* bton tttimated to rani* from 95 ptrcant to 5 
porcmt probability for all irtii.

Sourca: U.S. D*partm*nt of th* Inttrior. Gtolo|ical Survty. Th* undiscov*r*d potential r**ourc*s Mtimates art for 
wabtd ar*a to a depth of 200 m*t*rs. Potential ml and fas from In* continmtal slop* and i'
astimates.

I rit* ar* not includod in th*

U.S. Oil and G<u Production From the OCS
The primary source of U.S. offshore oil and gas production comes 

from the Gulf of Mexico. In 1974, the Gulf accounted for approxi 
mately 70 percent of the offshore oil produced and over 95 percent of 
the offshore natural gas produced. Most of this hydrocarbon produc 
tion now comes from the federally-owned Outer Continental Shelf.

TABLE 2. OIL AND CONDENSATE

TOTAL OFFSHORE "STATE" AND "FEDERAL OCS"

(In thousands of barrals|

Prior............
1M4
1955.............
MM....... ......
1»S7.............
1951
1959.............
19(0
19(1
19(2
19(3.... .........
1964
19(5
19(6
19(7.............
19(1.............
19(9
1970.............
1971.............
1972.............
1973.............
1974.............

I

Barrtto

...... 54,903

...... 15.926

...... 25,731

...... 40,906

...... 52,135

...... S7.MI

...... 72.793

...... H.122

...... 103. 1S7

...... 126. Ml

...... 149,017

...... 173.709

...... 199.293

...... 243.MO

...... 214.033

...... 329.922

...... 365.691

...... 391.371

...... 444.363

...... 452.514

...... 429.465

...... 319,260

.ouisiana
ftrcmt

State

91
79
74
73
70
57
51
44
3t
29
30
29
27
23
23
20
11
16
13
14
13
12

OCS

2 ...
21
26
27
30
43
49
56
62
71
70
71
73
77
77n
*2
14
17
16
12
M

Barrtls

10
156
140
256
470
491
567
292
903
669
571
557

1,246
3,400
3400
3 109
3046
2*5
3,035
2,215
1,969

TIMS
Ptrcmt

State

100
M
90
)|

100 .....
100 .....
100 .....
100 .....
100
92
91
91
21
16
9

11
26
42
43
29
26

OCS

I
10
2

S
1
1

71
14
91
19
74
51
57
71
74

Total............ 4,497,360 23 77 21,272 37 63

Swrea: U.S. Gtowtka! Sumy. JUM, 1975 Harris, Walter M., Hpar, Sharon K., McFarten*, Brut* E.. "Outer 
C««tiMMal SIMM Statistics."



58
TAKE 3. GAS

TOTAL OFFSHORE "STATE" AND "FEDERAL OCS" 
|lnmWi<m»ofcuWcfHtt

Prior.. .........
IM4............
1*55............
1156.............
1*57
1IM
1IH............momi............
1*62............
1113
H64............
1*65............
M66...... ......
H67............
1161\m......".'".
1170............
1171............
1172............
1173............
1*74............

L

tiitUfMt* nf
cubic feet

....... J1.67S

....... 11325

....... 121,271

....... 136,527

....... 160,472
233 M7

....... 32J.260
401,316

....... 451,461
SM 361

....... 706,545

....... 713,474

....... 171124

....... 1.265.IM

....... 1,655,223

....... 2,057.211

....... 2,471.745
2 600 104

....... 3.'21»,200

....... 3,410131

....... 3.614.M2
3 171 164

MlillMI

Ptrcent
State

71
31
33
3)
4»
45
37
33
31
23
20
21
26
24
34
31
26
11
11
17
15
14

OCS

fr
M
67
61
SI
55
63
67
W
77
10
7»
74
76
(C
6$
74
It
12
13
IS
K

ftilttlMM ^

cubic feet

3 440i'iio
6, NO

13,765
24, MO
24 060
3(j'MO
13,760
41,210
30 MO30' MO
27! 520
S»,25»

127,473
154,631
240,212
264,420
317,245
156,772
250 331
254' 331'

TMM
Percent

SMe

100
100
100
100
100
100
100
100
100
100
100
100
29
22
21
47
SO
67
6

41
37

OCS

71
71
71
53
50
33
M
SI
63

Total............ 2J.415.047 22 71 2,14$, 253 4» 51

SMITM: UA Geeieticil Surety, op. dt

Of all domestic oil and gas produced, some 17 percent now comes 
from the continental shelf. However, the prospects are that the U.S. 
continental shelf can be the largest domestic source of oil and gas 
between now and the 1990's."

Onshore reserves, although perhaps larger in total than our OCS 
• resources, are now being discovered in increasingly smaller struc 
tures—structures which are more expensive and slower to produce 
than the larger ones discovered in.the early 20th Century. For example, 
in the last five years, of the 38,000 onshore wells which have been 
drilled in the continental United States, only five fields of over 100 
million barrels of oil have been discovered.

In contrast, latest USGS data indicate the possibility that OCS 
oil and gas reserves may be found in large structures which can be 
translated into expeditious production sooner than in fields onshore. 
Some studies estimate that offshore oil and gas may comprise as much 
as one-fourth to one-third of the total U.S. oil production by 1985.
Emerging Ittuea in U.S. Ofithore Oil and Got Development OCS 

Activity: After Santa Barbara
Offshore drilling for oil and gas has been occurring since the begin 

ning of this century. But for decades, it was carried out in relatively 
shallow state waters. As technology advanced, deeper depths could 
be penetrated and the search for petroleum hydrocarbons in the oceans 
moved farther out from shore.

» For a detailed dlseuidlon of the studies which hare led to this conclusion, t«e "Effect* 
of Offshore Oil and Natural da* DeTelopuent on the Coastal Zone," of. cit., particularly 
Chapter 1.
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incut conducted 23 OCS oil and gas lease sales. A total of 1,417 tracts 
covering 0,411,026 acres were sold for purposes of exploration and 
development.

Essentially, the OCS process was subject to little national scrutiny, 
although localized impact, particularly in the coastal states bordering 
the Gulf of Mexico, was thcsubject of some concern.

A major change occurred when an OCS drilling project in the Santa 
Barbara Channel was the scene of a major blowout in January, 1909. 
The resulting oil spill damage to the ecology of the Channel raised the 
OCS issue to national attention.

The following chronology covers the period from the Santa Bar 
bara incident to the present. It highlights only selected, although ma 
jor, OCS events.
Chronology of Selected Recent OCS Events, 1969-76

January 28,1969.—\ blowout from offshore oil drilling in Santa 
Barbara Channel resulted in the largest oil spill in United States 
history.

February 5, 1969.—The Coast Guard announced that the federal 
government had taken control of the oil containment and clean-up 
operations in the Santa Barbara Channel.

February 18,1969.—Secretary of the Interior Walter Hickel held 
the oil companies responsible for cleaning up any pollution resulting 
from offshore drilling operations, even if there, was no^roof that the 
companies were at fault.

February 19, 1969.—The State of California announced that it 
would sue the federal government, Union Oil Company, and three 
other companies for $1.06 billion for damage caused by oil leaks from 
offshore wells.

September 17, 1969.—The Department of the Interior issued new 
regulations-pertaining to mineral leasing on the OCS (Circular 2264).

jw\e 1971.—The Secretary of the Interior first promulgated a tenta 
tive five-year OCS leasing schedule.

November 8,1971.—A group of 60 Congressmen representing East 
ern states sent a letter to the Secretary of the Interior demanding a 
halt to the Department's plans to lease offshore drilling sites along 
the Atlantic coast.

January 1972.—An injunction against a lease sale offshore Loui 
siana was upheld by the U.S. District Court of Appeals on the grounds 
that the Department of the Interior failed to consider adequately the 
alternative sources of fuel in preparing its environmental impact 
statement (EIS) required under the National Environmental Policy 
Act.

January 1L 1972.—Secretary of the Interior Rogers C. B. Alorton 
assured representatives of fourteen East Coast states that they would 
have a role in OCS decision-making. He also said that "at the earliest, 
even if the legal and environmental hurdles were crossed, it would be 
seven to ten years before we could get significant production from 
the Atlantic Outer Continental Shelf, if indeed, oil exists there. We 
do not know if it does."

70-SII O - It ' S
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March 22,1972.—The Department of the Interior announced plans 

to conduct geological surveys and bottom sampling along the Atlantic 
OCS north of Cape Hatteras in the coining summer.

March 27,1972.—Officials from Massachusetts, New York, Connecti 
cut, Rhode Island, Maine, and New Hampshire scheduled a meeting in 
Washington, D.C. with their Congressional representatives and In 
terior Secretary Morton to halt plans for core drilling and other 
geological investigations by the U.S. Geological Survey on the Atlantic 
Shelf.

April 18,1073.—President Nixon announced that the OCS leasing 
rate would be increased from one million acres per year to three million 
acres per year, and that the five-year tentative leasing schedule would 
be revised to reflect this acceleration.

April IS, 1973.—President Nixon directed the Council on Environ 
mental Quality to study the environmental impact of oil and gas pro 
duction on the Atlantic and Gulf of Alaska OCS.

July 1,1973.—The Interior Department announced its decision to 
postpone planned geological and geophysical investigations in the 
Atlantic OCS off New England, while allowing the continuation of 
similar work in the Gulf of Alaska and adjacent Lower Cook Inlet.

July 10,1973.—The Bureau of Land Management issued a proposed 
schedule of provisional OCS leasing, from 1973 to the end of F Y 1978.

September 12,1973.—The CEQ opened public liearings on drilling 
for oil and gas off the East Coast.

December, 1973.—The Bureau of Land Management (BLM) opened 
an Atlantic OCS in New York City.

December 14, 1973.—The Sierra Club, two Florida Congressmen, 
and other environmental groups filed suit to block a federal lease sale 
off the shores of Mississippi, Florida, and Alabama. A Federal District 
Court in Tampa ruled that the Sierra Club did not show sufficient 
cause to hold up the sale and refused to grant the requested injunction.

December 20,1973.—The Department of the Interior received close 
to $1.5 billion in bids at the federal lease sale of tracts off of Florida, 
Mississippi, and Alabama.

January 23,1974.—The President directed that OCS leasing be fur 
ther accelerated and that ten million acres be leased in 1975.

February 20, 1974>—T\\Q Department of the Interior published in 
the Federal Register a request for comment on 17 potential OCS oil 
and gas leasing areas. The responses ranked the areas of greatest poten 
tial as the Gulf of Alaska, the Central Gulf of Mexico, and the Beau- 
ford Sea respectively. Four companies ranked areas according to which 
frontier areas they would prefer to have leased first. In order of leasing 
priority, these areas were the mid-Atlantic, the Gulf of Alaska, and 
Cook Inlet.

March, 1974.—The Secretary of the Interior created the OCS Re 
search Management Advisory Board (recently redesignated as the 
OCS Environmental Studies Advisory Committee). This group ad 
vises the Secretary on the planning and implementation of BLM's 
environmental program, including baseline and monitoring studies 
and is composed of state and federal representatives.

April %3-May 3. 1974.—The Senate Committee on Commerce held 
hearings on OCS oil and gas development pursuant to S. Res. 222.



61
May, 1074.—The U.S. Geological Survey (USGS) released a final 

environmental statement on proposed oil and gas development in the 
Santa Barbara Channel.

May 1,1074.—The Department of the Interior promulgated OCS 
Order #11 for development of certain tracts in the Gulf 01 Mexico.

May 21,1974.—The Senate Committee on Commerce, Subcommittee 
on Oceans and Atmosphere, held additional hearings pursuant to S. 
Res. 222 on OCS development.

July 16-23,1974'—The Senate Committee on Interior and Insular 
Affairs held hearings on S. 3221, a bill to amend the Outer Continental 
Shelf Lands Act of 1953.

Augutt 5, 1974'—The Senate Commerce Committee held hearings 
in Boston on OCS oil and gas development.

• September 18, Jff74.—rfb* Senate passed, on a 64-23 vote, S. 3221, a 
bill which provided for the orderly development of oil and gas on the 
OCS.

October 1, 1974*—The USGS published a notice of intention to 
develop operating orders prior to the commencement of drilling or 
producing in the Atlantic.

October 7,1974'—The Senate Judiciary Subcommittee on Adminis 
trative Practice and Procedure was told, in testimony given by Con 
gressman John D. Dingell of Michigan, that the possibility of the In 
terior Department dealing with a ten million acre OCS leasing pro 
gram was "appalling". Mr. Dingell noted that the investigation con 
ducted by his House Small Business Subcommittee on the Activities 
of Regulatory Agencies indicated that Interior was unable to assure 
"that the government received fair value for tlie (OCS) tracts it 
leases, that the government knows the amount of the reserves under 
lying the leases, or that the government is capable of administering 
and supervising operations on leases once they are let."

October 9,1974'—Senator John V. Tunney of California introduced 
S. Res. 426, which would delay the Interior Department's intention to 
lease ten million acres in 1975 until the coastal states have completed 
or "made reasonable progress" toward the completion of their coastal 
zone management programs.

October 16, 1974'—The Department of the Interior conducted an 
experimental lease sale in New Orleans, in which the sale of certain 
tracts was based on royalties the government would receive from 
production.

October 18,1974'—The Interior Department issued a draft environ 
mental impact statement on the proposed ten million acre OCS leas 
ing program.

•November 13,1974'—President Ford met with 18 coastal state gov 
ernors or their representatives to discuss the urgency of "stepping-up" 
U.S. development of offshore energy resources. Several Departmental 
heads also participated.

November 13,1974.—The Interior Department issued a revised OCS 
lease schedule through 1078. The schedule included five areas in the 
Atlantic, six offshore Alaska, and others in the Gulf of Mexico and 
offshore California.

November 14,1974.—Interior Secretary Morton, who was also serv 
ing as Chairman of the Administration's Energy Resources Council,
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told a meeting of coastal states governors that "expeditious develop 
ment of the Outer Continental Shelf is the keystone to meeting tiie 
Nation's energy needs in the late 1970's and li)80's."

December 11,1074.—The USGS issued new OCS orders requiring 
all geological and geophysical permits to require the permittee to 
furnish new and processed data upon the request of the USGS Super 
visor.

December 17,1974.—The Interior Department issued a call for nom 
inations and comments on a possible OCS sale of 20.6 million acres in 
the southeastern part of the Bering Sea, off Alaska.

January-Febrmnj, 1075.—A series of meetings and conferences 
were held along the East Const by coastal state governors and guber 
natorial representatives to discuss, at least in part, the OCS issue. 
Statements and resolutions were promulgated by the Atlantic coastal 
state governors, the New England Governors of the New England 
Regional Commission, and the National Governors Conference, among 
others. The positions of the states generally called for greater partici 
pation for adjacent coastal states and communities in the Interior De 
partment OCS decision-making, state and local access to more geo 
logical and geophysical data on oil and gas resources lying off their 
shores, a separation of exploration and development stages to access 
the potential impact of OCS activity onshore, and a sharing of federal 
OCS revenues or a provision of federal assistance to aid states to plan 
for and to ameliorate the negative effects of OCS activity.

January 15,1075.—President Ford issued his State of the Union 
message in which he set forth national energy goals to "reduce oil 
imports by one million barrels of oil per day, to end vulnerability to 
economic disruption by foreign suppliers by 1986, and to ... have 
the ability to supply a significant share of the energy needs of the 
free world by the end of the century."

January 15,1075.—Senator Ted Stevens of Alaska introduced S. 130, 
a bill which would distribute a portion of OCS ro.venues to states.

February, 1075.—The House Committee on Interior and Insular 
Affairs, Sul>committee on Public Lands, held hearings to determine 
whether or not the United States is getting maximum gas production 
from wells on public lands, including the OCS.

February, 1075.—The Interior Department conducted OCS lease 
sale #37 in South Texas. 626,585 acres were leased, and the total 
amount"bf the high bids accepted by the Department was $274,690,956.

February, 1075.—The Interior'Department extended, then later 
withdrew, an invitation to bid on OCS tracts off the Atlantic Coast. 
The Department promised the coastal states that it would wait until 
after a Supreme Court decision on ownership of offshore mineral re 
sources ( U.S. v. Maine) .

Felmiarii 3.1075.—-The. Administration asked Congress for an extra 
$3 million in supplementary funds for the Coastal Zone Management 
program. The money is to be granted to states for OCS-related plan 
ning efforts in conjunction with their coastal management work 
underway.

February G, 1975.-—T\\Q Interior Department held hearings in 
Beverly Hills, California, concerning their proposal to lease 1.6 million 
acres off the California coast. The testimony -was generally against 
the proposal.
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February 10, 1975.—Two counties and five towns on New York's 
Long Island sued the Interior Department to block its plans to sell 
ten million acres of offshore tracts for oil and gas development.

February 21, 1975.—A draft environmental impact statement on the 
proposed 1.6 million acre California lease sale is released by the 
Interior Department for public review.

February 21, 1975.—New regulations were issued by the Interior 
Department which bar joint bidding among companies producing 
more than 1.6 million barrels.

February 24,1975.—The United States Supreme Court began hear 
ing argument on the cases related to the claims of states to the OCS 
(U.S. v. Maine).

March. 14,1975.—The Senate Interior Committee began joint hear 
ings with the Commerce Committee's National Ocean Policy Study 
on OCS development.

March. 26,1975.—The Interior Department called for nominations 
of offshore tracts in the mid-Atlantic area.

April 1975.—The Interior Department proposed new regulations 
defining policies, procedures and requirements for geological and

sovereign rights to the resources of the seabed and subsoil of the 
Atlantic Ocean seaward of the three-mile limit.

April 21,1975.—The House Appropriations Committee began hear 
ings on OCS leasing.

April 22, W75.—'£\iQ House adopted H. Res. 412, which established 
the Ad Hoc Select Committee on the Outer Continental Shelf. The 
Select Committee is comprised of members from the House Merchant 
Marine and Fisheries, Judiciary, and Interior and Insular Affaire 
Committees. Congressman Jolin M. Murphy of New York was ap 
pointed Chairman. H.R. 6218 was referred to the Committee.

May 1975.—The Interior Department held lease sale #38. Tracts 
in the Central Gulf of Mexico, off Texas and Louisiana, totalling 
406,942 acres were sold. High bids which totaled $232,916,050 were 
accepted by the Department of the Interior.

June 7, 1975.—The House Ad Hoc Select Committee on the OCS 
held its first public hearings in New Orleans.

June 9,1975.—The House Select Committee was briefed ou various 
aspects of OCS oil and gas development by the Congressional Research 
Service of the Library of Congress, the Office of Technology Assess 
ment, the General Accounting Office, and the staffs of the National 
Ocean Policy Study and the Interior and Insular Affairs Committee 
of the Senate.

June 11,1975.—The Interior Department announced that 20 oil and 
gas companies requested permission to tap petroleum and natural gas 
reserves from the Baltimore Canyon structure off New Jersey, New 
York, Delaware and Maryland.

June 17,1975.—The House Select Committee began three days of 
hearings in Washington, D.C.

June 27,1975.—The House Select Committee left for a seven-day 
investigative trip to England, Scotland, and Norway for briefings 
on the offshore drilling experience in the North Sea.
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July 9,1975.—The Interior Department extended the public com 
ment period on the Santa Barbara Channel draft environmental 
impact statement from July 31 to September 1, 1975.

July 1975.—The Interior Department held OCS lease sale #38a 
in the Central Gulf of Mexico. 336.301 acres off the coasts of Texas 
and Louisiana were leased with a high bid total of $163,214,006.

July 16,1975.—The Senate passed S. 586 by a 73-15 vote. The bill 
would make substantial amendments to the Coastal Zone Management 
Act of 1972, including the establishment of an impact fund to assist 
coastal states to plan lor and ameliorate the adverse effects of energy 
activities in the coastal zone.

July 17,1075.—The Senate Interior and Insular Affairs Committee 
reported out favorably S. 521, a bill to amend the Outer Continental 
Shelf Lands Act of 1953.

July 18,1975.—The House Select Committee began two days of hear 
ings in New York City to discuss the exploration and development of 
the Baltimore Canyon trough and the impact of that activity on 
North Atlantic coastal states and communities.

July 25-26. 1975.—The House Selpct Committee hold hearings in 
Ocean City. New Jersey and Philadelphia, Pennsylvania.

July SO', 1975—-The Senate passed S. 521 on a 67-19 vote.
Augwt 1975.—The California state lesrisalture passed, and the Gov 

ernor signed into law. a ban on the laying of any pipelines across state 
waters to onshore facilities. The restriction extends to 1078 or unt.il the 
state adopts a long-term coastal plan which is being developed by a 
state commission.

Augu*t 2, 1975.—The House Select Committee began a seven-da.v 
schedule of public hearings and investigatory trips to California anct 
Alaska. Hearings were held in Los Angeles, and in San Francisco, in 
California, and Yakutat, Cordova. and Anchorage, in Alaska. Field 
investigations were conducted in the Santn Barbara Channel, the Cook 
Inlet area near Kenai. Alaska, and the North Slope oil pipeline and 
facilities in Prudhoe Bay, Alaska. '

September 12-13, 1975.—The House Select Committee began two 
clays of hearings in New London. Connecticut, and Boston on the im 
pact from potential exploration and development of the Georges Bank 
area off New England.

September 26,1975.—The Interior Department prepared a final en 
vironmental impact statement for the proposed program to accelerate 
oil and gas leasing.

September 26, 1975.—The House Select Committee held a public 
Rearing in Ocean City, Maryland.

October 1975.—The Interior Department approved an accelerated 
offshore oil and gas leasing plan. The Department opened the way for 
six lease sales through 1978, including at least one each in the Atlantic, 
Pacific and Alaskaii frontier areas.

October /. 1976.—The Interior Department established nn OCS Ad 
visory Board with members from the coastal states, the private sector, 
and the federal government. The purpose of the. Board is to advise 
the Department on nil aspects of exploration and development of OCS 
resources.

October 1< 1975.—The Interior Department published the final reg 
ulations banning joint bidding among the largest oil companies which
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produce more than 1.6 million barrels of oil and natural gas equivalent 
per day.

October 15,1975.—The California Coastal Zone Conservation Com 
mission held up an oil company permit to drill 17 new wells in state 
waters within the three-mile limit at Santa Barbara. The Commission 
noted that the proposed onshore facilities were unacceptable.

October 31,1975,—The Interior Department issued a call for nom 
inations for offshore tracts in the western Gulf of Alaska.

November 1975.—The Interior Department approved the first At 
lantic offshore stratigraphic tests.

November 4, 1975.—The Interior Department published final reg 
ulations providing for new procedures for state governmental partic 
ipation in OCS decisions, including a sixty-dav review and comment 
period on the lease development plan submitted by industry.

November 13,1075.—The House Select Committee began three days 
of hearings in Washington, D.C. These hearings concluded the Com 
mittee's public hearing schedule on H.R. 6218.

November 17, 1975.—The USGS revised OCS Order No. 2 in the 
Federal Register to update requirements for drilling procedures on the 
OCS in the Pacific area. The order included requirements for well cas 
ing and cemeting, blowout prevention, mud program supervision and 
training, directional surveys, hydrogen sulfide, etc.

November 17,1.975—The United States District Court in Los An- 
celes rejected a suit brought by the State of California to delay the 
Interior Department's planned OCS sale off the southern part of the 
state.

December 5, 1975.—The United States District Court in Washing 
ton, D.C. turned down a request for an injunction to halt the Interior 
Department's proposed OCS Sale #35 off Southern California. The 
suit was brought by the State of California and a coalition of the 
state's cities and counties.

December 10, 1075.—The Interior Department released a draft En 
vironmental Impact Statement for proposed OCS sale #40 off the 
Mid-Atlantic Coast in the Baltimore Canyon Trough area.

December 11,1075.—The Interior Department held OCS lease sale 
=£35. 310,019 acres were sold off the coast of Southern California with 
the high bids totaling $417,312,000. As an experiment, three of the 
tracts were sold with a fixed royalty of 33% percent—double the 
normal rate.

December S3,1075.—The Administrator of the Environmental Pro 
tection Agency (EPA), Russell E. Train, recommended to the Interior 
Department that it postpone indefinitely its scheduled OCS sale of 
tracts in the northern Gulf of Alaska. Train cited environmental 
uncertainties and the need for additional study in his letter to the 
Secretary of the Interior.

January 23, 1976.—The Chairman of the White House Council on 
Environmental Quality, Russell W. Peterson, asked the Interior De 
partment to delay its scheduled OCS sale of tracts in the northern 
Gulf of Alaska.

January 23* 1976.—The Interior Department announced an amend 
ment to the joint bidding ban previously promulgated. Under the 
amendment, major companies may be exempted from the restriction in 
frontier high risk, or high cost areas.



January £7, 1976.—Public hearings were held in Atlantic City, New 
Jersey on the draft Environmental Impact Statement for the proposed 
OCS lease sale of tracts in the Mid-Atlantic Baltimore Canyon area.

February 1976—A consortium of oil companies began a $9 million 
program of stratigraphic testing in the Baltimore Canyon and Georges 
Bank areas off the Atlantic coast.

February $, 1070.—By a 36-0 vote, the House Merchant Marine and 
Fisheries Committee reported out favorably II.R. 3081 (H. Rep. 94- 
878). The bill, prepared by the Oceanography Subcommittee, chaired 
by Representative John M. Murphy of New York, amends the Coastal 
Zone Management Act of 1972, including the creation of a $1.5 billion 
Coastal Energy Activity Impact program to provide federal assist 
ance to coastal states impacted by OCS and otner coastal-related en 
ergy activities. The comparable Sena'te legislation is S. 586.

February J8, 1976.—Secretary of the Interior Thomas S. Kleppc 
announced the decision to move ahead with the northern Gulf of 
Alaska OCS sale, but reduced the area to Ixs offered for sale from 
1.8 million to 1.1 million acres. The Secretary noted that the tracts 
removed were those determined to be most environmentally or geologi 
cally hazardous.

February 18,1976.—The Interior Department conducted OCS lease 
sale #41. Thirty-four tracts offshore Louisiana and Texas in the Gulf 
of Mexico were sold for accepted high bids totalling $175.976,493.

February JO, 1976.—The House Judiciary Committee held hearings 
on the OCS joint bidding ban.

March 2, 1976.—The Interior Department announced the availa 
bility of a list of 152 tracts totalling 865,364 acres which arc being 
considered for a possible OCS lease in Alaska's lower Cook Inlet.

March .?, 1976.—Because of restrictions placed on its proposed on 
shore facilities by the California Coastal Zone Conservation Commis 
sion, Exxon Corporation declared its intention to conduct its Santa 
Barbara OCS extraction and shipping operations outside state waters. 
The. Interior Department indicated that it would not withdraw its 
approval of the (Exxon) offshore terminal.

March L J976.—The House Select Committee began mark-up of 
H.R. 6218.

March o t ,1976.—The Interior Department announced the publica 
tion of the final Environmental Impact Statement on possible OCS 
development in the Santa Barbara Channel under existing law.

March 11, 7d/&—The House passed H.R. 3981, the Coastal Zone 
Management Act Amendments, by a 370-14 vote.

M'arch J€l J976.—The Interior'Department announced that a list of 
299 tracts had lx»en tentatively selected for consideration in proposed 
OCS sale #45. The tracts, totalling 1.6 million acres, are located in 
the southeastern Bering Sea area offshore Alaska.

March 16* 1976.—The Interior TVpnrtment asked for industry nomi 
nations of tracts for proposed OCS sale #47 in the Gulf of Mexico.

March 22l 1976.—The Senate disagreed with the House version of 
the Coastal Zone Management Act Amendments (H.R. 3981), re 
quested a conference, and appointed Senate Conferees.

March 83, /07#.—The House" insisted on its amendments to S. 586 
and ap|K)inted its Conferees.
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April <?, IffiG.—A request for an injunction to block the scheduled 
OCS lease sale #39 in the northern Gulf of Alaska was denied in 
the -U.S. District Court. The suit had been brought by the State of 
Alaska and the City of Yakutat.

April 13, JOtO.—The House Select Committee completed mark-up on 
U.K. 6218 and favorably reported the bill for House consideration. 
•April 7#, 1976.—The Interior Department conducted OCS lease 

sale #39 in which 81 of 180 tracts offered in the northern Gulf of 
Alaska were sold for high bids totalling $571.8 million.
OCS K-ntryy Resource Development in a Setting of Conflict

If the Santa Barbara oil spill raised the level of environmental 
consciousness about OCS operations, the shortfall of domestic energy 
production and the Arab oil embargo of 1973 had an equally dramatic 
impact. The potential oil nnd gas resources on the OCS could, to some 
undetermined extent, reduce the country's dependence on foreign 
energy supplies and thus its economic vulnerability in relation to the 
OPEC natio.is.

Both trains of thought—environmental protection and the accelera 
tion of OCS oil and gas development—competed for primary ranking 
in the list of national priorities. President Nixon called for stepping 
up the OCS lease sale schedule while, at the same time, environmental 
and citizen organizations, commercial and recreational fishing inter 
ests, and other groups, expressed public concern over the possible 
effects of the proposed rapid development.

Intermixed in this debate were new dimensions of federal/state re 
lations, the genesis for which was President Nixon's theory of New 
Federalism. State and local governments argued that it was their 
beaches, estuaries, and other shoreline areas which could be severely 
damaged by an OCS-related spill. It was their onshore coastal lands 
which would be the situs for the necessary support facilities. It was 
their coastal communities which would experience possible "boom 
town" effects from the offshore development. Yet, this was a federal 
decision and a federally-administered process over which the states 
had little, if any, control, and from which the states received no 
financial assistance. Monies received from OCS bonuses, rentals and 
royalties went into the United States Treasury—not those of the af 
fected coastal states.1"

Consequently, while states and local governments were joining 
forces with some environmental groups based on ecological concerns, 
they were also expressing their disapproval of the Interior Depart 
ment's OCS leasing process. It is, many coastal state governors argued, 
a process in which the affected governments had no true participation 
and no access to important data. The 1975 VJS. v. Maine case, in which 
thirteen Atlantic Coast states claimed ownership of the continental 
shelf off their shores, can be viewed, in part, as a symbolic protest 
against the policies and procedures of the federal government in gen 
eral and the Department of the Interior, in particular.

A number of lawsuits have been filed by states and communities to 
postpone proposed OCS lease sales on the Interior Department's ac-

«*To date, the Interior Department ha« collected $30.3 billion In OCS boaum. reaUli and rajralttM. Thii include* the April. 1676 northern Gulf of Alaika Mle.



celerated schedule. None of these suits have yet resulted in the re 
quested in j unctions.

Despite this, three different trends have been manifested in recent 
OGS lease sales.

There has been a considerable slippage in the Interior Department's 
lease sales schedule. Although six sales were scheduled for 1975, only 
four were conducted. Six sales were also planned for 1976, but tw* 
have been held to date and only two more *° are projected for the re 
mainder of this year.

The number of tracts actually offered for sale (compared with the 
number nominated) and the number actually bid on (compared with 
the number offered) appears to be smaller than what would be ex 
pected under an accelerated OCS program. The Secretary of the In 
terior withdrew a number of tracts shortly before the California sale 
in December, 1975 and the Alaskan sale in April, 1976. And, in both 
cases, the oil companies bid on significantly fewer tracts than those 
offered." (See Table 4.)

Recent bonus bids have been somewhat lower than anticipated by the 
Interior Department. The December. 1975, California sale is particu 
larly noteworthy in this regard. Interior predicted that bidding might 
run as high at $2 billion, although only $117.3 million was finally 
accepted.

Clearly, the explanation for these apparent trends is multidimen 
sional. The lack of experience in. frontier areas (and, in Alaska, haz 
ardous conditions) ; deeper OCS depths requiring more sophisticated 
and expensive equipment and technologies; the unpredictability of the 
accelerated lease schedule itself which may require a more rapid ex 
penditure of capital for bonus money ; the potential threat of state 
and community law suits to block the location of onshore facilities; 
and the continued opposition of some groups to stepping up OCS 
development are all relevant factors in explaining these recent pat 
terns.

In summary, the "shortfall" in recent OCS leasing activity may be 
the result of a myriad of uncertainties. Some, of course, are beyond 
the control of legislation. Others, however, are subject to resolution 
by Congressional and Executive action.

•The two remaining Mlt* whnliOH for thin year are: <1) aale No. 40. Mid-Atlantic 
<Auru«O : and (21 Mle No. 44. Gulf of Mexico, dralnact (October). The projected 1977 
nehedule I* prtnently being reviewed In the Department of the Interior and hag not yet

"It ahould be noted that It In premature to determine whether thene pattern* will 
perriit, »lnce there are a limited number of caw* In the (ample.
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The Recent Congressional Response
The first major Congressional action to amend the Outer Continental 

Shelf Lands Act occurred during the second session of the 93d 
Congress.

On September 18, 1974, the Senate passed S. 3221, the Energy 
Supply Act of 1974. S. 3221 was an omnibus bill providing for changes 
in the bidding system, OCS revenues to the states, strict liability 
for accidents, increased exploration by the government, increased 
inspections of installations by the government, increased research of 

*oil and gas resources, strict safety and environmental regulations, 
citizen suits to enforce provisions of the OCS Lands Act, strict lia 
bility for oil spills, power to the governor of the adjacent states to 
request postponement of lease sales, requirements that areas with 
lease environmental hazard be leased first, and establishment of a 
national strategic energy reserve. No action was taken by the House on 
this bill.

In the 94th Congress, the Senate again took the first step to amend 
the Outer Continental Shelf Lands Act, having established a public 
record during its consideration of S. 3221. On July 30,1975, by a vote 
of 67-19, the Senate passed S. 521, a bill to provide for the orderly 
exploration of energy resources on the OCS.

The Outer Continental Shelf Management Act of 1975 provides for:
a comprehensive five-year Rasing program to be prepared 

by the Secretary of the Interior showing the size, timing and 
location of leasing activity;

the separation of the exploratory phase from the develop 
ment phase of activity on a leased urea;

the preparation of a development and production plan 
which is to be submitted to the Secretary and to coastal state 
governors for review and comment;

the Interior Department to contract for exponitory drilling 
on an experimental basis under certain conditions;

additional methods of leasing OCS tracts which must be 
used in at least half of future frontier area sales;

a special oil spill liability fund created by a 2^ cents fee 
on each barrel of OCS oil; and

federal assistance to coastal states, administered through 
the Coastal Zone Management program, for energy facility 
planning and energy-related impacts in the coastal zone.

On July 16,1975, the Senate passed S. 586 by a 73-15 vote. This legis 
lation amends the Coastal Zone Management Act of 1972 and includes 
the establishment of a Coastal Energy Facility Impact Program. 
By the use of grants, loans, automatic OCS-related payments, and 
federally-guaranteed state and local bonds. S. 586 provides a federal 
assistance network to aid coastal states which are likely to be impacted 
by OCS and other types of energy activities in the coastal zone.

In the House, S. 586 was referred to the Oceanography Subcom 
mittee of the Merchant Marine and Fisheries Committee. On February 
4,1976, the full Committee reported its version of the Senate legisla 
tion on a 36-0 vote. H.R. 3981 was passed by the House on March 11, 
1976 on a 370-14 vote. A Conference Committee is scheduled to meet
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soon to reconcile the differences between the bills. The Coastal Energy 
Activity Impact program contained in H.R. 3981 has been incorporated 
in H.R. 6281 as Title IV (See Section-by-Scction explanation of this 
provision).

Whereas the amendments to the Coastal Zone Management Act 
were within purview of only one Committee in the House, jurisdiction 
over the Outer Continental Shelf program was highly fragmented. 
A special procedure had to be adopted.
The House of Representative*: Establishment of a Special Committee

Early in the first session of the 94th Congress, some Members of 
the House of Representatives, became concerned that bills to amend 
the Outer Continental Shelf Lands Act of 1953, would have to be 
referred to three or more committees of the House pursuant to Rule X, 
Clause 5(c)." It was recognized that it would be extraordinarily diffi 
cult and time-consuming for the House to act on a major revision of 
the Outer Continental Shelf Lands Act if several Committees were to 
exercise concurrent jurisdiction over different aspects of any new legis 
lation. Action on this legislation needed to be prompt especially as 
the Administration was accelerating the federal program for the lease 
of outer continental- shelf lands for oil and gas exploration and 
production.

In March of 1975, it was recommended to the Speaker of the House 
that a special Committee be created for the sole purpose of considering 
such legislation and reporting it to the full House, and that the special 
Committee be composed of Members of the various Committees with 
jurisdiction in this area. Thereafter, on April 22, 1975, Majority 
Leader Thomas P. O'Neill introduced H.Res. 412, requesting the 
establishment of an Ad Hoc Select Committee on Outer Continental 
Shelf. Membership of, and staff for, this special Committee was to be 
drawn from the Committee on Merchant Marine and Fisheries, the 
Committee on Interior and Insular Affairs, and the Committe on the 
Judiciary. On the same day, the Honorable John M. Murphy, Peter W. 
Rodino, and Leonor K. Sullivan introduced H.R. 6218, a compre 
hensive bill to amend the OCSLA. That day the House passed H.Res. 
412, by unanimous consent, and the Ad Hoc Committee was estab 
lished. H.R. 6218 was referred to the Select Committee, which was 
directed to transmit its findings and report on this matter to the full 
House by January 31,1976. By House Resolutions 977 and 1121, the 
reporting date was extended to May 4,1976.

Questions of jurisdiction and organization were resolved during 
the first three meetings of the Committee on April 30, May 13, and 
June 24, 1975, and an additional three members were added to the, 
Committee, bringing it to a total of nineteen members. The agenda 
for hearings, briefings and inspections was set, and the Committee 
commenced with its business. The first inspection and set of hearings 
was held in Louisiana, where the Committee visited offshore drilling 
platforms, an oil refinery, and other OCS-related industry.

Hearings were begun on June 7 in New Orleans, where 32 witnesses 
testified, including the Governors of Louisiana and Texas, representa-

» New Rult X CUuM 5(c). adopted Jannarr 3. 1078. allow* the Speaker to refer a bill 
almiiltaneouilr to two or more Committee*. Prior to the adoption of thl« rule, a bill or 
resolution could not be dlTided for multiple Committee referral.
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tivcs of Louisiana state and local government, of oil industry, of on 
shore service industry, of environmental groups, and representatives of 
regional offices of federal agencies having-jurisdiction over various 
aspects of OCS development.

Three days of hearings were then held in Washington, D.C. on June. 
17,18, and 19, where the Committee heard testimony from Members of 
Congress, federal agencies, and representatives of environmental, pro 
fessional, industry, and governmental associations.

On June 26, members of the Committee and staff flew to London, 
Scotland and Norway on a seven-day series of briefings, inspections, 
and meetings dealing with oil and gas exploration and development 
in the North Sea.

Hearings were held in New York City on July 18 and 19,1975, to 
consider the problems related to expected OCS development off the 
New York and northern New Jersey coas*,. Prior to the hearings, the 
Committee attended a briefing presented by regional representatives 
of the Coast Guard, Environmental Protection Agency, Federal En 
ergy Administration and the Interior Department's Bureau of Land 
Management. Another briefing was presented by Rutgers University 
based on data of an Office of Technology Assessment Project as to pos 
sible impact of expected OCS activities in the Baltimore Canyon 
Trough off New Jersey. Following the briefings, the Committee heard 
from a series of panels representing government, industry, environ 
mentalists, labor, business and technology. A total of 33 witnesses pre 
sented their views to the Committee over the course of these two days.

On July 25 and 26,1975, further hearings were held in Ocean City, 
New Jersey, and Philadelphia, Pennsylvania as to expected OCS ac 
tivity off the New Jersey const. The Committee toured the New Jersey 
coastal areas to familiarize itself with these potentially impacted 
areas.

From August 2 to August 8, 1975, Committee members and staff 
conducted a series of field hearings and on-site oil and gas facility in 
spections in California and Alaska. The hearings held on August 2, 
in Los Angeles, California included testimony from the State's Gover 
nor and the City's mayor, in addition to representatives of industry, 
labor, consumer and environmental groups. On August 3, 1975, en 
route to San Francisco, the Committee Members and staff inspected 
offshore platforms and oil facilities in Santa Barbara. California, site 
of the 1969 oil spill. The hearings held on August 4,1975 in San Fran 
cisco, concluded the California segment of the trip.

Hearings were then held on August 5, and August 6,1975, in* Yak- 
utat and Cordoya, Alaska respectively. Testimony was heard from 
government officials, including the Governor of Alaska, and local citi- 
xcns and fishermen. On the morning of August 8,1975, the Members 
and staff participated in a tour of an onshore gas processing facility
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(39) witnesses testified, including the Governors of Connecticut and 
Khode Island. Prior to the hearings, the Committee attended a brief 
ing session with Coast Guard, Interior Department and Environmen 
tal Protection Agency representatives. On September 13, 1975, the 
Committee heard testimony in Boston, Massachusetts from Members 
of Congress, the Governors of Massachusetts, New Hampshire and 
Maine, and numerous panels representing government, labor, industry 
and environmentalists.

The hearings held on September 26,1975, in Ocean City, Maryland, 
as to expected OCS activity off Maryland and Delaware completed the 
Committee's scheduled field hearings and inspections of oil and gas 
facilities in potentially impacted areas.

During October, the Committee attended three days of briefings 
held in Washington, D.C., presented by the American Petroleum In 
stitute on October 21,1975, the Congressional Kesearch Service of the 
Library of Congress on October 22,1975, and by the American Asso 
ciation of Petroleum Geologists on October 24,1975.

On November 13,14, and 20,1975, the final set of hearings was com 
pleted in Washington, D.C. The Committee then proceeded to analyze 
and coordinate the information gathered from the testimony of the 
over 300 witnesses.

On December 16,1975, the Committee held its first mark-up session 
for the presentation and discussion of a new draft of H.R. 6218. Dur 
ing the month of January, numerous meetings with Members and staff 
liaisons, as well as many outside groups and organizations, were 
conducted.

Mark-up sessions of the Committee were held on February 25 and 
26, 1976 at which time Majority and Minority counsel consecutively 
presented a summary and analysis consistent with differing drafts of 
H.R. 6218. Mark-up was continued on March 17,18,23,24,25,30, and 
31,1976. Due to the high degree of participation and interest, over 190 
amendments were submitted for consideration by Members of the 
Committee.

.Final mark-up sessions were held on April 6 and 7, 1976, and on 
April 13,1976, and H.R. 6218 was reported out of .Committee.

V. NEED FOR H.R. 6218 .
On January 23, 1974, President Nixon announced that he had 

directed the Secretary of the Interior to increase the amount of acreage 
on the Outer Continental Shelf ("OGS") to be, leased to private indus 
try in 1975 to ten million acres. -

In one year, the President proposed, the country was to lease an 
amount of offshore territory almost equal to the amount leased since 
the OCS program began in October, 1954. The proposal was part of an 
overall strategy to deal with the Nation's energy problems.

The authority for this proposal was the Outer Continental Shelf 
Lands Act, adopted in 1953. This Act provides for the jurisdiction 
of the United States over the submerged lands of Outer Continental 
Shelf and authorizes the Secretary of the Interior to lease these lands 
for oil and gas production.

The ten-million acre lease proposal crystalized growing concern on 
the part of many in Congress and elsewhere about the open-ended
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authority granted in the 23-year-old legislation. The existing law gives 
little gufdance to the Secretary of the Interior on how he is to go about 
leasing OCS lands.

The country's increased reliance on petroleum recovered from under 
neath the ocean, made more apparent by the temporary oil embargo 
from the Middle East beginning in. the fall of 1973, had already 
triggered a number of examinations of the manner in which offshore 
resources were explored and recovered in this country. Some of these 
studies were underway at the time of President Nixon's dramatic pro 
posal ; others were triggered by it.

Examinations have been conducted recently by, among others, the 
Congressional Research Service of the Library of Congress, the Na 
tional Science Foundation, the National Sea Grant College Program, 
the Congressional Office of Technology Assessment, the National 
Academy of Sciences and Engineering, and the National Aeronautics 
and Space Administration. These studies all pointed to either 
deficiencies in current methods of leasing offshore territory for oil 
and gas development, or the opportunity for improved methods of 
conducting the operation.

One such study, by the National Science Foundation in 1974, en 
titled "An Economic Analysis of Alternate OCS Petroleum Leasing 
Policies," found:

The historical background . . . documents the limited de 
velopment of leasing policy over the past two decades in sharp 
contrast with the dramtic changes in economic conditions and 
social objectives. Specifically, past leasing strategies have not 
been changed in response to increased petroleum prices and 
development costs or to the increased geological uncertainty 
associated with greater reliance on and acceleration of leasing 
on the Outer Continental Shelf. In addition, society is con 
siderably more conscious of environmental protection con 
cerns than when leasing policy was established.

Congress responded by conducting its own research and by legisla 
tive action. In 1974, the Senate passed a comprehensive revision of the 
1953 Act, but the action came too late in the session for the House to 
take up the matter.

Again in 1975, the Senate adopted an OCS Act, S. 521.
The House of Representatives also has responded. So as to avoid 

Committee jurisdictional disputes and thus avoid delays, the House 
established the first ad hoc committee, composed of members of several 
standing Committees, permitted under the new rules adopted by the 
94th Congress. Speaker Carl Albert named Congressman John M. 
Murphy of New York to be Chairman of the Ad Hoc Select Commit 
tee on Outer Continental Shelf and charged the Committee with the 
responsibility of reporting to the House a revision of the original Act 
governing OCS operations.

The Ad Hoc Committee was convinced from the testimony of a 
variety of witnesses that the OCS Lands Act of 1953 had to be revised. 
For example, Senator Henry Jackson, Chairman of the Senate Inte^ 
nor Committee and chief sponsor of the Senate OCS legislation, testi 
fied before the Committee about the basic need for new legislation.

In discussing the "vitally needed changes in the Outer Continental 
Stidlf- Lairds*. Act of-1053," Senator. Jacksojrstated- that this 1953' law
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"did not provide clear policy guidance to govern [OCS] leasing. The 
bill has never been amended, though times and conditions have changed 
drastically in the intervening years. These developments [improved 
technology, decline of onshore production, increased importance of 
OCS resources, increased environmental and coastal awareness, new 
intergovernmental cooperation efforts, and accelerated lease schedules] 
emphasize the need for legislation that reflects the changes of the last 
twenty years and the growing importance of this great national
resource."

Similarly, New Jersey Governor Brandon T. Bryant stated:
My basic message is simple: The current law governing the 

public oil and gas resources on the OCS is outmoded and it 
badly needs to Be changed. The current law, enacted over two 
decades ago, has many serious flaws. [Among the deficiencies 
he cited were absence of a full return to the federal Treasury, 
absence of an incentive for rapid exploration, insufficient 
information for the public, lack of compensation for the 
coastal areas impacted by OCS operations, inadequate protec 
tion of the environment and insufficient voice for state and 
local authorities in OCS policy.]

In California, locus of the 1969 Santa Barbara oil spill, and one 
of the main sites included in the accelerated leasing program, Joe 
Bodovitz, Executive Director of the California Coastal Zone Con 
servation Commission, testified:

Several deficiencies in the present OCS leasing procedures 
under the Outer Continental Shelf Lands Act have contrib 
uted to the unhappy circumstance that in two months the 
Department of the Interior plans to make an irrevocable 
commitment to an indeterminate amount of oil and gas de 
velopment offshore California, without having adequately 
assessed the extent to which such development will be con 
sistent with coastal planning goals. [He identified three major 
deficiencies in the present system as inadequate information 
for federal and state governments on the offshore resources, 
the need to better control environmental impact and the need 
to insure that offshore leasing is conducted in a manner con 
sistent with state coastal planning efforts.]

Finally, the hopes of citizens and local and state governmental 
officials for new laws were aptly reflected by Los Angeles Mayor Tom 
Bradley. Speaking for a group of municipal officials in California, 
and reflecting the feelings of many of his colleagues around the coun 
try, Los Angeles Mayor Tom Bradley told the Committee:

It is my hope that you will act quickly in the matter of re 
forming and amending the OCS Lands Act to bring it up to 
date, to bring it into the 1970's, instead of operating on a 
document that is certainly outdated . . . [The OCS Lands 
Act of 1953] was written at a- time when oil was regarded as 
cheap and virtually unlimited. Enormous administrative 
power was centered in one man—the Secretary of the In 
terior—to maximize efficiency of resource development . . . 
Bevisi'on'of'the 6utdated Act is essential...

10-511 O - It • t
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The original legislation providing essentially an open-ended grant 
of authority to the Secretary of the Interior to proceed with leasing 
on the Outer Continental Shelf, was based on what was, in 1954, an 
unproven technology, nnd on expectations that offshore production 
would be a relatively small supplement to the continued reliance on 
production from onshore fields.

This situation has changed dramatically. Now, according to U.S. 
Geological Survey estimates, fully one-third of the Nation's dis 
coverable and producible oil reserves are offshore, as are 22 percent 
of our natural gas deposits. A Congressional Research Service report 
issued in April 1976 for the Committee declared that offshore produc 
tion "can be the largest domestic source of oil and gas between now 
and the 1990's. The chances of finding large new fields on U.S. land 
are slim, except in Alaska."

It is today Vreliance on Outer Continental Shelf resources-ygiven 
conclusively demonstrated proof by the since-modified, but still ac 
celerated, plan to lease millions of acres in the next few years—that 
has spurred the move to reform OCS procedures and to provide new 
protections.

' The Committee found that the present law's grant of total discretion 
to the Secretary led to a situation where the petroleum industry had 
a too dominant voice in the setting of policy. As found, among others, 
by the study entitled "Energy Under the Oceans: A Technology 
Assessment of OCS Oil and Gas Operations", prepared by a ^roiip 
at the University of. Oklahoma, headed by Professor Don E. Kash:

In the case of making and administering OCS policv, direct, 
continuous participation has been largely, limited to the 
petroleum industrv and government. Since government and 
industry have had almost identical policy objectives, policy 
has been made and administered with extraordinary ease, .. 
Within the Department itself, many of the Secretary's ad 
visors are either recruited from industry or are persons who 
have spent a part of their careers in industry. At the 
operational level, detailed OCS orders regulating OCS de 
velopment have been and are the product of a process of 
industry-government cooperation ...

It is clear that the pattern of government-industry relation 
ships which have been developed produced a very closed 
system for making and administering OCS policies. It is the 
closed character of this system which is being challenged at 
the present time.

This close industry-federal government cooperation has often dis 
regarded the interests of state and local governments and the taxpayer.

State and local officials repeatedly testified that their dealings with 
the Department of the Interior were unsatisfactory. While many 
acknowledged improvements in the recent past, there was almost 
total unanimity that much more remained to be done to equip state 
and local officials with sufficient information to give them adequate 
time for assessment and to provide them with the opportunity they 
sought for a real role in offshore leasing policy decisions.
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Governor Michael Dukakis of Massachusetts spoke for his col 
leagues iwhen he told the Committee:

I think one thing at the outset is clear, and that is that pur 
leasing laws are 22 years old. They were passed at a time 
when the very concept of frontier leasing was unknown and 
when oil and gas reserves beyond three miles were believed 
to be small. Obviously, the system needs changing," for what., 
might have been valid for 1953 is not in 1975. Unfortunately, 
the efforts by the states to resolve this matter with the De 
partment of the Interior have not been much more successful, 
Mr. Chairman, than those that you described on the part of 
your Committee [referring to requests the Committee made 
•for a short delay in some lease sales].

Testimony from an impartial source on the inadequate role pro 
vided state and local governments was provided ty the National Ad 
visory Committee on Oceans and Atmosphere ("NACOA"), a Presi- 
dentially-appointed body composed of experts in marine and atmos 
pheric science, business and research. The Chairman of the body, Dr. 
William J. Hargis, the head of a state-supported marine research 
laboratory, told the Committee:

State and local governments have had almost no role in the 
decisions leading to the accelerated leasing program for the 
Outer Continental Shelf with regard to both the timing and 
the location of the proposed development. NACOA supports 
the intent of H.R. 6218 to assure that coastal states are given 
the opportunity to participate in policy and planning deci 
sions relating to management of the resources in the OCS. 
[Despite reoent Department of the Interior attention to 
states] NACOA has clearly stated it feels that legislation is 
needed to clarify this point and, therefore, supports the gen 
eral concept of legislation such as that you are considering.

The efforts on the part of the Interior Department to meet the de 
mands of the states to be included in the OCS leasing process have 
been clearly inadequate. It was not until March 1974 that an ad 
visory board, with designated state representatives, was established, 
and even then its function was restricted to overseeing offshore en 
vironmental monitoring programs.

Under continued pressure from states, and in response to the hear 
ings of the Ad HOC Committee, Interior finally, in October, 1975, set 
up an OCS Advisory Board with a limited policy role. The earlier 
body became the OCS Environmental Studies Advisory Committee 
and continues to work with the Department to obtain better and more 
comprehensive baseline studies and offshore environmental monitor 
ing programs. In the. opinion of the Committee, both of these steps, 
while welcome, were lon.<; overdue and still fall short of giving states 
and local communities the involvement they should have?

H.R. 6218 answers this need.fcFirst, it provides for establishment of 
Regional Advisory Boards. Any recommendations from these bodies, 
or Governors of affected states, must be accepted unless found not to 
be in the national interest.
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Second, OCS lease holders must now supply the Secretary of the 

Interior with an exploration plan, before this activity may proceed, 
and with a development and production plan, before that activity may 
commence. While current regulations require similar documents, they 
do not provide the detail nor the opportunity for public review which 
the Committee believes is required and H.R. 6218 mandates.

Third, H.R. 6218 requires the publication of a five-year leasing pro 
gram, providing the timing and location of proposed leases to reflect 
environmental considerations and with due regard for the likely im 
pact on affected states. This plan is to be submitted to Regional Ad 
visory Boards, states, local governments and, after opportunity for 
comment, to Congress.

This legislative response to the needs of the states is an example of 
the necessity for legislation. The Department of the Interior main 
tains it has sufficient legal authority now to implement any reforms. 
Yet, steps which hnve been taken by the Department have not been 
sufficient, and even then, have come only after considerable agitation.

It is the Committee's view, based on a review of the testimony of 
most witnesses, that the subject of OCS leasing is too important and 
the need for change too compelling to relv on piecemeal and tardy 
decisions of the current or some future administrator of the OCS leas 
ing program in the Department of the. Interior. It is essential that 
Congress set out, in law, public policy objectives and provide guidance 
to the Secretary of'the Interior, based on the accumulated knowledge 
gathered since 1954, for implementation of such a vital component of 
the Nation's total energy program.

Another underlying concern of the Committee, which is reflected in 
various provisions of H.R. 6218, is that the present system provides 
too many advantages for industry at the possible expense of the tax 
payer. Thus, the Committee authorized new leasing methods and re 
quired their use in an experimental manner.

The present front-end bonus system was often described in harsh 
terms by witnesses. David J. Baraine, Commissioner of the New Jer 
sey Department of Environmental Protection, stated:

fThe present system] is almost as bad as a legal system 
without policemen, without judges, without courts, without 
punishment. This is a giveaway program.

Barbara Heller, speaking for the Environmental Policy Center, 
stated:

The leasing and development program has been adminis 
tered in a manner which local and state officials and the con 
cerned public believe to be environmentally and economically 
irresponsible.

While the Committee does not necessarily endorse either of the above 
expressions, they are reflective of a deep concern on,the part of many 
that the OCS program in the past has been too closed a procedure, in 
the words of the technology assessment conducted by Professor Kash 
and his colleagues and cited above.

The Committee originally had opposition to the current legislation 
from two sources, the Department of the-Interior and the large1 petro-
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leum companies. Their basic tht-sis was that the present law was ade 
quate, providing sufficient leeway for changes, and that most of the 
objectives of such legislation as H.R. 6218 could be (or already was) 
accomplished by administrative action.

Yet, the present law, with its grant of almost total discretion to the 
Secretary of the Interior, has led to criticism by states, environmental 
ists, fishermen, tourists, smaller industry representatives, and others. 
This criticism has led to suspicions and opposition, often expressed in 
rotated law suits. It is the Committee's intent, through new legisla 
tion, to alleviate these suspicions and allow prompt, yet conscientious, 
exploitation.

The petroleum industry itself is aware of these suspicions. The 
chairman of the board of Humble Oil (Exxon) told a conference on 
offshore technology in 1969 that the industry's freedom of operations 
in the future "may well depend on our ability to convince the Amer 
ican public that we are capjable of carrying out difficult, sophisticated 
technical operations deep in the ocean while maintaining the ability 
to conserve and protect the marine environment."

The Committee endorses this sentiment. The motivation behind, and 
the intent of, H.R. 6218 is to provide the public with this type of assur 
ance, require a more open process in the leasing of the public's OCS 
lands to industry, and thus help dispell the doubts and suspicions, and 
avoid undirected and misdirected opposition and, often, legal 
challenge.

It is the conviction of the Committee, after its extensive examina 
tion of the OCS issue, that we can and should proceed with early 
exploration and development in an expanded offshore oil and gas pro 
gram and that this can 'be done, provided adequate safeguards are 
provided, in an environmentally and socially responsible manner. In 
fact, the Committee generally agrees with a major finding in the Con 
gressional Research Service study issued in April of this year, which 
states thnt offshore operations are less likely to place oil or gas in the 
ocean than importing a like amount of petroleum in tankers, since tho 
latter are the major source of oil and gas in the world's oceans.

One witness gave eloquent expression to the Committee's underlying 
purpose in recommending: passage of H.R. 6218 and to its belief in the 
manner in which the OCS program of the future should be conducted. 
James W. Brooks, Commissioner of the Alaska Department of Fish 
and Game, told the Committee:

I firmly believe we can have our petroleum and our healthy 
iosystems too. But I just as firmly believe that we are a long 

way from achieving the safeguards we must to insure that the 
Alaska OCS experience is not -a disastrous gamble. Yet, the 
safeguards are well within pur reach if we can but shake off 
the hoary traditions of antique management decisions, if we 
can but require more of technologys if'we can but rationalize 
the decision-making, and if we can but create a biological 
surveillance system" with authority^ integrity and expertise.

This statement is nn apt summary of the purposes of H.R. 6218, and 
why the Nation needs the changes included in H.R. 6218 in the existing 
Outer Continental Shelf .oil mid gas program in order, tp.aficonjplish.• ' •
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VI. SEcnox-BT-SEcnox ANALYSIS
SHORT TITLE

This Act may be cited as the "Outer Continental Shelf Lands Act 
Amendments of. 1076".

TITLE I—FINDINGS AND FUWOBE8

Title I details the findings of Congress that led to enactment of the 
Outer Continental Shelf Lands Act Amendments of 1976 ("1976 
Act") and the purposes of Congress in enacting the 1976 legislation.
Section 101.—Finding*

As a result of its extensive hearings, the Committee set out in Sec 
tion 101 ft number of findings about the current and future supply of 
energy, the potential of resources of the Outer Continental Shelf 
("OCS"), and the existence and solution of administrative, legal and 
environmental problems. Specifically, the findings are that the demand 
for energy in the United States is increasing and will continue to 
increase, while the domestic production of oil and gas has declined. 
This decline in production has made the United States increasingly 
dependent on imports to meet domestic demand, but this dependence 
on imported oil can be significantly reduced by increasing the devel 
opment of domestic sources of energy. Similarly, natural gas con 
sumption of the United States has greatly exceeded any increase in 
domestic reserves.

There is technology available to significantly increase domestic pro 
duction of oil and gas in an environmentally safe manner. One source 
for increased domestic discovery and production of oil and gas is the 
Outer Continental Shelf (OCS). This vital national resource reserve 
must be carefully managed so as to obtain fair value for the resources, 
protect competition, preserve the environment, and generally reflect 
the public interest.

Development of the resources of the Outer Continental Shelf has, 
however, been delayed because of a number of technological^ economic, 
environmental, administrative and legal problems. To resolve these 
problems, a review of environmental and safety regulations relating to 
activities on the Shelf must be undertaken in light of current tech 
nology and information. In addition, because the development and 
delivery of OCS resources and the placement of related energy facili 
ties may cause adverse impacts on certain states, these states must be 
able to develop policies, plans and programs to anticipate and amelo- 
riate any adverse impacts. Thus, they must be provided with timely 
access to,information as to OCS activities, an opportunity to review 
and comment on policy decisions, and must receive from the federal 
government adequate financial assistance to allow them to plan for and 
ameliorate onshore impacts.

The federal government must also assume the responsibility for 
minimizing or eliminating conflicts between oil and gas development 
on the shelf and other uses of the marine environment, such as fish and 
shellfish harvesting and recreational activities.

Finally, the problem of the/effects of oil spills must be,'dealt with. 
Funds must be made available to pay for the prompt removal of any
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oil spill or discharge and for any damages suffered by any private or 
public entity as a result of the spill or discharge.
Section 102.—Purpo*et

The Outer Continental Shelf Lands Act of 1953 has given broad 
discretion to the federal government in exercising regulatory authority 
as to activities on the Outer Continental Shelf. New findings of Con 
gress and the problems described in those findings, indicate a need to 
formalize many of these regulations in statutory provisions and to 
authorize and mandate the promulgation of additional regulations. 
The purpose of the Outer Continental Shelf Lands Act Amendments 
of 1976 ("1976 Act") is to establish such a legislative framework.?

Specifically, the 1976 Act is to establish policies and procedures for 
managing Outer Continental Shelf oil and natural gas resources so as 
to better achieve national economic and energy policy goals. Oil and 
natural gas resources in the Outer Continental Shelf are to be pre 
served, protected and developed so as to (1) allow the resources to 
become available for domestic use as rapidly as possible; (2) provide 
for a balance of development with protection cf the environment;
(3) insure the public a fair and equitable return on the resources; and
(4) preserve and maintain competition.

Through new safety regulatory and enforcement procedures, the 
development of new and improved technology is to be encouraged so 
as not merely to reduce, but rather to minimize, and possibly eliminate, 
risks to the environment.

States impacted by OCS exploration and development are to be 
provided with comprehensive assistance to anticipate, plan for, and 
ameliorate any temporary or permanent adverse impacts, thus insur 
ing adequate protection for the quality cf life within such areas. Such 
assistance must include not only funds, but also timely access to in 
formation, an opportunity to participate in the formulation of policy 
and planning decisions, and an opportunity to actually review and 
comment on final decisions.

The 1976 Act is also to provide procedures to minimize, and hope 
fully eliminate, conflicts which may occur between those seeking to 
explore, develop and produce oil and natural gas and those seeking to 
recover other natural resources, such as fish and shellfish.

To protect public and private interests from the effects of a possible 
oil spill, the 1976 Act establishes an oil spill liability fund to pay for 
the prompt removal of oil spilled or discharged, and for any resultant 
damages.

Finally, in establishing a leasing program for the future, in spe 
cifically selecting sites for leasing, and in authorizing any public or 
private exploration, the federal government must insure prompt as 
sessment of the total amount of oil and natural gas to be found on the 
shelf.

TITLE II—AMENDMENT!* TO THE OUTER CONTINENTAL SHELF LANDS ACT

This Title contains a series of amendments to th» Outer Continental 
Shelf Lands Act of 1953 (43 U.S.C. 1331-13) ("OCS Act").
Section SOL—Definition*

This section amends section 2 of the OCS Act by modifying one 
term and adding definitions for thirteen new terms.
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Subsection (a) changes the term "mineral lease", in the OCS Act, to 
"fauri", so as to more properly describe the authorization for explora 
tion, development and production of oil and gas or other minerals.

Subsection (b) adds new terms, including "coastal zone" and "coait- 
al itate", derived from the Coastal Zone Management Act of 1972 
(16TJ.S.C.1451«*«j.)

The subsection also defines "affected state" Throughput the Outer 
Continental Shelf Lands Act Amendments of 1076, slates that are 
affected by any particular activity are given the opportunity to review, 
comment on, participate iii, and make recommendations as to decisions 
relating to that activity. To determine those states the term, "affected 
state", has been defined. The term is not a general designation for all 
actions and decisions. Rather, it is a specific descriptiton related to a 
particular provision, plan, lease, or other activity, with respect to any 
activity, an affected state is (1) one whose civil and criminal laws, 
pursuant to Section 4(a) (2) of the OCS Act, are applicable to the area 
where the activity is conducted; (2) which is connected to an OCS 
structure: (3) which receives OCS oil and gas for processing, refining 
or transshipment; (4) which is designated by the Secretary of the 
Interior as having a substantial probability of being significantly im 
pacted, damaged or changed; or '(5) which is found by the Secretary 
of the Interior to bear a substantial risk of serious damage -from an oil 
spill or blowout. .

Specific definitions have been added for "Marine enwirontnent? for 
conditions affecting the marine ecosystem; for "coastal enmiroiment" 
for conditions affecting the coastal zone ecosystem; and for "kuman 
environment" for conditions determining the quality of life of those 
areas affected directly or indirectly by OCS-related activities.

"Governor" is defined to include any person or entity designated by 
state law to exercise the powers granted to a Governor in either the 1953 
OCS Act or in the 1976 Act *

Definitions have been included for "exploration" to include geophys 
ical surveys and drilling, including drilling of deliniation wells after 
a discovery; for "devalopnent* to include geophysical activity, drill 
ing, platform construction, and the operation of onshore support 
facilities, after discovery of minerals; and for "production" to include 
removal of resources, transfer to shore, and work-over drilling. Al 
though the Committee sought to define these terms to cover mutually 
exclusive sets of activities, the Committee recognizes that often they 
involve continuous and overlapping processes. The purpose of these

^ j* • i * * i * ^ »•* j i * j ^N^I i i* "ii* i l

25 of this Act.
A definition is included for "anti-trust law." Specific findings, pur 

poses and policies are enumerated in the Act ns to preservation of free 
enterprise competition. To carry out this goal, the 1976 Act asks the 
Attorney General and, in some instances, the Federal Trade Commis 
sion, to review and comment on a proposed leasing program, lease sales, 
lease extensions, or regulations, and requires the Secretary of the In 
terior to consult with the Attorney General in preparing portions of 
his annual report dealing with the promotion or competition. Review, 
comment, recommendations and reporting are to be based on cvalua-
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tions of activities in light of anti-trust laws. The definition of "anti 
trust law" has been included to detail those statutes to be considered 
by the Attorney General and the Federal Trade Commission.

"Major federal act-ion" is defined to refer, for purposes of applica 
tion of the procedures under the National Environmental Policy Act 
of 1969 ("NEPA") to the term in NEPA "major federal actions sig 
nificantly affecting the quality of the human environment" (Section 
102(2) (c); 42U.S.C. 4332(2) (c)),

Finally, subsection (b) also adds a new definition for "fair market 
value". In order to provide a framework for the distribution of oil and 
natural gas obtained as a royalty or net profit share, or purchased by 
the federal government, as described in Section 27, "fair market value , 
which is to be a basis for such distribution if there is no regulated 
price{ is defined to be the averaging of the price computed according 
to existing sales, or if there are no sales, an appropriate price deter 
mined by the Secretary. This definition is similar to that for "market 
price" in OCS royalty oil regulations, presently used in the sale of 
such oil (30CFR225a.2(i)).
Section 208.—National Policy

Section 202 amends Section 3 of the OCS Act, originally a iurisdic- 
tional provision, and makes it into a declaration of national policy. 
The original provisions of Section 3, providing that the subsoil and 
seabed of the OCS belong to the United States and that all existing 
rights of navigation and fishing in OCS waters are to be continued, are 
restated.

In addition, policy statements are included to make it clear that in 
administering not only the Outer Continental Shelf Lands Act, but 
also any other act applicable, directly or indirectly, .to activities on 
the Outer Continental Shelf, responsible federal officials must insure 
that activities on the shelf are* undertaken in «ii orderly fashion, so as 
to safeguard the environment, maintain competition, and take into 
account impacts on affected states. These officials are also to consider 
the needs of affected states for information, participation and as 
sistance so they can protect themselves -from any temporary or per 
manent adverse affects of activities, and are to preserve the rights and 
responsibilities of all states to protect their environment through their 
own regulatory procedures.

Finally, responsible federal officials must insure that operations 
in the Outer Continental Shelf are safe. In making decisions as to the 
approval of exploration, development and production, and in assuring 
compliance with safety and environmental regulations, the officials are 
to require that activities and operations are conducted by well-trained 
personnel, and that such personnel use adequate techniques and pre 
cautions to prevent or minimize blowouts, loss of well control, fires, 
spill,';, interference with other users, and other possible damage.
Section 203.—Law* Applicable to the Outei* Continental. Shelf

temporarily attached to the seabed" and making
changes. It is thus made clear that federal law is to be applicable to
all activities on all structure in contact with the seabed for explore-
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tion, development, and production. The Committee intends that fed 
eral law is therefore to be applicable to activities on drilling ships, 
semi-submersible drilling rigs, and other watercraft, when they are 
connected to the seabed by drill-string, pipes, or other appurtences, 
on the DCS for exploration, development, or production purposes. 
Ships and vessels are specifically not covered when they are being used 
for the purpose of transporting OCS mineral resources;
Establishment of Boundariu

Subsection (b) amends section 4 (a) (2) of the OCS Act of 1953 so 
as to provide an updating of the laws of adjacent states applicable to 
OCS activities. Section 4(a) (2) provided that the President was to 
determine and publish in the Federal Register lines projecting sea 
ward from the boundaries of states adjacent to the Outer Continental 
Shelf. With the exception of state taxation laws, and specific federal 
laws and regulations, the civil and criminal laws of such adjacent 
states "as of the effective date of [the COS Act]" were declared to be a 
law of the United States as to activities on the Shelf. Because of the 
words "as of the effective date of this Act", any applicable civil and 
criminal law was to be, until recently, determined as of August 7,1953.

The Deepwater Port Act, P.L. 93-627,88 Stat. 2146, Section 10 (f), 
amended this subsection to provide that whenever state laws applied 
to activities on the Outer Continental Shelf, the civil or criminal law 
in effect at the time of application was to be used.

The Committee agreed that the state criminal law, us applicable, 
should be those provisions in effect as of the date of application, but 
believed that a less stringent standard should be used as to state 
civil laws. Therefore, subsection (b) now provides that such criminal 
laws of the adjacent states shall be applicable as they are adopted, 
modified or amended by such states, but that the civil laws of such 
states shall be applicable ns of the date of enactment of the 1976 Act, 
and then as updated with all changes, at the end of succeeding five- 
year periods.

In addition, in order to implement the original 1953 Act's intent that 
the President was to promptly publish the projected lines extending 
the boundaries for the application of state laws, the President is re 
quired to actually determine and publish such lines within one year 
after date of enactment of the 1976 Act and is to establish procedures, 
if necessary, for the settling of any disputes relating to the projection 
of such lines, prior to such a determination. These lines are not, in any 
way, true legal tx>undaries between states, but are rather only the base, 
for federal application within Federal lands, for a determination of 
applicable state law.

Finally, the President is now to be required, within one year of the 
date of enactment of the 1976 Act, to establish procedures for the set 
tling of any outstanding international boundary disputes concerning 
the Outer Continental Shelf, including the determinatiori^of bound 
aries between the United States and Canada and between the United 
States and Mexico. Of course, if these procedures result in an interna 
tional agreement, other requirements or law, such as the ratification by 
the Senate in the case of a treaty, must be followed. These "interna 
tional boundaries" refer only to the submerged lands of the OCS and 
do not affect any territorial claims to the superadjacent waters.
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Certain technical and conforming changes are made to other sub 
sections of section 4, including the deletion of the original subsection 
4(b), relating to the jurisdiction of the United States district courts. 
Language similar to this subsection has now been included as part of 
the new Section 23, which describes the procedures and jurisdiction 
related to court actions under this Act.
Safety Itegulati&n and Enforcement

Subsection 4(e) is amended to provide that the Secretary of the 
Department in which the Coast Guard is operating is now required, 
rather than permitted as provided before, to mark for the protection 
of navigation any artificial island or stnicture which has not been suit 
ably marked by the owner. Subsection 4(e) (2) and subsection 4(f), 
which provide that the Secretary of the Department in which the 
Coast Guard is operating shall promulgate and enforce reasonable reg 
ulations as to safety of life and property and that the Secretary of the 
Army is to continue to have the authority to prevent obstruction to 
navigation in navigable waters, is maintained. However, these sections 
must now be read in light of sections 21 and 22 added by the 1976 Act.

Section 21 provides that regulation as to the avoidance of naviga 
tional hazards are to be prepared by the Secretary of the Interior with 
the Secretary of the Army, or the Secretary of the Department in 
which the Const Guard is operating, or both; and that regulations as 
to occupational safety and health are to be prepared by the Secretary 
of the Interior with the Secretary of Labor (through the Occupational 
Safety and Health Administration), or the Secretary of the Depart 
ment which the Coast Guard is operating, or both.

Section 22 directs the Secretary of the Interior and the Secretary of 
to Department in which the Coast Guard is operating to enforce safety 
and environmental regulations, and the Secretary of the Interior and 
the Secretary of Labor (through the Administrator of the Occupa 
tional Safety and Health Administration) to enforce occupational and 
public health regulations.

Section 4(e) and 4(f) provide authority for the Coast Guard and 
the Army to promulgate and enforce reasonable regulations. The 
actual promulgation and enforcement of such regulations are to be 
undertaken in a cooperative fashion by all those agencies named in 
Section 21 and section .22. "'

It is the intention of this Committee to provide that agencies which 
have developed expertise within their fields be given adequate author 
ity and responsibility to^ apply their expertise in the development and 
enforcement of regulations.

As to the development and enforcement of regulations for the 
avoidance-of navigational hazards, it is intended by the Committee 
that, insofar as existing regulations are adequate, or can be modified 
to be adequate, responsibility for the promulgation and later enforce 
ment of such regulations should continue to be maintained by the 
Coast Guard and, where appropriate, the Army, in consultation with 
the Secretary of Interior.

However, as will be described in more detail in the discussion 
on Section 21, the Committee was dissatisfied with the regulatory 
machinery and enforcement as to workers' safety presently under 
taken by the Interior Department and the Coast uuard, under the



present OCS Act, It is the Committee's intention and purpose to 
improve that machinery and enforcement by requiring participation 
of the Labor Department, through the Occupational Safety and 
Health Administration, in preparing regulations for employee safety, 
in enforcing employee safety regulations, and in investigating allega 
tions as to employee safety violations, including requiring an inquiry 
into any serious injury or death.

The Committee is aware of the role of the United States Coast 
Guard in regard to vessel safety, including provisions to protect 
employees. The Coast Guard has developed a program beginning at 
the design stage and continuing through construction and explora 
tion of a vessel. This program currently covers mobile drilling units 
and support vessels engaged in operations on the shelf. The Com 
mittee recognizes that these mobile drilling and vessels are not 
restricted to operations on the shelf but are commonly employed 
worldwide. Regulations to be promulgated and enforced under this 
Act would only apply .to such vessels when they are actually drilling, 
and therefore attached to the seabed. In order to avoid conflicts and 
ambiguities, the Coast Guard is given joint responsibility for employee 
safety regulation and enforcement. The Committee expects the Coast 
>Guard to work with OSHA and other responsible agencies so as tg 
provide that drill ships or other mobile vessels would not only comply 
with Coast Guard regulations while traveling, but also comply with 
regulations under this Act when in the drilling mode.
Section W^^-Outer Continental Shelf Exploration and Develop 

ment Administration
This section amends Section 5 of the Outer Continental Shelf Lands 

Act of 1953 by providing detailed requirements for the administration 
of leasing on the OCS.

Subsection (a) of Section 5 is now to provide that leasing be admin 
istered by the Secretary of the Interior, who is to promulgate all neces 
sary regulations to carry out his leasing responsibilities. These regu 
lations are to be applicable to any lease in-effect at the date of 
promulgation, as well as to any 'lease to be let in the future. Of course, 
the present Constitutional requirement that any retrospective regu 
lation be "reasonable" is applicable. Thus, any regulation must be in 
furtherance of the findings, purposes and policies of this Act.

As agencies other than the Interior Department are given responsi 
bility for certain regulations and enforcement actions under new 
sections 21 and 22 added to the OCS Act, and as state goverivnents 
are granted a larger role in all OSC decisions, this subsection stresses 
that the Secretary of the Interior is to cooperate with any relevant 
agency of the federal government and of an affected state in enforcing 
safety, environmental and conservation laws and regulations.

At each stage in the formulation and promulgation of regulations, 
the Secretary is to ask for and consider the views of the Attorney 
General as to any matter which may affect competition. Of course, 
any statement by the Attorney General is advisory only; it does not 
bind him in any future possible litigation or failure to litigate.

The original subsection~(a) of subsection 5 of the OCS Act granted 
very broad authority, with few guidelines, to the Secretary to promul 
gate regulations. The amended subsection, while not limiting the
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generality of the power granted to the Secretary to promulgate any 
appropriate regulation, does provide statutory guidelines and require 
ments for certain types of regulations.

The Secretary is to provide regulations for the suspension or 
temporary prohibition of operations or activities pursuant to a lease 
or permit in particular circumstances. Suspension can occur, if re 
quested by the lessee, to further conservation, to insure proper develop 
ment, and to allow for adequate transportation of resources. The 
intention of this paragraph is to provide that suspension and a con7 
current extension of the five-year lease term may be granted, upon 
request of the lessee or permittee, so as to allow, for example, unitized 
exploration or development, common pipeline placement, or proper 
and safe delivery by tankers.

Suspension is also permitted without any request by, and even over 
the objection of, the lessee, if there is a threat of serious, irreparable 
or immediate harm or damage as a result of any operation or activity. 
Section 23 provides that the lessee can seek review of any such sus 
pension through a proceeding in the United States district court.

As the reason for the suspension is usually through no fault of the 
lessee, any permit or lease affected 'by a suspension or temporary pro 
hibition is to be extended for the period of such extension or prohibi 
tion. If, however, a suspension or prohibition is a result of gross neg 
ligence or willful violation of the terms of a lease or permit or of 
applicable regulations, no such extension shall be permitted.
Cancellation Provision*

The Secretary is also required to develop regulations for the can 
cellation of any lease or permit when continued activity would actu 
ally cause, not just threaten, serious harm or damage, and such harm 
or damage would not decrease over a reasonable period of time. It was 
the intention of the Committee that the Secretary would first sus 
pend or temporarily prohibit activities when there is a potentiality of 
serious harm, and then, if it appears to the Secretary that continued 
activity would actually cause harm, and that the harm would be con 
tinuing for the indefinite future, lie should cancel the lease. This pro 
vision in subsection (a) would ordinarily only apply to an environ 
mental cancellation, without the fault of the lessee or permittee. Sub 
section (c) and (d) of this Section provides the procedures for can 
cellation or termination because of improper activities or non-compli 
ance by a lessee or permittee.

An environmental cancellation of a lease or permit can only occur 
after a hearing, and the determination by the Secretary after that 
hearing would be subject to review in an appropriate district court, 
as provided in section 23 (b).

An environmental cancellation does not foreclose any claim for com 
pensation as required by the Constitution or any other law. The ap 
propriate district court, as a trial-level court, would 5 determine on a 
case-by-case basis whether the cancellation involved a "taking", and if 
so, what would be the just compensation for that taking. As the en 
vironmental cancellation provision is retrospective, it was the Com 
mittee's belief that the awarding of compensation would be more 
liberal for those leases issued prior to the date of enactment jf the 
1976 Act, as the lessee bid on a lease without notice of the possibility



of a faultless cancellation. However, it was'the intention of the Com 
mittee that issues concerning the right to, and the amount of com 
pensation, were more appropriately judicial'ones, rather than leg^ Na 
tive ones, and thus should not be specified within the OOS Act.

An environmental'cancellation, permitted at any time, is to be dis 
tinguished from an automatic cancellation or termination of a lease 
for disapproval of a development and production plan, as provided 
in new section 25. Section 25 provides that if a development and pro 
duction plan, submitted after a discovery of oil or natural gas, or 
both, cannot be modified to insure a safe operation because of excep 
tional circumstances, it is to be disapproved, the lease automatically 
deemed to be cancelled, and the lessee entitled to all amounts paid for 
the lease and all direct expenditures pursuant to the lease up to the 
cancellation.

As the disapproval is "deemed" to be a cancellation, there is no ju 
dicial review m the district court of that cancellation. However sec 
tion 23 (c) (2) does provide that the disapproval, and thus the auto 
matic cancellation, could 'be challenged through administrative pro 
ceedings within the Department of the Interior, and then judicial.re 
view in an appropriate United States Court of Appeals.

Environmental cancellation because of disapproval of a development 
and production plan automatically entitles the lessee to all expenses, 
while cancellation at any other time might or might not entitle a lessee 
to compensation, as determined on a case-by-case basis by the courts.

Subsection (a) also specifically instructs the Secretary of the In 
terior to promulgate regulations for assignment or relinquishment of 
leases; unitization, pooling and drilling agreements; subsurface stor 
age of oil and gas, drilling arrangements, and for the prompt and ef 
ficient exploration and development of a lease area. The Secretary is 
also instructed to prepare regulations to carry out specific sections of 
the Act, dealing with the different bidding systems, annual reports, 
safety regulations, leasing and development programs and plans, citi 
zens suits, Regional Outer Continental Shelf Advisory Boards, and 
the sale of royalty, net profit share, or purchased oil and gas.

Subsection (b) makes it explicit that the issuance, extension, or con 
tinuance of any lease is conditioned upon compliance by the lessee with 
the regulations issued under the Act. They are to be considered part of 
the lease terms. Any regulation promulgated after the issuance of a 
lease, if reasonable, would have retrospective application.

Subsections (c) and (d) readopt into Section 5 former paragraphs 
(b)(l) and (bW2), respectively.

Subsection (c) provides for the cancellation cf any non-producing 
lease for failure to comply with the Act, the lease terms, or applicable 
regulations. The holder of such non-producing lease which is can 
celled may secure review of that decision in the United States district 
court, as provided in Section 23 (b).

Subsection (d) provides for cancellation of any producing lease 
for failure to comply with the Act, lease terms, or'applicable regula 
tions. Such ft cancellation cnn only occur after a proceeding in the 
•appropriate United States district court, as provided in Section 
23 (b).

It is the intention of the Committee that unlike a cancellation for 
environmental reasons, where the compensation is a question for the



court, a cancellation because of failure to comply with the Act, lease 
terms, or applicable regulations, would ordinarily preclude compen 
sation to the lease holder.

Subsection (e) readopts former subsection (c) providing for rights 
of way for the transportation of minerals under appropriate regula 
tions.
Ra/,e*~of Production

Subsection (f) provides for application of provisions as to the 
rate of production of oil and gas on a lease. The Energy Policy and 
Conservation Act, P.L. 94-163, 89 Stat. 871, Section 106, 42 U.S.C. ' 
6214, allows the President to require crude oil and mineral gas or 
both to be produced from fields on federal land, including the Outer 
Continental Shelf, at maximum efficient rates of production, and at 
temporary emergency production rates during a severe energy sup 
ply interruption. Paragraph (1) of subsection (f) provides that if 
any such rule or order is issued by the President, under the Energy 
Policy and Conservation Act, or any other provision of law, the lessee 
is to produce at rates consistent with such rule or order. Paragraph 
(2), however, provides that if no rule or order is established 

by the President, the Secretary is to promulgate regulations to insure 
the maximum rate of production which is efficient and safe, and that 
the lessee is io produce oil or gas, or both, at rates consistent with any 
such regulation. The Secretary is granted the discretion, after such 
rate is established, to permit variances when necessary. The question 
of efficiency as an element of the rate or rates to be set would include 
economic and technological factors. Industry would have the right 
to comment on any proposed regulations, as would any other inter 
ested citizen, prior to the promulgation of a final and effective 
regulation.

Subsection (g) provides that after the date of enactment of the 
1976 Act, no lessee can flare natural gas from any well, unless the 
Secretary of the Interior makes a specific finding that such a pro 
hibition is not practicable. Practicable includes economic and efficiency 
considerations. Section 501 of the 1976 Act requires an annual report 
as to any wells that the Secretary permits to flare natural gas.
Section 905.—Revision of Bidding and Lecue Adminittration

Section 205 amends section 8 of the OCS Lands Act by providing 
new bidding options and procedures.

The original OCS Lands Act of 1953 provided that leases were to 
be awarded to the highest responsible qualified bidder, through com 
petitive and sealed bidding procedures on the basis of a cash bonus, 
with a fixed royalty of no less than 12% percentum, or on the basis 
of a royalty, at no less than 12% percentum, and a fixed bonus. 
Subsection (a) of Section 8 is amended to still require competitive, 
sealed bidding procedures and to still authorize bonus and royalty 
bids, but now also to authorize six new bidding systems: (1) a fixed 
cash bonus bid with a diminishing or sliding royalty; (2), a cash 
bonus bid with a fixed share of the net profits of not less than 30 
percentum; (3), a net profit share bid with a fixed cash bonus; (4), 
a cash bonus bid with a fixed royalty with no less than 12% per 
centum and a fixed net profit share of no less than 30 percentum;
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(5), a cash bonus bid with a fixed net profit share, for a percentage 
share of a lease area, and (6), a cash bonus bid with a ^fixsd or 
diminishing royalty, for a percentage share of a lease area.

Detailed procedures are also included in this subsection for the 
quantification of bids and the holding of lease sales using the various 
systems.

Several options provide for minimum royalties and net-profit share. 
It might become uneconomic during- later phases of production to 
exploit resources because of these mihimums. Therefore, in paragraph 
(3) of the subsection, the Secretary is given the authority, after 
production has commenced, to reduce or eliminate any royalty or net 
profit share so as to encourage complete exploitation of the resources 
in a lease area.

One problem of the present front-end bonus system is the need for 
a potential lessee to secure large amounts of capital for the payment 
of the front-end bonus immediately after a winning bid is accepted. 
Paragraph (2) of subsection (a) would permit the Secretary to pos 
sibly alleviate this problem by announcing prior to a lease sale that 
a cash bonus may be paid in installments according to a schedule over 
a period up to five years or up to the commencement of development 
and production, whichever occurs first.

While there are uniform accounting procedures and standards to 
determine profits for anJndustry, or a company, in general, or from 
a particular activity, what is exactly "net profits" is often unclear. 
A bidder in a lease sale, involving one of the systems involving a fixed 
or a variable net profit share, should know what that term means 
prior to submitting his bid. Therefore, paragraph (4) of subsection 
(a) provides that the Secretary shall, in a regulation issued at least 
90 days prior to a lease sale involving a net profit share, establish 
rules to; govern the calculation of net profits. As the potential lessee 
would know prio).* to entering his bid now net profits are to be cal 
culated, if there is any dispute as to the actual calculation of net 
profits once production has commenced and profits accrue, the burden 
of proof is to be on the lessee. In attributing profits as between oil 
ana gas, costs are to be allocated proportionately to the value of the 
.respective amounts of oil and gas produced.
Phillips Plan Provision

Subsection (a) provides for two percentage leasing systems, one 
with a fixed net profit share and the other \\\}\\ a fixed or diminishing 
royalty. This system, suggested to the. Corijmittee by the Phillips 
Petroleum Company (and commonly called the "Phillips Plan"), 
provides an opportunity for n number of companies to secure undivided 
working interests in a lease area and then proceed to jointly explore 

* and develop that lease area.
It is expected that this system will allow smaller energy companies, 

and other companies not presently involved in OCS leasing, to partici 
pate. A company would bid for a certain percentage^ in its discretion, 
of a lease area at a certain price. The highest responsible qualified bid 
ders, up to 100 percent of the lease area, would be awarded their per 
centages. In general, the Secretary of the Interior is to establish stand 
ards and procedures for the formation of a joint working group con 
sisting of all the successful bidders on the percentage leasing system,



91

and is to be considered a non-voting party to any such group. Specifical 
ly, the Secretary is to approve the operator or operators for the joint 
working group in a lease area and the terms of management of activi 
ties in that lease area.

The Committee reco^ 
ing the percentage leasing i 
the highest bidders for each one percentage 
cessful bidders could have paid different amounts for each one per 
centage share. Their interests and incentives would, therefore, be dif 
ferent, depending on whether or not their bid was higher or lower than 
the average successful one. To avoid these problems, paragraph (5) 
(A), provides that the Secretary of the Interior is to average out the 
price per one percentage share of each of the successful bidders. This 
average price would be the price actually to be paid by such successful 
bidders. If an individual whose bid is less than the average decides not 
to pay the additional amounts required, he is to receive back his de 
posit and his rights and obligations are terminated. It is expected, 
however, that any individual who bids below the average share, noting 
the fact that other companies bid above the average share, would most 
likely agree to pay the additional amounts.

There is, of course, the possibility, either at the time of the initial 
lease sale, or through the refusal of bidders below the average to pay 
the additional amour % that 100 percent of a lease area would not 
actually be bid. Paragraph (5) (B) provides the procedure in such a 
situation. The additional shares not bid would be offered to the suc 
cessful bidders. If, even after this procedure, all the shares are not 
sold, the Secretary shall offer any remaining shares to the highest in 
terested bidder whose bid was not accepted at the initial bidding proc 
ess. He may purchase a number of shares up to the number for which 
he originally bid. As with all other one percentage shares, any addi 
tional shares are to be sold pursuant to the price averaging procedures.

Under any bidding system authorized by this section, a bid might 
be the highest and still not be sufficient in the opinion of the Secretary 
of the Interior to provide fair return to the United States for its OCS 
resources. In such a situation, as is the present law, the Secretary may 
refuse to award the lease to such highest bidder. The Committee was 
concerned that the came problem might occur after the averaging out 
of the price of the percentage shares, the possible elimination of some 
of the lower bidders, or the offering of remaining shares to a smaller 
number of bidders, under the percentage leasing system. Paragraph 
(5) (C) of this subsection therefore makes it explicit that the Secretary, 
through regulations, is to provide that a lease sale using the percentage 
leasing system is to be cancelled if the total amount paid for all shares 
does not represent a fair return to the government
Purpose* of Alternate Lease Systems

The purpose of allowing use of all these new bidding options is to 
determine what system, and in what situations, provides the best means 
to lease our federal resources on the Outer Continental Shelf. Some 
witnesses before the Committee indicated that the high front-end 
bonus bids may have created a barrier to the entry of small and me 
dium-size oil firms, as well as other potential explorers, to the OCS ac 
tivity, and that these types of bids do not, after the completion of ex 
ploitation of a lease area, provide a fair return to the government

70-511 O - T« - 7
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Others, including representatives from the Interior Department and 
some of the oil companies, indicated their satisfaction with the present 
front-end bonus system in that it provides for rapid exploration and 
recovery of resources and has worked so as to provide maximum reve 
nue with no risk to government, and with ample opportunity for all 
to participate.

subsection (a) contains several means to determine and resolve 
this dispute. First, standards to be applied by the Secretary in select 
ing bidding alternatives are provided. The standards include pro 
viding fair return to the federal government, increasing competition, 
insuring safe operations^ avoiding undue speculation, avoiding un 
necessary delays in exploitation, discovering and developing resources 
in an efficient and timely manner, and limiting administrative bur 
dens on both government and industry.

Second, to secure as much information as possible as to the effect 
and value" of alternative leasing systems, the Secretary is permitted 
to require bids to be submitted under more than one bidding system. 
The successful bid would be statistically or randomly selected so as 
to avoid the possibility of false bids bein\* submitted. Authorizing se 
lection of a bid in a random manner, for statistical purposes, would 
avoid a challenge of such selection as being arbitrary and capricious.

Third, the Secretary is authorized to require each bidder to submit 
bids in accordance with more than one bidding alternative, and then 
is authorized to select the bid that best satisfies the standards to be ap 
plied. Unlike the first multiple bid procedure, which is to be for 
statistical purposes, this multiple bid procedure would be to obtain 
the best bid.

Fourth, the Secretary would have to use in at least ten percent of 
the total area offered for lease each year during the next five years, in frontier '" '' ** ' — ' • ' • •
assure
limited "escape hatch." If in any year, the Secretary 
to the satisfaction of Congress that using new systems in ten percent 
of the lease areas offered would unduly delay efficient development, re 
sult in less than a fair return to the government, or reduce competition, 
he could utilize less than ten percent. The satisfaction of Congress 
would have to be expressed by a resolution of approval passed by (>oth 
the Senate and the House within thirty days. It was the intention of 
the Committee by this limited exception to strengthen the mandate 
given to the Secretary to require him to use bidding systems other 
than the cash bonus bid.

Finally, the Secretary is to annually report to Congress as to his 
use. of the various bidding options. In addition to listing all previous 
and anticipated lease sales, he is to evaluate the benefits and costs 
associated with conducting lease sales using the various systems, to 
explain why any particular bidding system is not or will not be used, 
to explain if bidding systems other than the front-end and cash bonus 
bid were not actually used in areas actually leased, and to analyze the 
capability of each bidding system -to accomplish the standards for 
bidding.
Joint Bidding Restriction*

While there is no provision in the OCS Act of 1953 as to limiting 
joint bidding, the Secretary has prohibited, by regulation, any joint
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bid, where more than one of the joint bidders controls, directly or 
indirectly, an average daily production of 1.6 million barrels or more 
of oil or its equivalent. The recently enacted Energy Policy and Con 
servation Act, P.L. 04-163, 89 Stat. 871, 42 U.S.C. 6213, requires the 
Secretary of the Interior to preclude joint bids on OCS leases when 
more than one of the joint bidders is chargeable with production of 
1.6 million barrels, or more, of crude oil or its equivalent, per day. 
However, the Energy Policy and Conservation Act allowed the Secre 
tary of the Interior to exempt any joint bidding prohibition for leases 
in frontier high risk, or high cost areas.

Most future Outer Continental Shelf activities will be in frontier 
areRd. Moreover, the more risk in the lease area as to finding resources, 
th'j'lower, rather than higher, the bid would be, and thus the less, rather 
than more, there will be a need for capital from more than one large 
company. The Committee was concerned that the Energy Policy and 
Conservation Act might be construed, improperly, in light of the 
intention of Congress, to eliminate the present prohibition of joint 
bids in appropriate circumstances. To clarify ana enact into positive 
law the intent of the Committee, paragraph 7 of subsection (a) pro 
vides that the Secretary is to establish regulations permitting joint 
bids in appropriate circumstances. The regulations, npwever, cannot 
allow joint bids where more than one of the joint bidders controls 
directly or indirectly an average daily production of 1.6 million barrels 
a day in-crude oil or its equivalent. To encourage competition, a larger 
company is permitted to combine with any number of smaller com 
panies, but is to be precluded from combining with another large oil 
company in bidding on a lease. What is a large company, for these 
purposes, is left to the discretion of the Secretary. The Secretary has 
recently adopted the 1.6 million barrel per day standard, and the 
value of this standard in promoting competition has not been ade 
quately tested. Thus, the Committee set this figure as to the maximum 
amount, to be used to determine what is a large company. However, 
as more information is obtained, the Secretary is given the discretion 
to set a lower barrel per day standard, by regulation.

Because percentage leasing systems involve companies actually 
exploring, developing and producing together, paragraph (7) almost 
totally precludes any joint bid for a percentage share. However, there 
may be cases where silent economic partners wish to bid, but do not 
wish to participate in any decisions. The addition of their capital may 
increase competition in the bidding of percentage shares. Therefore, 
the Secretary may permit joint bidding in a percentage leasing when 
he specifically finds it necessary to promote competition.
Leaxe Size Limitation. TAfted

Subsection (b) of the amended Section 8 provides for the terms of 
a lease. Under the original OCS Lands Act of 1953. a lease was to be 
for 5,760 acres. However, the Committee learned in its testimony that 
acquiring leases for that amount of acreage might lead to inefficient 
exnloration and development, and possible administrative burdens 
to both the government and potential lessees. Ideally, structures or 
geological traps containing reserves of oil and natural gas should 
be explored, developed and produced as an entity, thus providing the 
most efficient exploitation. However such structures or traps might
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be so large that only a few companies would be able to afford to bid 
and develop such leases, and thus, competition would be minimized. 
Finally, leasing of overly-large areas might avoid more than one 
exploration strategy, and thus preclude discovery and the efficient 
development of resources. To resolve these problems, paragraph (1) 
of subsection (b) eliminates the 5,760 acre limitation and provides 
that a lease can cover any area designated by the Secretary, whether 
on the basis of the entire geological structure or trap, or on the basis of 
a reasonable economic production unit.

The present OCS Lands Act provides that a lease is for a period of 
five years, and then as long thereafter as there is production or ap 
proved drilling operations. Concern was raised at the hearings of the 
Committee that in some areas of unusually deep water or adverse 
weather conditions it might not be possible to complete exploration, 
even .if the lessee was duly diligent, within the five-year period. On the 
other hand, it was feared that providing for ten-year leases might dis 
courage prompt exploration activities. Paragraph 2 of subsection 
(b) provides that a lease is to be for five years, and may be extended 
for five additional years, if necessary to encourage exploration and 
development in areas of unusually deep water or adverse weather 
conditions. As in the original provision, a lease or extension is to 
continue beyond the five-year period or periods, as long as oil and 
gas is produced or approved drilling operations are conducted. To 
assure expeditious ana proper exploration, no five-year extension can 
be granted if the Secretary finds that the lessee has not been duly 
diligent in his exploration activities during his five-year lease term. 
Thus, if a lessee is acting expeditiously in an area, but because of 
climatic conditions or extreme water depths, he cannot complete his 
exploration, he will ordinarily receive an extension. If, however, he 
is found to not he diligently exploring, no extension would be 
permitted.

Certain other specific provisions- are required to be included in any 
lease. A lease is to provide that the lessee pay the value as determined 
by the bidding system utilized in the sale of *his lease ; to provide that 
the Secretary of the Interior can require increased production under 
certain circumstances} to entitle the lessee to exploit the resources in 
his lease area ; to provide that the Secretary may suspend or cancel 
the lease in circumstances described by regulations issued pursuant 
to this Act; to require that the lessee exploit the resources in his lease 
area with due diligence and in accordance with the, development and 
production plan approved by the Secretary of the Interior; and to 
provide for payments of rentals. In addition, other provisions may 
be included in a lease prescribed by the Secretary at the time of offer 
ing the area for lease.
Anti-trust

Subsection (c) of the amended Section 8 is designed to insure that 
the issuance or five-year extension of a lease is not a nti -competitive. 
The Attorney General and the Federal Trade Commission are to in 
dicate to the Secretary of the Interior what type of information they 
need in order to determine whether a lease or extension would be anti 
competitive. Thereafter, the Attorney General and the Federal Trade 
Commission are to receive specific notice, in the terms agreed upon,



from the Secretary of the Interior prior to issuance of a lease or the 
granting of a five-year, extension. The Attorney General and the-Fed 
eral Trade- Commission have thirty days to review this notice and 
take whatever action one or the .other, or both, determine to be appro 
priate to insure free enterprise competition. The lease can only be 
issued or extended at the conclusion of that thirty-day period. Failure 
to act within the thirty days does not provide any type of immunity 
or defense to a later civil or criminal suit under the antitrust law.
Due Diligence JRequirement*

Subsection (d) requires that the Secretary of the Interior make 
a finding that any lessee, about to be awarded a lease, or applying for 
an extension of a lease, is complying with all the due diligence re 
quirements on all leases currently in his'possession. Unless such a 
finding is made, no extension or new lease may be granted.

The purpose of this subsection, and the purpose of the earlier 
provision in subsection (b) (2), requiring due diligence to be demon 
strated on a lease in order to get an extension, is to supplement those 
subsections dealing with cancellation of a lease for failure to comply 
with applicable regulations, sucfi as those providing for rates of pro 
duction. No company should be able to withhold resources from the 
Outer Continental Shelf by improperly shutting in wells or delaying 
exploration or production. If a lessee acts in conformance with an 
exploration plan or development plan, as defined by regulation, and 
approved by the Secretary, he is, of course, acting with due diligence 
and would not be deprived of a lease or extension.

It is intended that the prohibition on the granting of a lease or an 
extension because of lack of due diligence on other leases would be 
in effect only so long as the company continues in violation of due 
diligence requirements. Thus, any potential lessee is not disqualified 
from participation unless his own current actions indicate that he 
is unwilling or unable to abide by the provisions of this Act, appro 
priate regulations, and appropriate lease terms, which describe due 
diligence.
Federal-State Joint Leasing

Subsection (f) is intended to establish a procedure for the orderly 
and efficient leasing and development of Outer Continental Shelf 
lands contiguous with state tidelands. While the issue of jurisdiction 
over offshore lands has been resolved by the United States Supreme 
Court in United States v. Maine, 420 U.S. 515, 95 S. Ct. 1155 (1975), 
the problem of drainage of state resources by a lessee operating on 
the Outer Continental Shelf has not been so resolved.

Subsection (f) provides that, at the same time he solicits nomina 
tions for the leasing of lands within three miles of the seaward boun 
dary of the coastal state, the Secretary is to notify the Governor of 
that coastal state of the areas to be offered for leasing, characteristics 
of the region, the best estimate of the amount of reserves in the areas 
proposed for leasing, and the existence of any fields or geological 
structures or traps in that area, but that overlap state tidelands.

If the Secretary of the Interior believes that an area nominated for 
leasing contains a field, structure or trap which may be located both 
within federal and state-owned lands, he is to offer the Governor of 
the appropriate coastal state the opportunity to jointly lease the area.
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The Governor then has ninety days to determine whether he wishes 
to participate. If the Governor declines the offer, the Secretary may 
lease the federally-owned portion of the area. If the Governor ac 
cepts the offer, the Secretary and the Governor are to meet to work 
out mutually accepted terms of a lease. As this is a lease authorized 
under the OCS Act, it, of course, must be consistent with the provi 
sions of the Act and applicable regulations. Additional terms may be 
included in the lease so as to comply with state law, so lone as they 
cannot reasonably be said to be inconsistent with federal law. If 
mutually acceptable terms of a lease are agreed upon by the Secretary 
and the Governor, they are to jointly offer such area for lease. If, 
after -a reasonable period of time, such mutually acceptable terms are 
not able to be agreed upon, the Secretary of the Interior may lease 
the federally-owned portion of the area.

This joint lease procedure does not introduce arbitrary del ays. The 
natural time-lags which exist between, the calling for nominations, 
the receipt of nominations, and the acceptance of bids, are utilized as 
the period for information to be supplied to the state, an offer to be 
mV.de by the Secretary of the Interior to the state, and mutually ac 
ceptable terms to be negotiated.
• The subsection specifically provides, and the Committee explicitly in 
tends, that the Secretary supply the. Governor of a coastal state whose 
tidelands are adjacent, to the OCS, with "all information," includ 
ing interpretations, about the characteristics of the adjacent zone if 
there is a potentiality of a joint lease. This information should be made 
available to the Governor promptly after receipt by the Secretary.

The Committee recognized a seeming inconsistency between the 
mandate of this subsection and the requirement in subsections (c) 
and (e) of Section 26, that regulations be promulgated by the Secre 
tary prohibiting the release of any confidential or privileged informa 
tion to anyone, including a Governor, prior to a lease sale, unless the 
private supplier consents. It is the Committee's intention that these 
provisions be interpreted and applied so as to be consistent. Regula 
tions ,>as to confidentiality, to be prepared pursuant to Section 26, 
should require that the Secretary make a preliminary determination, 
as promptly as possible and certainly no later than immediately after 
soliciting nominations for an area, as to whether a proposed federal 
lease area contains a field or geological structure or trap that extends 
into state tidelands. Only if the existence of such a common formation 
is so determined, all information, including otherwise confidential or 
privileged data, is to be made accessible or supplied to the Governor 
or his designated representative. Knowledge so obtained would be sub 
ject,, under Section 26, to applicable federal confidentially provisions. 
Individuals securing permits, or other authorization, to conduct pre- 
lease studies would, through these regulations, be aware of this limited 
exception to pre-lcase confidentiality requirements. Thus, a Governor, 
as a potential joint lessor, would have-the same information available 
as the federal government, and private survey and exploration firms 
would be assured of confidentiality.

If there is no joint lease, or if a joint lease does not contain a term 
specifically dividing proceeds from a lease, all federal revenues from 
the federal lease are to be placed in an escrow account until the Sec-
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retary of the Interior and the Governor of the coastal state determine 
the proper rate of payments to be deposited in their respective treas 
uries, based on geological or other information. If, after a reasonable 
period of time after production has commenced, the Secretary and the 
Governor are not able to make such a determination, either would have 
the right under Section 23 (:b) to take the controversy as to the rights 
to natural resources to the appropriate district court..
Section 206.—Outer CorMnental Shelf Oil and Oat Exploration

Section 206 amends Section 11 of the OCS Act, providing for the 
procedures for exp'/oration of areas on the Outer Continental Shelf.

Under the original Outer Continental Shelf Lands Act of 1953, any 
agency of the United States and any person authorized by the Secre 
tary could conduct geological and geophysical explorations. The De- " 
partment of the Interior has indicated, that this provision grants it 
clear authority to allow any type of exploration, before a lease sale or 
after a lease sale, including private exploration, or public exploration, 
directly or by contract. The Committee decided not to alter this broad 
grant of authority nor to indicate a preference for one exploration 
strategy over another, except for requiring applicants to be sought for 
an on-structure stratigraphic drilling test, described in subsection (g). 
Therefore, it readopted, in subsection (a) (1), substantially the original 
language by providing that any agency or person whom the Secretary 
authorizes by permit or through regulation may conduct geological and 
geophysical exploration in the Outer Continental Shelf, provided such 
explorations do not interfere with operations in any leased area, and 
are not unduly harmful to the marine environment.

The Committee recognized that the Secretary of the Interior has 
not authorized government exploration on OCS lands, either by his 
own employees or by contracted service personnel. However, it be 
lieved, based on the testimony of the Interior Department, that this 
Section would allow the present Secretary, or any future Secretary, to 
conduct or authorize sucn exploration activities as he deemed proper.'

Section 11 adds a requirement for all holders of leases issued or 
maintained under this Act to submit an exploration plan to the Secre 
tary for approval prior to exploring a leased area. Such plan may apply 
to more than one lease held by a lessee in a region or to more than 
one lessee, where there is a unification, pooling or drilling agree 
ment. Any lessee conducting activities on their own leased area must 
do so in accordance with an approved exploration plan and is exempted 
from the permit or regulatory authorization procedures and limita 
tions of subsection (a) (1). Ilowever, the Secretary is given the au 
thority to require a lessee, by regulation, to obtain a permit before 
drilling any well, despite having approved the exploration plan.

Subsection (c) desc ibes the contents of an exploration plan and 
the procedures for approval ,or modification of that plan. An explora 
tion plan is to include (1) a schedule of anticipated activities; (2) a 
description of equipment to be used; (3) the general location of each 
well to be drilled; and (4)v other information deemed pertinent by 
the Secretary. In addition, the Secretary can, by regulation, require 
a lessee to submit a 'statement as to his development and production 
intentions. Such statement shall be for planning purposes only, and 
shall not be binding on any party.



After submission of the plan, the Secretary has thirty days to act 
upon it. If he finds it consistent with the law, regulations, and the 
lease, he may approve it. If he finds modifications are necessary to 
achieve such consistency, he is to require such modifications. If he 
believes the plan, even if modified, would not insure safe operations, 
he can delay action upon the plan and suspend activities, but only 
pursuant to and under the circumstances permitted by regulations 
provided for such environmental ^suspensions pursuant to Section 
5(a)(l)oftheOCSAct.

After submission and approval of his plan, the lessee may request 
revisions, which would then be subject to the same approval pro-

The requirement of approval of a plan prior to any exploration 
applies to all leases issued prior to and after the date of enactment 
of the 1976 Act. However, the requirement does not go into effect 
until ninety days after enactment of the 1076 Act, thus allowing pres 
ent lessees to continue operations, submit plans, and require approvals 
without any delay in activity. In addition, under subsection ll(f). 
in that same ninety-day period the Secretary may review existing 
plans on leases which have already secured approval under current 
regulations, and approve them if they are in substantial compliance 
with the requirements for exploration plans in this section.
Pre.-Lea*f. Exploratory Drilling

Subsection (g) requires the Secretary of the Interior to secure ap 
plicants to conduct geological exploration drilling, prior to a lease 
sale, at least once in each frontier area. The Secretary should select 
drilling locations with the highest potential of containing signifi 
cant oil and gas. Such drilling would be done only on the basis of 
voluntary participation by industry without cost, to the federal gov 
ernment.

The pre-lease exploratory drilling program contemplated by this 
subsection is patterned after the existing Continental Offshore Strati- 
graphic Test ("COST") program. Under that program, the Interior 
Department has granted permits to consortiums of oil companies to 
drill deep stratigraphic test wells in frontier areas prior to leasing. 
Participating companies and the Interior Department have the ex 
clusive right to information obtained from the testing.

Permits have been granted for COST drilling in the Gulf of Mexico, 
Southern California and Gulf of Alaska, as well as the Baltimore 
Canyon Trough and Georges Banks regions of the Atlantic OCS. The 
program has met with widespread industry support and acceptance, as 
evidenced by the fact that thirty-one oil companies shared the esti 
mated $0 million cost of drilling the. Baltimore Canyon Trough test 
well.

However, the Interior Department iias followed a }x>licy of allowing 
COST drilling only in locations where there is the lowest, possibility 
of detecting the presence of oil and gas (off-structure). In contrast, 
subsection (g) now requires the Secretary to make all reasonable 
efforts to have such drilling take place at least once in every frontier 
area in areas which have "the greatest likelihood of containing sig 
nificant oil and gas accumulations" (on-structure).



By providing geological information about the proposed lease area 
prior to leasing, this program would increase the probability that the 
public will receive a fair return for the sale of its resources, and de 
crease the likelihood that industry will expend large sums of bonus 
bids for lands which turn out to be valueless.

In addition, the program would facilitate entry into OCS activity 
by smaller, independent oil and gas producers who often presently 
cannot reasonably assume the risks involved in bonus bidding—pav 
ing large cash sums in advance, with no assurance of recovery of oil 
or gas. By providing all bidders participating in the test with sufficient 
information to make bids which more accurately reflect the value of 
the tracts to be purchased, this program might lessen some of this risk.
Section £07.—Annual Report

Section 207 amends section 15 of the Outer Continental Shelf Lands 
Act to require the Secretary of the Interior to submit an annual report 
in two parts within six months of the end of each fiscal year.

Part 1 of the annual report would describe the OCS leasing and 
production program, including an accounting of all monies, and all 
activities, a summary of management, supervision and enforcement 
activities, a list of shut-in and flaring wells, and recommendations to 
Congress for improvements in management, safety, amount of pro- 
duction^and resolution of any jurisclictional conflicts.

Part 2 of the report, to be prepared after consultation with the 
Attorney General, is to describe programs and plans for the promotion 
of competition. The report is to include recommendations and findings 
by the Attorney General, and which are to be considered advisory only 
and not binding as to any future action or inaction, and plans for 
implementing recommended administrative changes or proposals 
for new legislation. It is to contain an evaluation of the various 
bidding systems, an explanation for the failure to use any new 
bidding system, an evaluation of any other bidding system not 
authorized by the 1976 Act, an evaluation of the effectiveness of joint 
bidding limitations, an evaluation of other measures to encourage 
entry of new competitors, and an evaluation of measures to increase 
the supply of oil and gas to independent refiners and distributors.
Section W8.—tVev> Section* of the Outer Continental Shelf Land*

Act
Section 208 adds eleven new sections to the Outer Continental Shelf 

Lands Act.
Section 18.—Leatiny Program*

Section 18 establishes procedures which require the Secretary of 
the Interior to weigh environmental and other risks against energy 
potential and other benefits in determining how, when and where oil 
and gas should be made available from the-various Outer Continental 
Shelf areas to meet national energy needs.

Subsection (a) requires the Secretary of the* Interior to prepare, 
approve, and maintain a five-year leasing program, to review it at 
least every year, and to revise and reanprove it as appropriate.

The purpose of any program, revision, or reapproval are to imple 
ment the policies, purposes and findings of the Act and to indicate
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•the size, timing and location of leasing activities for each five-year 
period following approval or later reapproval.

Management of the program is to oe balanced, considering all the 
economic, social, and environmental impacts of oil and gas activities. 
In determining the timing and location of activities in the various 
geographic regions, the 'leasing program should consider the existing 

.characteristics of such regions, the need to share developmental bene 
fits and risks among the-various regions, the location or these regions 
with respect to the needs of the various regional markets, the locations 
of the regions with respect to other uses of sea and seabed, the. inter 
est of developers in a particular area, the laws, goals, and policies, 
such as zoning or land use, of affected states, the policies and plans of 
coastal states promulgated pursuant to the Coastal Zone Management 
Act, recommendations and advice given by any Regional Outer Con 
tinental Shelf Advisory Board, and the availability of sufficient equip 
ment.and capital to allow expeditious exploration and development. 
The securing of information to allow evaluation of these factors will 
not necessarily involve additional record-keepi? it by either private 
persons or the government. Later subsections provide that the Secre 
tary can purchase from private sources and obtain from public sources, 
including federal departments and agencies, any information necessary 
for use in preparing and revising a program.

Selection and timing of leasing areas should, to the maximum ex 
tent possible, maintain a proper balance between the potential .of 
environmental damage, resource discovery, and onshore adverse im 
pact. Finally, -leasing activities, including the schedule of lease sales 
and the amount to be included in the lease sales, should assure receipt 
to the government of fair market value for our public resources.

Subsection 18(b) requires that the Secretary estimate and include 
in the program the appropriations and staff required to obtain, ana 
lyze, and interpret information; conduct baseline studies and pre 
pare any necessary environmental impact statements (as for example 
prior to a lease sale); and supervise activities so as to assure due 
diligence and compliance with this Act, regulations, and the terms of 
the lease. As the purpose of these estimates is to provide information 
to the Congress, the states, and the public, the Committee intends that 
these estimates represent the Secretary's best judgment of actual 
costs rather than a view as to what are appropriate funding levels in 
a budget.

Subsection 18 (c) provides for submission, review and promulga 
tion of the leasing program. No later than nine months after the 
date of enactment of the 1976 Act, the Secretary is to submit a pro- 
)Mised leasing program to the Congress and to the Attorney General, 
and is also to publish it in the Ftditral.Requter. The Attorney Gen 
eral, within ninety days after the date of publication, is to submit 
comments on the anticipated effects of such program on competition. 
Such comments, of course, .do not bind him to any future action or 
inaction, but are advisory only. In addition, any state, local govern 
ment. Regional Outer Continental Shelf Advisory .Board, or other 
person, including environmental organizations or Members of Con 
gress, can submit recommendations and comments as to any aspect of 
the program.
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This submission for and receipt o,f formal comments and recom 
mendations does not, in any way, alleviate the responsibility of the 
Secretary to consult with state and local governments, Advisory 
Boards, and other interested persons, prior to the formulation of a 
draft program. After this ninety-day period, the Secretary is to sub 
mit to Congress and the President his final leasing program, together 
with any comments received when he submitted his earlier proposal 
for review. At the time of the submission of the Secretary's final pro 
gram, the Secretary is to indicate why any specific recommendation 
by the Attorney General, or a state or local government, or a Begional 
Advisory Board, has not been accepted. The program does not become 
effective until sixty days after this submission.

It is intended by the Committee that reasonable recommendations by 
the Attorney General, or by a state or local government, or a Regional 
Advisory Board, are to be accepted. If, however, the Secretary has 
valid reasons not to accept them, he may reject the request by explain 
ing those reasons, subject, of course, to Congressional oversight and ju 
dicial review.

Congressional oversight is, of course, always involved in the activi 
ties of any federal government agency. Here, specific information is 
to be supplied to the Congress at least sixty days prior to adoption of a 
final leasing program. Congress can, of course, in that period or there 
after, adopt appropriate legislation, or take any other measures, as 
to that leasing program.

In addition, Section 23 (c) of this Act provides for judicial review 
of a leasing program. Any person adversely affected or aggrieved 
(which could include a Governor of an affected state) by the leasing 
program can file a petition for review of the Secretary's approval of a 
program within sixty days to the United States Court, of Appeals for 
the District of Columbia. The review before the Court of Appeals is 
to be made on the basis of the record before the Secretary, including 
comments and recommendations from the Attorney General and the 
various state and local governments, Regional Advisory Boards, and 
other persons and the Secretary's responses thereto.

Subsection 18 (c) (4) provides that after the leasing program has 
been approved by the Secretary, or after June 30, 1977, whichever 
conies first, no OCS lease may be issued unless it is for an area included 
in the approved leasing program. The Committee believes that a five- 
year leasing program should be adopted, in accordance with this Act, 
as quickly as possible. However, the Committee also realized that to 
prepare a program in conformity with this Act might take up to 14 

•months, and that leasing should continue during this time.
There is intended to be no delay or interruptions in lease sales. Dur 

ing the period of time that the proposed leasing program is being con 
sidered and determined, leasing is to continue as heretofore. Once the

whether an interim order is to be entered staying the effect of the leas 
ing program and allowing leasing to continue as heretofore, or refus 
ing such an interim order and having leasing continue under an ap- 1* 
proved program until judicial review is completed.



102
Subsection 18 (d) provides that the Secretary must review the leas 

ing program every year, and can revise and reapprove the program in 
the same manner as originally approved. An annual review is to assure 
that the program fully reflects updated information and changing 
conditions. Substantial changes in the program may be required in 
some years, and a new program must.be prepared at least every five 
years. However, there may oe some years where little or no change-is 
required.

Subsection 18 (e) requires the Secretary to establish procedures for 
receipt and consideration of nomination for areas to oe offered for 
leasing or to be excluded from leasing, for public notice of, and par 
ticipation in, development of a leasing program, for review by state 
and local governments, for periodic consultation with these govern 
ments, lessees, and representatives of other individuals or .organiza 
tions involved in activity in the Outer Continental Shelf, including 
representatives of the fishing and tourist industries, and for coordina 
tion of the program with management programs established pur 
suant to the Coastal Zone Management Act of 1972. The Secretary 
presently uses a nomination process. The Committee intends that this 
form of industry and public participation in a leasing program be 
continued. In addition, the Secretary has established limited pro 
cedures for public participation and consultation in the development 
and maintenance of a leasing program. The Committee intends that 
this section will require him to strengthen and expand these 
procedures.

Subsection 18 (f) authorizes the Secretary to obtain from public 
sources or purchase from private sources any surveys, data, reports or 
other information (including interpretations) which may be neces 
sary to assist him in preparing any environmental impact statement, 
either for the entire leasing program, if necessary, or for any particu 
lar lease sale, and in making other evaluations required by this Act. 
Confidentiality of all data is to be maintained as in accordance with 
this Act, appropriate regulations, or agreement between the parties.

Subsection 18 (g) directs the head of all federal departments or 
agencies to provide the Secretary with any non-proprietary informa 
tion he requests to assist him in preparing a leasing program. In addi 
tion, the Secretary is to use the existing resources of federal depart 
ments and agencies wherever possible.

The intent of subsections 18 (f) and (g) is that the Secretary ob 
tain all necessary information from all reasonable sources, but avoid 
duplication of data collection efforts wherever possible.
Section 19.—Regional Outer Continental Shelf Advisory Boards

Section 19 authorizes the Governors of states to be affected by OCS 
activities to establish regional boards. If such boards are established, 
representatives of the Secretary of the Interior, and other specified 
federal agencies, are to be entitled to participate as observers in all 
deliberations.

Presently, the Secretary of the Interior, rather than the Governors, 
•has established certain regional advisory boards, consisting of repre- 
"sentatiyes from states and from various federal agencies. The Com 
mittee intends by this section to formalize such boards. The Committee 
expects that many of the present boards will be converted into Re-
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giohal Outer Continental Shelf Advisory Boards authorized under 
this Act.

A Regional Advisory Board is to advise the Secretary on all mat 
ters relating to Outer Continental Shelf oil and gas, activities.
Effect of Recommendations

Subsection (d) provides that if a Regional Advisory Board, or a 
Governor of a potentially affected state, makes a specific recommenda 
tion to the Secretary regarding the size, timing or location of a pro 
posed lease sale, or on a proposed development and production plan, 
wi'thin sixty days after receipt of notice of such activity, the Secre 
tary is to accept such recommendation unless he determines that it is 
not consistent with the national security or the overriding national 
interest, and then he must communKate, in writing, the reasons for 
such a determination.

The intention of this section is to insure that Governors of affected 
states and the Regional Advisory Boards have a leading role in 
decisions as to potential lease sales and production and- development 
plans. Governors of affected states should consult with representatives 
of affected local governments and should forward their views, when 
appropriate, as part of their formal recommendations.

The intent of the Committee is to insure that the Secretary give 
thorough consideration to the voices of responsible regional and state 
officials in planning OCS leasing and development. In overriding any 
recommendation, the Secretary has to be able to state that to obtain 
oil and gas in a balanced manner, consistent with all the findings, 
purposes and policies of this 1976 Act, he was forced to reject a recom 
mendation. The Committee resolved the potential difficulty of con 
flicting recommendations from different states by allowing the Secre 
tary to accept the recommendations most consistent with the Act.

The Committee did, not believe that any state should have a veto 
power over OCS oil and gas activities. The Committee fully expects, 
however, that the advice of the Board or the Governor, or both, be 
given full and careful .consideration and be incorporated into the 
ultimate decision of the Secretary, insofar as they are not inconsistent 
with the balanced approach to OCS leasing set out in this Act, or 
unless compliance would be inconsistent with national security.

It is also expected that any recommendations made by a Governor, 
or a Regional Advisory Board, and the reasons for rejection of such 
recommendations, will be part of the record of any judicial proceed 
ing as to a lease sale, provided for in the citizens' suit subsection 
(23(a)) or for review of a development and production plan, pro 
vided for in the judicial review subsection (23(c)). In these court 
proceedings, great weight need hecessarilv be given to the recom 
mendations or an affected state or Regional Advisory Board, as they 
are only to be overridden for demonstrated national security or 
national interest purposes.
Section 20.—Baseline and- Monitoring Studies

Section 20 provides a mechanism by which information concern 
ing the environment in an area to be leased and then developed is to 
be analyzed and then used as a basis to monitor effects.

Subsection 20(a) ^provides that if any area or region is to be in 
cluded in a lease sale, a study is to be undertaken to establish baseline
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information concerning the status of the environment of the Shelf 
'area involved and of the coastal areas which may be affected by ex 
ploration, development and production in that area. The study is to 
be conducted by the Secretary of Commerce, in cooperation with the 
Secretary of the Interior. The Committee intends that the National 
Oceanic and Atmospheric Administration (NOAA), and its Admin 
istrator, within the Department of Commerce, is to be used by the 
'Secretary of Commerce to manage these studies.

The Committee understands that there is a great deal of controversy 
as to what is or is not "a baseline study." The Act only mandates 
that the'informatibn collected is to determine baselines.

The determination of what is or is not a "baseline" is not static. 
Therefore, a study to be submitted by the Secretary of Commerce, 
through his Administrator, will not necessarily be a "baseline study"-, 
but will rather be a study collecting a baseline of information to be 
of use to those people conducting, administering, and reviewing activ 
ities oh the Shelf. The Secretary of Commerce, through the Admin 
istrator of NOAA, is given the discretion to determine what informa 
tion is necessary to make any necessary reports. It may be a "base 
line" or any other method of environmental investigation. NOAA has 
been selected to conduct these studies because of its environmental 
and oceanic experience and expertise, as demonstrated by the fact that 
over one-half of all studies to collect such baseline information pres 
ently in operation are being undertaken by NOAA.

In designing these studies, the Administrator of NOAA, to the 
extent practicable, is to attempt to have the studies predict impacts 
on marine biota from low-level pollution or large spills associated 
with activities on the Outer Continental Shelf, and from drilling and 
the laying of pipelines. In addition, the studies should predict the 
impact of offshore activities on affected onshore areas.

In order to assure the prompt commencement and completion of 
these studios, subsection 20 (a) mandates that if no such study has 
already been commenced, it must be commenced within six months 
from the date of enactment of the 1976 Act for any area or region 
where a lease sale has already been held, and in the future, is to be 
commenced in any area at least six months prior to the holding of a 
lease sale in such area. In those areas where studies have already com 
menced, the Secretary of Commerce, can utilize information already 
collected.

The Secretary of Commerce is to complete his study prior to the 
commencement of production in a lease area. The Secretary of Com 
merce shall, after being notified of the submission of anv development 
and production plan, complete his study and submit it prior to the 
date for final approval of such plan. Ordinarily, therefore, the Sec 
retary of Commerce, through the Administrator of NOAA, will have 
four to six years to prepare his study while exploration is being under 
taken in a lease area. The burden is on the Secretary of Commerce, 
through his Administrator, to complete such a study prior to the de 
velopment and production. Failure of the Secretary of Commerce to 
complete such study is not in itself to be a basis for precluding the 
approval of development and production. As the information to be 
obtained from such study would be of great value to the Secretary in
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evaluating a development and production plan, the Secretary of Com 
merce should coordinate his studies with the activities of a lessee or 
permittee in a lease area so as to be able to' complete his study prior 
to development and production.

Subsection 20 (b) is intended to provide for continued study and 
monitoring of an area. As the Secretary of Commerce, through his 
Administrator, is required to submit a study prior to production, and 
as such study might not completely collect all necessary information, 
especially if there are recent environmental, economic, or recreational 
changes, additional studies might be appropriate. The Secretary of 
Commerce, through his Administrator, after submission of his first 
study to the Secretary of the Interior, is permitted to conduct any 
additional studies to establish baseline information as he deems neces 
sary. In addition, he is to monitor the production areas in a manner 
designed to provide time series data which can be compared with 
earlier studies and previously collected data summarized in those 
studies for the purpose of identifying any significant changes and the 
possible cause of such damages.

Subsection 20(c) requires implementing regulations and procedures 
to be promulgated by the Secretary of Commerce, and calls for co 
operation with the states in planning and carrying out studies and 
monitoring, including issuance of contracts to appropriate state agen 
cies and universities. Although the Secretary or Commerce is given 
responsibility for conducting such studies, the Committee recognized 
that the Secretary of the Interior, and other agencies, have been col 
lecting information to prepare environmental impact statements, as 
to the human, marine or coastal environments. The Committee wishes 
the studies mandated by this section to be cooperative efforts by all 
federal and state government agencies with the capability to undertake 
such studies. Information already collected should be used by the Sec 
retary of Commerce, through his Administrator, so as to avoid re 
dundant studies, or to supplement or reduce the scope of any new 
study.

Subsection 20(d) provides, that in addition to the study to be sub 
mitted to the Secretary prior to the development and production of 
an area, ,the Secretary of Commerce, through his Administrator, is 
to submit to the Secretary of the Interior, and to Congress, and to 
make available to the public, an assessment of the cumulative effects of 
OCS activities on the environment of the various regions affected.
^Section £1.—Safety Regulation*

Section 21 establishes procedures for review, updating, and avail 
ability of safety regulations, in light of the policy and findings of this 
Act related to the need for improved safety in OCS operations.
Responsibility for RegulatwM

Subsection 21 (a) provides authority for the promulgation and 
revision of safety regulations applying to the construction and later 
operation of OCS facilities. Under the original OCS Lands Act, over 
all responsibility for preparing regulations as to activities in the 
Outer Continental Shelf was granted to the Secretary of the Interior 
(Section 5) and specific responsibility as to safety was given to the 
Coast Guard, and in some cases, to the Army (Section 4). While not
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eliminating these agencies and departments from the preparation of 
safety regulations in Section 21 (and later from the enforcement of 
such regulations in Section 22), the Committee sought to involve 
other agencies in the preparation and enforcement of safety provisions.

The Committee intends that those agencies having expertise in 
their fields be given adequate authority and responsibility to apply 
their expertise in the development of regulations. Specific responsi 
bility as to certain types of safety regulations are granted to various 
agencies which are expected to act jointly to determine lead-agency 
responsibility and methods of coordination. The Committee heard 
substantial testimony as to the present ineffectiveness of the present 
regulatory scheme for safety and intends that these additional agen 
cies be involved in .safety decisions to the maximum extent possible. 
The resolution of any jurisdictional or other dispute between agencies 
and departments of the federal government win, of course, be deter 
mined by the President.

Specifically, regulations for the protection of the environment are 
to be developed by the Secretary of the Interior, the Administrator 
of the Environmental Protection Agency, and the Secretary of Com 
merce. It is the intention of the Committee that the Secretary of 
Commerce use the National Oceanic and Atmospheric Administration 
(NOAA), and its Administrator, within his Department, to carry out 
his responsibilities under this subsection. ^

Regulations for the avoidance of navigational hazards in waters 
above the Outer Continental Shelf are to be developed by the Secre 
tary of the Interior, the Coast Guard and Army. Presently, Section 4 
of the Outer Continental Shelf Lands Act assigns such responsibility 
to the Coast Guard and Army. (Section 4(e) (2) and Section 4(f).) 
The Committee intends that, insofar as existing regulations are ade 
quate, or can be modified to be adequate, lead responsibility for the 
promulgation of such regulations should continue to be maintained 
by the Coast Guard and Army.

Development of regulations for occupational safety and health are 
to be developed by the Secretary of the Interior, the Coast Guard, 
and the Secretary of Lal>or. It is the Committee's intention that the 
Secretary of Labor use the Occupational Safety and Health Admin 
istration, and its Administrator, within his Department, for carrying 
out his responsibilities under this subsection. The OCS Lands Act of 
1953 provided, in Section 4(a), that the. Coast Guard had responsi 
bility for the safety of any person, which would include occupational 
safety, on OCS facilities, and in adjacent waters. The Committee 
evaluated substantial testimony from individuals, unions, and gov 
ernment agencies as to the inadequacy, and sometimes complete lack 
of, regulations for the safety of workers in the Outer Continental 
Shelf.

In some cases, regulations have been prepared by the Coast Guard. 
In others, they were prepared by the Department of the Interior, 
through.the United States Geological Survey ('USGS). In still 
others, because of the failure of the Coast Guard and USGS to act, 
regulations, interim in nature, have only recently been proposed by 
the Occupational Safety and Health Administration. Finally, in some 
areas, such as the maintenance of safety below the water line on off-
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shore platforms, there are no regulations. The Committee intended 
that the Occupational Safety and Health Administration, to the 
maximum extent possible, be given lead agency responsibility for the 
development of safety regulations as to the occupational safety and 
health, in coordination and consultation, of course, with the Secretary 
of the Interior and the Coast Guard.

The Committee also reviewed the Report on Safety Standards and 
Pipelines on Federal Lands and the Outer Continental Shelf which 
was submitted by the Secretary of Transportation. The Committee 
f\iily expects the Secretary of Transportation to exercise his existing 
authority on the shelf ana on lands beneath navigable waters within 
state boundaries and to continue to issue and enforce regulations for 
offshore pipelines. As indicated by subsection (d), this Section is 
not intended to diminish or duplicate any authority of the Secretary 
of Transportation, presently provided by law, to establish and en 
force such pipeline safety standards and regulations in the Outer 
Continental Shelf. The Committee understands that a Memorandum 
of Understanding has now been established between the Department 
of Transportation and the Department of the Interior as to pipeline 
safety standards and regulations. Nothing in this section is intended 
to supersede that Memorandum of Understanding.
Best Technology Required

The Committee, during its visits to offshore facilities, was im 
pressed by the continuing ability of industry and others to develop 
newer and safer equipment. Paragraph 2 of subsection (a) mandates 
that regulations under this section are to require such updated equip 
ment. Therefore, on all new drilling and production operations, the 
best available and safest technology economically achievable is to be 
required. Because of the impracticability of requiring .the newest 
equipment on existing facilities, the best available and safest tech 
nology is to be required on existing operations wherever practicable.

The focus of this provision is to require that operations in the Outer 
Continental Shelf on leases are to be the safest possible. So long as 
the regulator finds that the adoption of a new procedure, technique or 
piece of equipment would not cause an undue economic hardship on 
a lessee, he is to require it on all new operations. On existing opera 
tions, the regulator is to balance the significance of the procedure 
or piece of equipment on safety. If adoption of new techniques or 
equipment would significantly increase safety, and would not be an 
undue economic hardship on the lessee or permittee, he is to require 
it on existing operations.
Safety Report, and Compilation

Subsections (b), (c) and (e) provide for a review of existing reg 
ulations, promulgation of new safety regulations, and availability 
of such regulations to interested parties. The National Academy of 
Engineering is to study the adequacy of existing safety regulations 
and report, with recommendations, to Congress, the Secretary, and the 
Coast Guard within nine months. After receipt of the report and rec 
ommendations, and not later than one year after the date of enact 
ment of the 1976 Act, a complete set of safety regulations is to be 
promulgated.

70-512 O - T6 - 8
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In order to provide easy access to the lessee, permittee, subcontrac 

tor, sublessee, or any other interested person, to the applicable regula 
tion or regulations for activities on the Outer Continental -Shelf, the 
Secretary of the Interior is required to prepare annually a compilation 
of all'regulations, either prepared by the Interior Department or by 
any other agency of the federal government, applicable to activities 
on the Shelf, and to make it available to any interested person.

Any safety "regulation presently in effect can be repromulgated if 
consistent with this Section. In addition, in preparing new safety 
regulations, the Secretary is not in any way to reduce the degree of 
safety or protection to the environment afforded by previous safety 
regulations.

The Committee did not intend in any way that the preparation of 
new safety regulations would, in itself, be a basis for the delay of lease 
sales, or leasing activity. Subsection (c) (1) specifically provides that 
present safety regulations tire to remain in effect until new ones are 
promulgated.
Rtiyulationt for Hazardoup Working Condition*

At its hearings, the Committee learned of a particular problem 
concerning the safety of divers in the waters above the Outer Con 
tinental Shelf. There are no regulations or standards applying to such 
diving activities. As noted earlier, one of the reasons for this lack of 
standards and regulations was the failure of the appropriate agency 
to act. The Committee is concerned that there might be other areas 
involving safety that arc also unregulated. Paragraph 2 of subsection 
(c) of this Section requires that within sixty days after enactment of 
the 1976 Act, interim regulations are to be prepared by the Secretary 
of Labor, pursuant to the Occupational Safety and "Health Act, as 
to divimr activities and other unregulated hazardous working condi 
tions on the Shelf. It is the intention of the Committee that the 
Secretary of Labor use the Occupational Safety and Health Adminis 
tration, and its Administrator, within his Department, to promulgate 
such regulations, and that the Administrator consult with the Secre 
tary of the Interior, and the Coast Guard, in developing such regula 
tions. These regulations are to remain in effect until final ones are 
promulgated, but, of course, can be modified from time, to time as 
necessary.
Section £2.—Enforcement

This section is intended to provide mechanisms and procedures for 
the enforcement of regulations issued pursuant to the provisions 
of this Act. Failure to comply with any provision of the Act, or any 
implementing regulation, would subject the violators to civil or crim 
inal penalties under Section 24 of the 1976 Act.

Subsection 22(a) directs the Secretary of the Interior and the Sec 
retary of the Department in which the Coast Guard is operating to 
enforce safety and environmental regulations, and the Secretary of 
the Interior and the Secretary of Labor (through the Administrator 
of the Occupational Safety and Health Administration) to enforce 
occupational and public health regulations. As with the development 
and promulgation of regulations, the responsible agencies and depart 
ments are to act jointly and cooperatively, and any resolution of 
jurisdictional conflicts or ambiguities is to be by the President.
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All regulations are to Ix? strictly enforced, arid all operations are, 

to be regularly inspected. To provide for such strict enforcement, sub 
section 22(b) provides that lessees or permittees are to allow access, 
to any inspector promptly, and to provide any requested documents 
ami records that are pertinent to occupational and public health, 
safety, or environmental protection. In addition, compliance with the 
Act, applicable regulations, and the terms of the lease, is required by 
all those responsible for actual operations. Thus, not only is a lessee or 
permittee responsible, but any employer or subcontractor utilized by 
that lessee or- permittee to conduct operations on the Shelf, is also 
jointly responsible for the maintenance of safeguards in accordance 
with regulations.

To insure regular inspection, regulations are to be promulgated 
within 120 days after the enactment of the 1976 Act, by the Secretary 
of the Interior, with the concurrence of the Secretary of Labor (oper 
ating through his Occupational Safety and Health Administrator) 
and the Secretary of the Department in which the Coast Guard is 
operating, to provide for semi-annual physical observation of all in 
stallations, testing of all safety equipment and periodic surprise visits. 
The Committee expects that the Department of the Interior, the De 
partment of Transportation (presently the Department in which the 
the Coast Guard is operating), and the Department of Labor (within 
which the Occupational Safety and Health Administration is oper 
ating) will enter into a cooperative agreement which will clearly 
delineate the specific responsibilities of each agency.

Subsection (d) (3) specifically provides that these Departments can 
utilize the services, personnel or facilities of each other, or any other 
federal agency, in carrying our. their responsibilities.
[•nvettlgatlonx

The Committee was concerned with the lack of information concern 
ing accidents as a result of activities on the Outer Continental Shelf. 
While presently the Coast Guard has the authority and responsibility 
to investigate all such accidents, whether or not they result in the loss 
of life, this permissive authority was not, in the Committee's opinion, 
adequately implemented. Subsection (d) (1) require^ the Coast Guard 
to investigate and make a public report on every major fire- and major 
oil spill occurring as a result of operations conducted pursuant to this 
Act. In addition, the Secretary of Labor, through his Occupational 
Safety and Health Administrator, is to make an investigation or report 
on any death or serious injury occurring as a result of operations con 
ducted pursuant to this Act. These agencies arc also given permission 
to investigate any other accident

As it is possible, and perhaps even probable, that a major fire or 
major oil spill might also involve serious bodily injury or death, there 
may be ̂ instances where both Coast Guard and OSHA are given the 
responsibility to make an investigation and report. There may be other 
cases, as well, where both agencies, or other agencies pursuant to other 
Acts, are already conducting investigations. It is the intention of the 
Committee that'the responsible agencies will act in a cooperative and 
joint fashion. Specifically, the agencies may utilize the services, per 
sonnel and facilities of each other, or of any other federal agency.
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Subsection 22 (c) requires that the Secretary of the Interior, the 
Secretary of Labor (intended to be operating through the Occupa 
tional Health and Safety Administration), or the Secretary of the 
Department in which the Coast Guard is operating, consider any alle 
gation of any person of the existence of a violation of any safety regu 
lation, respond to such allegation within thirty days, and submit find 
ings within ninety days stating whether or not such alleged violation 
exists, and if so, what action has been or will be taken. Full authority 
to conduct such an investfgation is granted, with the power to summon 
witnesses, and to require production of evidence. A report on the alle 
gations and the findings is to be included by the Secretary of the Inte 
rior in his annual report.

This provision is designed to allow any interested person, including a 
union official, a subcontractor or lawyer, or a local or state govern 
mental official, who believes the safety regulations are being violated, 
to trigger an investigation. In most cases, this form of involvement 
would be more effective than, and hopefully eliminate ihe need for, 
legal action.

Subsection 22(h) is intended to supply an additional power to the 
Secretary of the Interior in enforcing regulations under this Act Other 
sections of the 1976 Act provide for termination or cancellation of a 
lease, in the discretion of the Secretary, when a lessee or permittee 
fails to comply with applicable regulations, and for civil and criminal 
penalties for such failures to comply. However, there may be coses 
where violation of a regulation in itself is insufficient to merit cancel 
lation or a civil or criminal penalty. However, a lessee should not be 
able to avoid responsibility for repeated and continued violations, even 
though any one of the violations would be insufficient for action. This 
subsection provides that the Secretary shall, after an administrative 
hearing, cancel any lease where the owner or operator of the lease has 
repeatedly failed to comply with safety regulations'and thereby has 
presented a clear and present danger to health, safety or the environ 
ment, or has repeatedly failed to comply, unjustifiably, with other reg 
ulations which are to assure maximum efficient and safe development 
of leases. T ha cancellation of a lease, after administrative proceedings, 
would be subject to judicial review in an appropriate United States 
district court, pursuant to subsection 22 (b). As with any other can- 
collation, or termination, for failure to comply with appropriate pro 
visions or regulations, the lessee would not be entitled to any form of 
compensation for the loss of his lease.
Section S3.—Citizen? Suit*, Court Jurisdiction, and Judicial Review 

Section 23 details the procedures by which citizens, including lessees, 
or permittees, employees, local and state governmental officials, and 
others, con participate in the enforcement or the Act. Review of certain 
types of actions are through administrative proceedings, followed by 
an appeal in a court of appeals. Review of other actions are by suite 
in a district court.
Citizen? Suit*

Subsection 23(a) provides for citizens' suits against any person, in 
cluding any governmental agency, alleged to be in violation of the Act, 
applicable regulations, or the terms of any lease or permit issued under
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the Act, or against the Secretary of the Interior or any other federal 
government official, given regulatory and enforcement power under this 
Act, for alleged failure to perform a nondiscntionary act or duty.

No such citizens' suit action may be commenced until sixty days after 
written notice, under oath, of the alleged violation to the alleged viola 
tor arid to the appropriate federal official. If the official, or the Attorney 
General, begins and diligently prosecutes an action against the vio 
lator, no court action could take place on the citizen's suit, but the 
complainant would have the-right to intervene. The sixty-day waiting 
period does not apply when the violation or failure to act involves an 
imminent threat to the public health or safety or would immediately 
affect the legal interests of the plaintiff. If any action is commenced by 
a citizen, pursuant to this section, the appropriate federal official, or 
the Attorney General, if not already a party, can intervene as a matter 
of right on either side.

This provision for notice, and a waiting period, is designed to give 
the appropriate federal official, the Attorney General, and the alleged 
violator, an opportunity to promptly stop any violation, and thus limit, 
or eliminate, the need for any court action.

This citizens' -suit provision is intended to define the procedure for 
a person to challenge actions, or secure enforcement of regulations, with 
a few limited exceptions. Under subsection (c) of this section, the es 
tablishment of a leasing program, or the approval, modification or dis- 1 * ' .ration plan or o f ' * - * ' " 

ited in administi 
Appeals. They ' 

suits in a district court under subsection (a).
This subsection defines the procedures to be followed in filing a suit 

No substantive right of any citizen to secure a remedy is eliminated. 
Specific provisions provide that any statutory procedure or remedy 
provided in other statutes, such as the National Environmental Policy 
Act, the Deepwater Ports Act, the Glean Air Act, or the Fish and 
Wildlife Act, are not precluded. However, if a person wishes to chal 
lenge any action or inaction concerning the activities on the Outer 
Continental Shelf, for failure to comply with the Act, appropriate 
regulations, or specified lease terms, ho is provided a method to do so 
by this provision.

Section 23 (a) provides that suits may be brought by "any person 
having an interest which is or can be adversely, affected." Thus, the 
scope of persons who can sue are those who can show an actual interest 
that is being negatively affected, or will probably be negatively 
affected at a reasonable time in the future. The interest must be dis- 
cernable and ascertainable. Standing to sue includes not only those 
who have an economic interest, or who have suffered or will probably 
suffer a tortuous injury, but also those who may have a definable 
aesthetic or environmental interest. Specifically, the Committee intends 
that this includes persons who meet the requirement for standin to 
sue set out by the Supreme Court in Sierra Club v. tVort&n 405 
727 (1972).

Subsection 23 (b) reincorporates the iurisdictional provisions pre 
viously found in section 4(b) of the OCS Lands Act of 1953. Citizens' 
suits, or other cases or controversies arising out of any activity con-
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ducted on the shelf, including cancellation, suspension or termination 
of a lease or permit, or the rights to natural resources (as, for example, 
between the state and the federal government), are to be brought to 
the United States district court in which the defendant resides or can 
be found, or in a judicial district of the state nearest to the place at 
which the controversy arose. Whether the proceeding is for an original 
hearing as in the case of a dispute between the state and federal gov 
ernment over resources, under subsection 8(b), or for appellate-like 
review, as in the case of an environmental cancellation, is determined 
by the nature of the case or controversy and the provisions of this Act.

*

Judicial Review
Subsection 23(c) provides a different procedure for challenges to 

certain kinds of decisions by the Secretary of the Interior. Review of 
a leasing program, an exploration plan, or a development and produc 
tion plan, can be based on the written document itself. Moreover, spe 
cific mandates are given to the Secretary of the Interior to make 
proposals or drafts of these documents available and to consider the 
opinions of affected persons. Thus, unlike a lease sale determination 
covered by the citizens' suit provision, if appropriate administrative 
proceedings are undertaken, there is a less of * need to create a record 
at a trial court, and thus review in a court of appeals would not only 
be sufficient, but also appropriate, as being able to reduce litigation.

Any person "adversely affected or aggrieved" by action on the pro 
gram or plans, as that term is describeefm the discussion on subsection 
(a), who has participated in administrative proceedings leading to 
those actions, can petition for review. The Committee noted that re 
view of a leasing program would involve consideration of various 
regional interests and problems, and a determination as to propriety 
of such a program would have to balance the needs and problems of 
nil those regional areas, and of the federal government. Therefore, in 
order to provide for a consolidated review mechanism, review of a 
leasing program is to be only in the Unked States Court of Appeals 
for the District of Columbia. Review of an exploration plan or a devel 
opment and production plan, would be held closer to the area in which 
the plan was submitted, in the United States Court of Appeals for a 
circuit in which an affected state is located.

A petitioner must seek review within sixty days after the date of 
the challenged action, and must promptly submit copies of his petition 
to the Secretary and to the Attorney General.

The Court of Appeals is to consider the matter upon review of the 
record made before the Secretary. The Secretary is to file records of 
any public hearings, and to supply any additional information on 
which he based his decision. The findings of the Secretary, if sup 
ported by substantial evidence on the record, considered as a whole, 
shall be conclusive. The Court of Appeals can affirm, vacate, or modify 
any order or decision, or can remand proceedings back to the Secretary 
for further action as it may direct. Of course, the judgment of the 
Court of Appeals can be subject to review by the Supreme Court of the 
Unked States upon a writ of certiorari.

In order to assure that citizens will have the assistance of effective 
counsel, the court in issuing any final order in a citizens' suit or judi-
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cial review, can award costs of litigation, including reasonable attor 
neys' feet, to a party in an appropriate caw. In order to avoid frivolous 
litigation, the court, can require a bond or equivalent security if a tem 
porary restraining order or injunction is sought. Finally, in order to 
avoid delay because of judicial action, any court action under this sec 
tion is to take precedence on the docket of the courts, be net for a hear 
ing at the earliest practicable date, and be expedited in every way.
Section t^—Rcmediet and Penaltitt

Section 24(a) authorizes the Attorney General, or a United States 
Attorney, at the request of the Secretary of the Interior, the Secretary 
of Labor, or the Coast Guard, to institute civil actions to enforce the 
Act or any regulation or order issued under this Act.

Subsection 24 (b) provides for a civil penalty to be assessed against 
any person, who, after notice, a reasonable period for corrective action, 
and a hearing, continues to fail to comply with the Act or any regula 
tion or order under it. The maximum penalty is $10,000 per day.

Subsection 24(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 or plan or other document filed or required 
to Defoaintained under this Act; who knowingly and willfully falsi 
fies, tampers with or renders inaccurate any monitoring device or rec 
ord required to be maintained under this Act; or who Knowingly and 
willfully reveals any data or information required to be kept confi 
dential by this Act.

The criminal penalty is a fine of not more than $100,000, or imprison 
ment for not more than ten years, or both. However, each day that a 
person violates a regulation, or each day that a monitoring device 
remains inoperative or inaccurate, will be considered a separate offense, 
subject to the maximum fine and penalty.

Subsection 24 (d) -provides for application of the criminal penalties 
against corporate officials when the violator is a corporation or other 
business entity, and the officer or agent knowingly and willfully au 
thorized, ordered or carried out the proscribed activity.

Subsection 24 (e) states that the remedies and penalties in this sec 
tion are to be concurrent with each other, and any other remedies 
a fforded by any other law or regulation.
Section £5.—Oil and Got Development and Production

Section 25 is intended to provide the mechanism for review and 
evaluation of, and decision on, development and production in a leased 
svea, after consultation and coordination with all affected parties. 
The Committee recognized that, in many cases, there is no real separa 
tion t>etween exploration and production. Exploration activities, in 
cluding delineation drilling, can continue in a lease area even after 
production has commenced. However, the Committee also recognized 
that there is a point, in time when the lessee has to make a decision 
whether or not he is going to order a platform, seek related onshore 
support facilities, and commence substantial development and produc-
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tion in a lease area. This decision is perhaps, with the exception of 
the purchase of a lease, the key decision, with the most significant 
effects, relating to OCS activities.

Recognizing the need for affected states, and other interested per 
sons, to receive information and input into development and pro 
duction decisions, the Interior Department recently finally adopted 
regulations providing for a lessee to supply a development and pro 
duction plan to the Secretary of the Interior prior to commencement 
of development and production. In addition, these new regulations 
provide for information concerning the expected onshore develop 
ment as a result of such development and production offshore to be 
forwarded to the states. Section 25 seeks to strengthen and enact into 
law the protections afforded by these regulations, and mandate pro 
cedures for the review and approval, disapproval, modification, or 
revision of development and production plans. This section utilizes 
the natural pause that occurs when a lessee determines he is to com 
mence a major development as the basis to supply needed information 
to affected states and other interested persons, and to provide a mech 
anism for decisions as to continued activity on a lease.
Off»hore Plan and On-Shore Statement

Subsection 25(a) provides that prior to development and produc 
tion, a lessee is to submit a development and production plan to the 
Secretary for approval. The plan is to be accompanied by a statement 
describing facilities and operations other than on the Outer Conti 
nental Shelf resulting from activities on the shelf.

The requirement of submission of a development and production 
plan for approval, and of the statement for review, applies both to 
leases issued after enactment, of this Act, and to those leases issued 
prior to enactment, on which development has not yet commenced. The 
Committee delieves requirement of submission of a plan, and its ap 
proval, is a reasonable regulation, especially in light of the present 
regulations dealing with the submission of such plans and information 
prior to development and production. However, as Section 25 provides 
a new mechanism for approval, and disapproval, of a lease, the Com 
mittee believed it inappropriate to apply it to any lease where devel 
opment and production has already commenced.

The statement as to onshore facilities and operations is to describe 
the nature, extent, and location of facilities to J>e constructed and uti 
lized, and safety protections to be implemented. This statement can 
only be in a degree of detail available to the lessee. Therefore, the 
lessee is only required to describe those facilities and operations which 
he reasonably should know and which he himself proposes. This state 
ment as to onshore facilities and operations is not subject to the 
approval of the Secretary, as the Secretary's responsibility is only as 
to offshore operations. Relevant, state, local, regional, or other bodies 
have, or should have, appropriate procedures and mechanisms to re 
view these proposed activities and grant or deny permission for them 
to occur.

The development and production plan, which is subject to the ap 
proval of the Secretary, is to describe, to the extent available at the 
time of its submission, information about the nature and extent of 
the proposed development, including specific work to be performed,
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a description of all offshore facilities and operations directly related 
to such development, environmental safeguards and safety standards 
to be implemented, an expected rate of development and production, 
a time schedule of performance, and other relevant information as 
the Secretary may require. The plan may apply to more than one lease.

The Committee recognizes that there must be flexibility in the de 
gree of detail required in the plan, or in the statement of information. 
Therefore, that degree of detail is to be established by regulations 
issued by the Secretary, which of course, are subject to modification 
a iul revision.

The information supplied by the lessee is to be his best estimate, and 
should not.be open to attack on the basis of reliance, u it is a reason 
able attempt to comply and supply the necessary information.

Within ten days after receipt of the development and production 
plan, and the statement of information, the Secretary of the Interior 
is, with limited- exceptions, to submit such plan and statement to the 
Governor of any affected state and to any appropriate Regional 
Board, and also to make such plan and statement available to any 
other interested person, including the executive of any affected local 
or government area. The Secretary may withhold some of the material 
if it is confidential or privileged information. Under section 26 (c) 
(2), however, the Secretary must make even this confidential informa 
tion accessible to a Governor, subject, of course, to a requirement that 
that designated official himself maintain confidentiality. Access to all 
information is therefore provided to any affected state. Copies of 
privileged information is not to be provided to the state, and access 
and copies are not to be provided to other interested persons.

Subsections 25 (d) and (e) provide for the procedures for review 
and approval of a development and production plan. Such review can 
be conducted in two ways—either through procedures established by 
the National Environmental and Policy Act, applicable to "major 
federal actions significantly affecting the quality of the human en 
vironment," or through submission of comments and recommenda 
tions by interested persons.
NKPA Revivto

The Secretary is to review a development and production plan and 
declare his findings as to whether such development and production 
is a "major federal action" requiring a draft environmental impact 
statement to be prepared, followed by public hearings, and concluded 
by the preparation of a final environmental impact statement. The 
Committee intends that the provisions of the National Environmental 
Policy Act of 1969 (NEPA) shall apply. The provisions of this Act 
determine whether any particular activity is a "major federal action" 
requiring the appropriate procedures. However, the Secretary is in 
structed by the 1976 OCS Act that at least once prior to major devel 
opment being authorized in any previously undeveloped structure, 
area or region, the NEPA procedures involving environmental impact 
statements and a hearing are to be applied. It may be possible, of 
course, that development pursuant to later proposed development 
and production plans in an area may also 'be a "major federal action" 
under the National Environmental Policy Act. The mandate of at
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least one set of environmental impact statements and hearings does 
not in any way limit the applicability of NEPA to later activities 
or approval of later plans.

If development and production pursuant to a plan is found to be 
a major federal action, the Secretary may require lessees on adjacent 
or nearby leases to submit preliminary or final plans for their lefties 
for consideration and review at the same time as consideration and 
review of the submitted plan. The Secretary is to transmit the draft 
environmental impact statement to the Governor of any affected state, 
and the appropriate Regional Board, and the executive of any local 
government or area, and is to make such draft available to the public.

The Secretary is to conduct the NEPA public hearing, review its 
record, and within sixty days after releasing, the final environmental . 
impact statement, approve, disapprove or require modifications of 
the plan.
Comment and Recommendation*

The other review procedure is through comment. If development 
and production pursuant to a plan is not found to be a major federal 
action, the Governor of any affected state, any appropriate Regional 
Outer Continental Shelf Advisory Board, and the executive of any 
local government agency or local government area, can submit com 
ments and recommendations to the Secretary within ninety days of 
receipt of the plan from the Secretary. As described in section 19, 
the Secretary must accept recommendations submitted by any affected 
Governor, or Regional Advisory Board, whether under the NEPA 
procedure or the comment procedure unless he determines they are 
"not consistent with the national security or the overriding national 
interest." Such comments and recommendations are to be made avail 
able to the public upon request and any interested person can also 
submit comments and recommendations. Within 120 days after the 
ninety days period provided for comments and recommendations, the 
Secretary is to approve, disapprove, or require modifications of a
plan- 

As detailed in section 23, the action of the Secretary in approving
requiring modifications of, or disapproving any development and 
production plan is subject to judicial review in the United States Court 
of Appeals for a circuit in which an affected state is located.
Modification*^ Revm&tw, and Disapproval-

Detailed provisions are provided for modifications, revisions, and 
disapproval of a plan. The Secretary is to require modifications of a 
plan if he determines that the lessee has failed to make adequate provi- 

• sion in a plan for safe operations or for the protection of the marine 
or coastal environment. In order to preserve the rights of states and 
local governments to regulate land use within their jurisdiction, the 
Secretary may not require any modification which would be incon 
sistent with a state coastal zone management program, approved pur 
suant to section 306 of the Coastal Zone Management Act of 1972 (16 
U.S.C. 1455), or with any valid exercise of authority by the state 
involved or any political subdivision thereof.

The Committee expects that federal, state and industry cooperation 
will resolve almost every dispute over proposed development and pro-
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duction plans. Once a lease has been issued, it should be the unusual 
case where an acceptable plan cannot eventually be agreed upon. Rea 
sonable modifications, in light of comments and recommendations, and 
any hearings, would provide protection to the environment, to any 
affected state, and also allow prompt and efficient development. *

However, the Secretary is given the authority to disapprove a plan, 
but only for three specified reasons. The Secretary s1"" j:—' 
a plan only (1), if a lessee fails to demonstrate that he < 
the requirements of federal law, including this Act; 
cannot be modified so as to be, to the maximum extent possible, consist 
ent with coastal zone management programs of coastal states or valid 
exercises of authority by the state involved, or any political subdivision 
thereof; or (3) if. because of exceptional geological conditions, excep 
tional resource values, or other ex^ptionafcircumstances, the proposed 
plan cannot be made to insure safe operation.

If disapproval is because of the first two cases in that a lessee cannot 
demonstrate compliance with the law, or because the lessee, having 
known of applicable coastal zone management programs, or state or 
local laws applying to activities, cannot prepare a plan consistent with 
that program or those laws, he would not be automatically entitled to 
compensation because of a disapproval. Disapproval in these cases 
could be followed by suspension, termination or cancellation of a lease. 
If the lease is cancelled in these cases for environmental reasons, the 
lessee, of course, as provided in subsection'5 (a) shall be entitled to any 
compensation as required by the Constitution or any other law.

The Committee believed, however, that if a lease is disapproved 
through no fault of a lessee, because development and production can 
not be modified so as to insure safe operation, a lessee should be entitled 
to full reimbursement. Activity on a lease is effectively precluded, and 
therefore the lease is to -be deemed cancelled, and the lessee is to be 
entitled to reimbwsement for all considerations paid for the lease, 
plus interest, and all direct expenditures made after the day of issu 
ance of such lease. It was the Committee's belief that such disapproval 
for safety reasons would be most unusual. 'In almost all cases, if an 
area was leased, operations pursuant to a lease should be able to be 
modified so as to insure safe operation. Only if such modifications are 
impossible would the extreme remedy of disapproval, followed by 
cancellation and reimbursement be necessary.

Of course, even if activities on a lease pursuant to a development 
and production plan are approved, or modified and .then approved, 
such activities can later be suspended, and such lease can be can 
celled or terminated, at any time, as provided for in regulations pur 
suant to subsection 5 (a) of this Act.

The Committee recognizes that, of necessity, some flexibility is 
needed in administering the development and production activities 
pursuant to a plan. Some exploration activities will continue during 
development and production phases, pursuant to a plan. Later discov 
eries, or other events, might indicate the need to have a plan revised.

Periodic, review of the plan in light of changes in available infor 
mation and other onshore or offshore conditions is required, and if 
the review indicates that a plan should be revised in light of such 
changes, the Secretary shall require revision. In addition, the Secre-
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tary can allow revisions, requested by an operator, if such revision will 
lead to greater recovery or oil or gas, improve the efficiency, safety 
and environmental protection of operations, or will be the only means 
available to avoid substantial economic hardship to the lessee. Such 
revisions can be allowed only if it is consistent with the protection of 
the environment. Any revision of an approved plan which is significant 
is to be reviewed after the comment and recommendation procedures 
applicable to the initial decision on a plan, and if necessary, through 
the NEPA procedures for a "major federal action."

Ordinarily, as described in subsection 5(d), failure to comply with 
the Act, lease terms, or applicable regulations on a producing lease, 
can result in cancellation only after an appropriate proceeding in the 
United States district court. The Committee was concerned that apply 
ing this type of judicial proceeding to the development and production 
plan might lead to delays. Subsection 25(i) provides that the Secretary 
may cancel or terminate a lease for failure of an owner to submit a 
plan, or comply with a plan, after notice is given of such failure, a 
reasonable period allowed for corrective action, and an administrative 
hearing is held. The termination or cancellation is in effect at the 
completion of the administrative proceedings. Judicial review, rather 
than judicial approval, is to occur in the United States district court. 
Termination pi a lease because of a failure to comply with any ap 
proved plan, including modifications or revisions, is clearly the fault 
of the lessee, and therefore, as specifically stated in subsection (i), the 
lessee is not entitled to compensation.

The Committee recognizes that there might be cases where a minor 
failure to comply woula not warrant the Secretary cancelling or termi 
nating a lease. However, as with regulations, an overall pattern might 
be established. In such situations, the Secretary is to utilize the pro 
cedures descril>ed in section 22(h) for cancellation of a lesse where the 
owner or operator of a lease lias by a repeated course of conduct, or 
through sin overall pattern, failed to substantially comply with his 
plan.
Section £6.—Outer Continental Shelf Oil and Gag Information 

Program
Section 26 describes the procedures and requirements for obtaining 

and releasing information from lessees and permittees.
Subsection 26 (a) requires lessees and permittees to grant the Sec 

retary of the Interior access to all data obtained from OCS activities. 
Copies of specific data and interpretations are to be furnished upon 
request to the Secretary. If interpretations are supplied, the lessee or 
permittee is not to be held responsible for any consequence of its use 
or for any reliance upon them, provided they are made in good faith.

Federal agencies are to provide the Secretary with relevant infor 
mation in their possession. Also, any information furnished in the 
same manner and fonn as used in the normal conduct of a lessee's 
business, are to be supplied free of charge, except for the reasonable 
reproduction costs. If information is requested in some other form, 
however, or if any information is requested from a permittee gener 
ally, the Secretary is to pay the reasonable costs of both processing 
and reproduction.
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Planning Information, to States
Subsection 26(b) requires that information from lessees and per 

mittees be processed, analyzed, and interpreted by the Secretary and 
then a summary of data made available to affected States. Such sum 
mary shall include estimates of the amount of oil and gas, the size and 
timing of development if and when oil and gas is found, and the ex 
pected locations of facilities and pipelines.

The intent of this subsection is to ensure that affected states are 
provided summaries of all information relating to potential or exist 
ing OOS production in order to assist them in planning for any on 
shore impact. Recognizing that all states may not have the resources 
to review information or may not be supplied with certain informa 
tion because of confidentiality provisions, this subsection would ensure 
that the states have comprehensive and timely information available 
as soon as feasible for comment and planning purposes.
Confiden tiality

Subsection 26 (c) requires the Secretary to promulgate regulations 
to assure the confidentiality of privileged information received under 
this section. These rules must set forth the time periods and conditions 
for any eventual release of such information. The regulations must 
also include a provision that privileged information itself is only 
transmitted to States if a lessee or permittee and all owners of the 
information so agree.

If there is no agreement as to release of information, the Governor 
of the affected state or his designee has the right as provided in sub 
section 26(d) (2) to inspect such information at regional offices of the 
Department of the Interior. However, no such inspection of confiden 
tial information is permitted prior to a lease sale covering the area 
about which the information was developed.

Subsection 26(d) requires the Secretary to transmit to affected 
States and any appropriate Regional Advisory Boards all relevant 
information received or prepared by the Secretary under this section, 
subject to applicable confidentiality regulations. This includes all rele 
vant programs, plans, summaries, reports, EIS's, tract nominations 
(including negative nominations), lease sale information, including 
all modifications, revisions, and comments. Any privileged informa 
tion transmitted to the States or knowledge obtained by the States 
through inspection is subject to confidentiality regulations.

Subsection 26 (e) preempts any state law which might provide for 
public access to privileged information obtained by the State from 
the Secretary.

Subsection 26(f) requires the Secretary to withhold privileged in 
formation from any state which he finds cannot or does not comply 
with confidentiality regulations. Transmittal may be resumed when 
such situation no longer exists.

Under subsection 26 (g) any geological and geophysical informa 
tion obtained in the conduct of exploration by any Federal agency 
(or Federal contractor) may not be withheld from the public.
Section 27.—Federal Purchase and Disposition of Oil and Gas

Section 5 of the Outer Continental Shelf Lands Act Amendments of 
1953 allows the Secretary of the Interior to reserve oil and gas accrued
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or reserved to the United States as royalty. Present regulations issued 
by the Department of the Interior, 30 C.F.R. Section 225A, provide 
for the disposal or distribution of such royalty oil. The 1976 Amend 
ments to the Outer Continental Shelf Lands Act provide many new 
bidding options, involving royalties and net profit shares. Section 27 
is intended to provide the procedures for the securing of royalty and 
net profit share oil and gas, and if no royalty or net profit share is 
part of an accepted bid, lor purchase of oil and gas, and the distribu 
tion of such oil and gas.

Section 27(a) provides that the Secretary of the Interior can de- 
mand'that all royalty or net profit shares, or both, accruing under any 
lease or permit issued or maintained under the Outer Continental 
Shelf (Lands Act is to be paid in oil and gas. Paragiaph/(2) of thijs 
subsection provides that in those cases where there is a royalty or net 
profit share amounting to less than 16% percentum by volume of the 
oil and gas produced, the Secretary shall have the right to purchase 
oil or gas from leases at the regulated price, or if there is no regulated 
price, at the fair market value. This paragraph allows the Secretary 
to purchase'oil and gas so that he can make it available as he would 
otherwise make available royalty or net profit share oil or gas, when 
lie accepts bids with a low or no royalty or net profit share, or where 
after production on a lease has commenced, the Secretary agrees to 
reduce or eliminate the royalty or net profit share. However, the Sec- 
retary cannot obtain, either by purchase, or royalty or net profit share, 
no more than 16% percentum by volume of the oil and gas or the per 
centage of the royalty or net profit share, which ever is greater.

Paragraph (3) of this subsection also provides that the Secretary, 
instead of selling royalty, net profit share, or purchased oil and gas 
under this section, can transfer it to other agencies for disposal within 
the federal government.

Subsections (b) and (c) provide for the distribution of royalty, net 
profit share, or purchased oil and gas respectively. Under both subsec 
tions, if any law provides for the mandatory allocation of either oil 
or gas, or provides for a regulated price for such oil or gas, or pro 
vides for both, those provisions of law dealing with allocation and reg 
ulated price are to apply. Procedures established in regulations by the 
Secretary for distribution of oil or gas apply only in the absence of 
any statutory provision setting a mandatory allocation or a regu 
lated price for OCS oil and gas.

Subsection (b) provides that oil obtained pursuant to this section 
not otherwise allocated or regulated, is to be offered to the public and 
sold by competitive bidding at not less than its fair market value. 
Fair market value is defined in section 2 of this Act.

In accordance with the Small Business Act (15 U.S.C. 631), the 
present regulations for the disposition of royalty oil provide for 
allocation of such oil to "small refiners." i"t is the intention of the 
Committee that such disposition be continued. Therefore, section (b) 
also provides that if the Secretary determines that small refiners do 
not have access to adequate supplies of oil at equitable prices, he is to 
make the oil he has obtained available, either through a lottery or an 
equitable allocation, in such a way as to insure sufficient amounts of 
such oil to small refiners. Small refiners are defined, as presently in 
the regulations, as owners of a refinery or refineries which qualifies 
as a small business concern under the rules of the Small Business Ad-
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ministration, and who are unable to purchase on the open market an 
adequate supply of oil to meet their needs.

Subsection (c) provides that, in the absence of mandatory alloca 
tion, the Secretary is to sell to the public by competitive bidding any 
gas obtained pursuant to this section. If the Secretary finds that there 
is an emergency shortage of gas in any particular region of the United 
States, the Secretary may allocate or conduct a lottery for such gas 
and limit participation in such sale, allocation, or lottery to persons or 
business concerns serving regions suffering such a shortage.

There is, of course, the possibility that oil or gas obtained will not 
receive acceptable bids, and not be able to be otherwise transferred to 
another federal agency for use. In such a situation, or in any other 
situation, subsection ( d) provides that the lessee is to take back any 
federal oil or -gas ana pay to the United States an amount equal to 
the regulated price or if there is no regulated price, the fair market 
value.

Presently, section 12(b) of the Outer Continental Shelf Lands Act 
provides the Federal Government, in emergency situations, has the 
right to purchase all of the oil or gas obtained from the Outer {Conti 
nental Shelf. Subsection (f) of this section makes it explicit that 
nothing in this section is to eliminate that power.
Section £8—LiimtatwM on Export

The findings, purposes, and policies of the 1976 Act make it clear 
that the development of the Outer Continental Shelf is to be one 
method to reduce dependence on foreign energy sources and increase 
the domestic supply of oil and natural gas. It is the intention of the 
Committee that oil and gas obtained on the Outer Continental Shelf 
of the United States be reserved for domestic use only. Section 28 
limits exports of any OCS oil and gas. Exports are to be allowed only 
in cases of exchange agreements, efficiency, or the national interest, 
and then only when such exports do not add to dependency on foreign 
energy sources and when the President makes a specific finding to 
this effect. The President must submit his findings and recommenda 
tions to Congress as to the export of any oil or gas for approval or 
disapproval. If the Congress, within 60 days, passes a concurrent reso 
lution of disapproval stating that such export would not be in the 
national interest, further exports are to cease.

This procedure is in conformity with prior acts of Congress. In 
section 103 (b) of the Energy, Policy and Conservation Act, P.L. 
94-163, 89 Stat. 969, 42 U.S.C. 6203, exports of oil and gas produced 
domestically are precluded unless there is a specific exemption. Later 
sections of that act also provide for reports to Congress. It is the 
intent of the Committee to further limit possible export of domestically 
produced oil and gas by requiring not only reports to Congress, but the 
ability of Congress to disapprove such exports. The procedure adopted 
in section 28 is that adopted in section 28 (u) of the Minerals Leasing 
Act of 1920 (30 U.S.C. 185(u)), as amended in 1973.

T1TLB III—OFFSHOKK Oil. TOLLUTKW FUND

Title III provides the procedures to be followed in the event of an 
oil spill and compensation for clean-up costs and damages resulting 
from such a spill. The Title applies to spills from any. offshore facility
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in OCS, and any transportation device, including vessels for delivery 
of the oil and gas from the offshore facility.
Section SOI—Definitions

This section defines twelve terms which appear in the oil spill lia 
bility Title.

The section first defines what expenses arc to l>c included in assessing 
liability by a spiller off a newly created pollution fund. The Commit 
tee intends that the Department of Transportation establish specific 
criteria, consistent with these, definitions, for the determination of 
"clean-up costs" and "damages."

"Clean-up cost,9n are to include all reasonable and actual costs in 
curred in removing or attempting to remove oil discharged from an 
offshore facility or vessel or in attempting to prevent, reduce, or miti 
gate damages from such a discharge. Costs incurred by the federal 
government, nny state, local or foreign government, and the contrac 
tors and sul>contractors of such governments, including administrative 
expenses, such as the transportation of personnel anil equipment to 
and from an oil spill, arc specifically covered. The Committee hopes 
and expects that, state, local and foreign governments will cooperate 
fully with federal officials in cleaning up oil spills, btit they need 
not lx> operating under federal supervision in order to be eligible for 
reimbursement for their clean-up costs pursuant to this Title. Clean-up 
costs must be "reasonable" (necessary, and approximately equal to 
the market value of similar goods and services), and "actual" (really 
incurred).

"Damages" are to be all direct and actual injuries, except clean-up 
costs, which are proximatcly caused by the discharge of oil from an 
offshore facility or vessel. The types of damages recoverable under this 
Title, such as injury to real or personal property or natural resources 
and loss of income or earning capacity, are listed in section 307. The 
Committee intends the phrase, "direct and actual" to refer to the nature 
of the injury and not the cause of it. Tn order to claim damages under 
this Title, a claimant must Ixs directly and actually injured,"but such 
injuries need only be "proximately caused" by an oil discharge.

"Discharge" includes any spilling, leaking, pumping, emptying, 
pouring, or dumping, whether intentional or unintentional, and ap 
plies to accidental as well as intentional or operational discharges.

An "offshore facility"^ included within the scope of this Title, is.any 
oil refinery, drilling structure, oil storage or transfer terminal, pipe"- 
line, or related appurtenance which is used or capable of being used to 
drill for, pump, produce, store, handle, transfer, process, or transport 
OCS oil, but does not include vessels or deepwater ports. To be con 
sidered an offshore facility under this Title, a facility need only be 
located seaward of the high water mark. It therefore includes facilities 
within state waters, as well as those on the Outer Continental Shelf. 
Vessels are separately defined and are separately treated by this Title. 
However, once a drilling ship or other water-craft is attached to the 
seabed for exploration, development or production, it is to be con 
sidered an "offshore facility" rather than a vessel, for purposes of 
applying the differing requirements for a facility as compared to a 
vessel.

A "vewP* means every description of wntercraft or other contriv 
ance, whether or not self-propelled, which is used to transport oil
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directly from an offshore facility. After oil has been landed in any 
state, and transferred to an onshore facility or another vessel, vessels 
which subsequently transport such oil are not considered veesels for 
the purposes of this Title.

This Title establishes a fund for th« payment of damages beyond a 
set maximum of liability for the spiller. For convenience, this Section 
defines "fund" as the Offshore Oil Pollution Compensation Fund estab 
lished under section 302 (a) of this Title, and "revolving account" as 
the account in the U.S. Treasury for the Fund which is established 
under section 302 (b) of this Ttitle. The fund is to be administered by 
the Department of Transportation, while the revolving account, which 
supplies monies to the fund, is to be located in the Treasury. Amounts 
in the revolving account are to be made available to the fund through 
an appropriations act.

Liability for all clean-up costs and for damages to a set maximum is 
placed on an "oioncr" and on an "operator" which are defined in three 
different wnys, according to what is being owned or operated. The 
owner or operator of an offshore facility is any person owning or oper 
ating such facility, whether by lease, permit, contract, license, or other 
form of agreement. The owner of an offshore facility which" was aban 
doned without the prior approval of the Secretary of the Interior 
is the person who owned the facility immediately prior to its aban 
donment. Tf the facility was abandoned with the prior approval of the 
Secretary, the previous owner would not be liable for any discharges 
from the facility. The owner or operator of a vessel would be any 
person owning, operating, or chartering by demise the vessel.

"Person" is defined to include any legal entity, including an indi 
vidual, a public or private corporation, partnership, or other associa 
tion, or a government entity, and "person-in-charge" is to apply to the 
individual immediately responsible for the operations of an offshore 
facility or vessel. In the event that such individual is not aboard the 
offshore facility or vessel, the one who has been assigned, or who has 
assumed, his responsibilities is to be considered the person-in-charge.

The "Secretary" referred to in this Title is to be the Secretary of 
Transportation. It is the intent of the Committee that the Secretary 
delegate authority to the Coast Guard to implement and administer 
the provisions of this Title.

An "incident" is any occurrence or series of related occurrences 
which cause, or immediately thereafter, oil pollution, meaning a 
harmful discharge as described in Section 303 of this Title. The in 
cident may involve one or more offshore facilities or vessels,
Section 302.—Ertallixhment of the Fund and the Revolving Account 

Section 302 establishes an Offshore Oil Pollution Compensation 
Fund in the Department of Transportation. Tt is the intention of the 
Committee that the Coast Guard fulfill the responsibilities of the 
Department with respect to administration of the Fund. The fund 
may suci or be sued in its own name.

A revolving Treasury account is also established, without fiscal year 
limitation, to be available to the fund. Subsequent appropriations 
legislation is to be enacted with general language establishing the fund 
and the revolving account, without fiscal year limitation,'and with 
provisions for the use of the revolving account by the fund.

W-SIl O - 1« - »
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Section 321 of this Title authorizes appropriations for the establish 
ment and operation of the revolving account and the fund, and initial 
and continuous funding for this Title.
Section SOS.—Prohibition

This Section prohibits the discharge of oil from any offshore facil 
ity or vessel in quantities which the President determines to be harm 
ful under section 311 (b) of the Federal Water Pollution Control Act 
(33 U.S.C. 1321 (a)). Pursuant to that Act, the Environmental Pro 
tection Agency has established that, with certain exceptions, any quan 
tity of oil which forms a sheen on a water surface is harmful, thus pro 
hibiting the discharge of oil in any appreciable quantity from off 
shore facilities and vessels.
Section 304.—Notification

Any person in charge, as defined in Section 301, of an offshore facil 
ity or vessel must notify the Secretary as soon as he learns of any oil 
discharge in harmful quantities from such facility or vessel. Failure 
to notify is punishable by a fine of up to $10,000 or one year in jail, 
or both.

Report of an oil spill as soon as it occurs enables federal officials to 
be promptly sent to the spill scene to supervise or undertake clean-up 
activities. If the corporation which owns or operates the, facility or 
vessel, and not the person directly in charge, was held responsible for 
notification, the commencement of clean-up operations might be sub 
stantially delayed. The sooner that clean-up actions are taken follow 
ing a spill, the easier and less expensive it is to clean it up.

In order to encourage prompt and accurate notification, a limited 
immunity provision is included. Notice or any information obtained 
as a result of such notice cannot be used against any person supplying 
the report, except for a prosecution for perjury or giving a false 
statement.
Section 806.—Removal of Ditchurged Oil

This section directs the President to remove or arrange for the 
removal of spills of harmful quantities from offshore facilities and 
appropriate vessels, unless he finds that the owner or operator will do 
so properly and expeditiously. Glean-up operations are to be con 
ducted, to the greatest extent possible, in accordance with the Na 
tional Contingency Plan established pursuant to section 311 (c) (2) 
of the Federal Water Pollution Control Act. Money in the revolving 
account can be drawn in order to pay promptly for all clean-up costs 
incurred by the government in removing or minimizing damages 
caused by an oil discharge.

Section 305 corresponds closely to similar provisions in the Fed 
eral Water Pollution Control Act, which currently governs federal 
clean-up of oil spills of offshore, facilities within state waters, but 
not on the OCS. The intent of this section is to extend the existing pro 
gram to discharges on the OCS. Although the section places federal 
clean-up responsibility nominally with the President, it is understood 
that the Coast Guard would administer this provision.

In addition, this Section allows the President to pay states immedi 
ately for any clean-up expenses as they accrue. The intent of this Sec-
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tion is to enable states to obtain reimbursement from the federal gov 
ernment for their reasonable and actual clean-up costs. Although other 
Sections of this Title provide that states would ue entitled to seek such 
reimbttrseinent. directly from the fund, some states have indicated that 
they need the assurance of full and immediate reimbursement, as would 
come from the President more quickly than from the fund, in order to 
commit state funds to cleaning up oil spills.
Section. 30(>.—Dutien an/I Power*

This section outlines the responisbilities and the powers of the Sec 
retary of Transportation in administering this Title. The Committee 
intends that such duties, rcs|xmsibilities and powers l)e delegated to 
the Coast Guard.

The Secretary is to administer and maintain the fund, to establish 
regulations and provide for the fair and expeditious settlement of 
claims, to provide for public access to information related to this 
Title, to submit an annual report to the Congress, and to perform 
other functions that are prescribed by law.

The Secretary can utilize the personnel or services of any govern 
ment agency, whether federal, state or local, or of any other organiza 
tion, can issue and amend rules and regulations, can conduct investiga 
tions, can obtain information and hold meetings or public hearings, 
can enter into contracts, agreements, or other arrangements for the 
acquisition of material, information, or other assistance, and can issue 
and enforce appropriate legal orders during proceedings. *
Section. 307.—/iecovr.rable Danuige*

If real or personal property is damaged or destroyed, the owner 
may recover the value of the loss or damage as of the time of injury, 
the cost of restoring, repairing, or replacing such property, any decline 
in value of such property, and any loss in income during repair, 
restoration or replacement.

The scope of this section includes recovery for costs incurred by 
private parties in removing or attempting to remove discharged oil, 
and in reducing or mitigating, or attempting to reduce or mitigate, 
damages to real or personal property, lit is intended that property 
owners wijl only seek compensation for replacement costs when they 
cannot otherwise restore or repair their property.

If real or personal property or natural resources are damaged or 
destroyed by an oil discharge, recovery is also allowed for loss of in 
come or impairment of earning capacity if the claimant derives at 
least one-fourth of his annual earnings from activities which make use 
of the property or resources which have been damaged or destroyed. 
Recovery is limited to losses incurred during a one-year period. This 
covers businesses that do not own property or resources affected by an 
oil spill, but whose income depends upon the ability of them or their 
customers to use such property or resources. Among the possible 
claimants under this subsection are fishermen in cases where fish are 
polluted or killed by an oil spill, and hotel and restaurant owners 
and employees in resort towns which lose business because of an oil 
spill. The term "income" is used in this subsection to include wages, 
earnings, or profits, and is not intended to mean net income or net 
profits. A hotel or restaurant owner could recover lost income that 
would have paid for his employees' wages or salaries, as well as his own,
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among other costs. In such cases, the owner would be required to 
distribute such lost wages or salaries to his employees.

If natural resources are damaged or destroyed by an oil discharge, 
federal or state governments may recover the costs and expenses of 
restoring, repairing, or replacing such resources. Replacement costs 
and expenses would only be recovered if it is impossible to otherwise 
restore or repair the resources. The Committee anticipates that federal 
or state governments would seek recovery when oil damages or destroys 
public beaches, marshlands, wetlands, fisheries, flora, fauna, wildlife, 
and other natural resources.

Finally, if real or personal property is damaged or destroyed, the 
federal government or any state or local government may recover any 
related lost tax, royalty, rental, or net profit share revenue. Recovery 
is limited to revenue losses incurred during a one-year period.
Section 308.—Clean-up C'otlt and Damage*

This section provides for unlimited liability for clean-up costs, and 
limited liability for damages, to be borne by the owners and operators 
of offshore facilities and vessels.

Subsection (a) holds the owner and operator of an offshore facility 
or vessel which discharges oil to be jointly and severally liable, with 
out regard to fault, for the full costs of cleaning,up the discharge. This 
subsection would put into positive law a similar requirement currently 
in Interior Department regulations (OCS Order 250.43 (b)). It would 
extend that requirement of unlimited cleanup liability to vessels trans 
porting oil directly from offshore facilities. The existing regulation, 
which has been in effect since shortly after the Santa Barbara spill in 
1969, applies to OCS facilities only.

Existing safeguards should not be weakened for development of 
the possibly riskier frontier areas. The oil industry has indicated its 
intention to clean up spills immediately, and has established clean-up 
cooperatives to keep clean-up equipment near offshore drilling sites. 
The Committee intends this subsection to serve as an additional in 
centive to encourage owners and operators not only to commence 
clean-up operations at once, but also to carry such operations through 
to completion. However, if any federal, state or local official or agency 
acts to clean up tin oil spill, the owner and operator will be required to 
])ay all such clean-up costs. Any clean-up costs incurred by third par 
ties would be considered damages under section 307 and an owner 
and o]>erator would be liable for such damages in accordance with 
subsection (c) of this section.

Subsections (b), (c) and (d) provide that the owner and operator 
of an offshore facility or vessel are jointly and severally liable, 
with limited exceptions, for damages resulting from a discharge. 
Such liability is absolute unless the owner or oi>erator can prove, 
and show to what extent, the spill resulted from (1), an act of war; 
(2), the negligent or intentional act of a third party, including a gov 
ernment entity; or (3), an act of God. The defense for acts of God 
does not- include poor weather conditions or any case where the owner 
or operator could have reasonably avoided exposure to the "natural 
phenomenon of an exceptional, inevitable, and irresistablo character."

The liability of owner and operator of an offshore facility for dam 
ages is limited to $35 million and the liability of an owner and oper-
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ator of a vessel for damages is limited to $150 per gross registered ton 
of the vessel) These limits are to be increased in accordance with the 
rate of inflation. These limits do not apply if (1), the damages resulted 
from gross negligence or willful misconduct within the privity and 
knowledge of the owner, operator, or person in charge; or (2), if the 
discharge resulted from a violation of applicable safety, construction 
or operating standards or regulations.

The intent of these subsections is to require the owner and operator 
to pay all of the public clean-up coots associated with that discharge, 
plus up to the stated amounts in damages caused by the discharge. In 
cases of gross negligence or willful misconduct, or violation of applica 
ble regulations, the owner and operator would be liable for all clean-up 
costs and all damages associated with the spill. If a consortium or 
group of companies owns or operates an offshore facility or vessel, the 
liability limit would apply to the consortium or group. The liability 
of each member would «>e in proportion to each member's participa 
tion in the consortium or group.

The Committee views the provision regarding unlimited liability for 
damages in certain cases as an important part of this section and a 
significant improvement upon existing oil spill liability law. Both 
the Federal Water Pollution Control Act (section 311(f), 33 U.S.C. 
1321 (f)) and the Deepwater Port Act (section 18(d), 33 U.S.C. 15i5 
(d) and (e)) deny the spiller the right to limit his liability if the 
spill resulted from gross negligence or willful misconduct, within the 
privity and knowledge of the owner or operator.

This section strengthens previous provisions in two ways. First, it 
extends the gross negligence and willful misconduct standard directly 
to the person in charge. Although gross negligence or willful mis 
conduct must still be proven, it need no longer be traced to the owner 
or operator. When gross negligence or willful misconduct actually 
causes spills, the person in charge is much more likely than the owner 
or operator to have been responsible for, or at least knowledgeable of, 
Siich behavior. Second, the section denies limitation of liability if 
the. discharge results from a violation of applicable safety, construc 
tion, or operating standards or regulations. The intent ot this provi 
sion is to encourage owners and operators of offshore facilities to com 
ply with such standards and regulations. The imposition of unlimited 
liability in cases where spills result from safety violations is designed 
to assure early compliance with various standards and regulations, 
and thus reduce administrative expense.

Subsection (e) deals with subrogation. If an owner or operator of 
an offshore facility is held liable for the costs of a spill caused by the 
unseaworthiness of a vessel or the negligence of the owner, operator, 
or person in charge of a vessel, the owner or operator of the facility is 
subrogated to the rights of any person entitled to recover damages from 
the owner, operator or person in charge of the vessel. The owner or 
operator of the facility can assume the legal rights of someone who is 
injured by the vessel's owner, operator, or person in charge.

Similarly, when the owner or operator or a vessel is held liable for 
the costs of a spill caused by the negligence of the owner, operator, or 
person in charge of an offshore facility, the vessel's owner or operator 
is subrogated to the rights of any person entitled to recover damages 
from the owner, operator, or person in charge of the facility. The
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owner or operator of the vessel can sue the owner or operator of the 
facility.

The liability provisions of this Title do not affect or limit the rights 
of an owner or operator of an offshore facility or vessel, or the fund, 
may have against any third party who caused, whether solely, or 
partially, an oil discharge. An owner, operator, or the fund, can 
proceed against a third partv when the owner, operator or the fund 
pays the costs of a spill which was actually caused by the third party. 
The extent of the third party's liability would depend on whether he 
had solely caused the spill or whether he had contributed to its taking 
place.
Section309.—Disbursements from the Revolving Account

Money from the revolving account in the Treasury to the Fund is 
available only for (1), administrative and personnel expenses; (2), 
for public costs incurred in cleaning up an oil discharge, whether pur 
suant to this Title or any state or local law, (3), private clean-up costs 
of an owner or operator when the discharge is caused solely by an act 
of war or by negligence on the part of the federal government in estab 
lishing and maintaining aids to navigation and (4), for all damages 
not paid by the owner or operator pursuant to this Title. The Fund 
would compensate claimants for damages if the owner and operator 
denies liability or that the spill was from their facility or vessel, if 
the owner or operator is exempt from liability because of an act of 
war, acts of God, or intentional or negligent acts of third parties, 
if the owner or operator has not reached a settlement with the 
claimant; or if the owner or operator has reached the liability limit. 
In addition, the Fund would provide compensation in cases where 
the spiller has not been identified. It is the intent of the Committee 
that the Fund provide full and complete compensation for all damages 
caused by oil discharges from offshore facilities and vessels.

However, the Fund is not liable or responsible for any of the costs 
of or damages to a claimant which were negligently or intentionally 
caused by such claimant. Whenever the Fund compensates a claimant, 
it acquires all legal rights of the claimant to recover clean-up costs 
and damages from the person responsible for the discharge. For ex 
ample, if the owner and operator cannot reach a settlement with the 
claimant within sixty days pursuant to section 313 of this Title, and 
the Fund then reaches a settlement with the claimant, the Fund ac 
quires the claimant's rights to recover damages from the owner and 
operator. Subsectioh (b) explicitly directs the Fund to diligently pur 
sue recovery for any such surrogated rights.

In any claim or action by the Fund against an owner, operator, or 
other person providing financial responsibility for an owner or oper 
ator, as for example in the case where the Fund has compensated a 
claimant for damages caused by a spill for which an owner and op 
erator arc liable, and the Fund then seeks reimbursement from the 
owner and operator, the Fund is to recover both the full amount it 
has paid to the claimant or to a government entity which undertook 
clean-up operations, and interest on that amount, except for those 
amounts for which there is a valid defense. Interest is to be computed 
at the existing commercial interest rate, and the Coast Guard in ad-
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ministering the Fund is expected to publish guidelines for the compu 
tation of such rate. Interest is to be charged from the date upon which 
the request for reimbursement was issued from the Fund to the owner, 
operator, or person providing financial responsibility, to the date upon 
which the amount is actually paid by the owner, operator, or other 
person to the Fund. The imposition of an interest charge upon delayed 
reimbursement will encourage the owners and operators of offshore 
facilities and vessels, and their insurers, to arrange expeditious settle 
ments with the Fund. Experience with the Pollution Fund, established 
pursuant to the Federal Water Pollution Control Act;-indicates that, 
m the absence of such an incentive, the government gets involved in 
lengthy, costly and sometimes frivolous negotiations and litigation 
with the liable parties.

A later section states that the revolving account for the Fund is to 
be financed by an initial appropriation and then a three cents per 
barrel fee. The fee need only be collected until $100 to $200 million is in 
the account. Normally, the Fund would maintain an account balance 
sufficient to cover most spills. However, it may be possible that an 
extensive catastrophic spill might occur that would involve costs 
and damages beyond the amounts in the account. In such a situation, 
either while the account is being built up, or if the $100 to $200 
million amount is insufficient, the Fund may borrow all necessary 
amounts to pay any clean-up costs and damages for which the* Fund 
is liable; up to $500 million at any one time.

The Fund may issue notes or other obligations to the Secretary of 
the Treasury, according to terms and conditions prescribed by the 
Secretary of the Treasury. Borrowed monies are to be deposited m the 
revolving account, and redemptions of notes or other obligations 
issued to the Fund are to be made from the revolving account.

The Secretary of the Treasury is to- determine an appropriate in 
terest rate, based upon the current average market yield on outstand 
ing marketable obligations of the U.S. of comparable maturities dur 
ing the month preceding the borrowing. The becretary of the Treas 
ury is authorized to purchase the Fund's notes or other obligations by 
using as a public debt transaction the proceeds from the sale of any 
securities issued under the Second Liberty Bond Act. The purposes for 
which securities may l>e issued tinder that Act are extended for this 
purpose. In addition, the Secretary oi* the Treasury may sell any notes 
or other obligations which he purchased pursuant to this section. All 
purchases, redemptions, and sales of such notes or other obligations 
are to be treated as public debt transactions of the U.S.

This borrowing provision enables the Fund to pay all costs and 
damages as soon as possible. The concept of authorizing the Fund to 
borrow money in such cases in order to provide unlimited coverage 
was first introduced in the Deepwater Port Act, section 18(f) (3) (33 
U.S.C. 1517(f)(3)). This section improves upon that provision by 
outlining the borrowing procedures in greater detail.
Section 310.—Fee Collection,; Deposits in Revolving Account

This section provides for the collection of a. fee to establish and 
maintain the. Fund and the deposit of any amounts collected by the 
Fund. The Secretary of Transportation is to levy and collect a three- 
cents-per-bai-rel fee from the owners of oil produced from the OCS.
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The fee is to be levied when the oil is transferred from a well to a pipe 
line or vessel. The Committee intends that the owner from whom the 
fee is collected be the owner of the oil just prior to its transfer from 
the well to the pipeline or vessel. The three-cents-per-barrel fee may 
only be levied once upon any oil.

The fee is to be collected until the balance in the revolving account 
reaches at least $100 million. Afterwards, the Secretary is to maintain 
the account at a level between $100 million and $200 million. To do 
so, lie may suspend and reinstate the fee from time to time, or he 
may periodically modify the amount of the fee.

All fees, reimbursements, fines, penalties, investments, and judg 
ments pursuant to this Title are to be deposited in the revolving 
account, and are to be included in the calculation of the amount in 
the account. If the amount in the account exceeds $200 million, all 
sums in excess are to be deposited in the U.S. Treasury and credited 
to miscellaneous receipts.

Any money not needed for the purposes of the Fund and its ad 
ministration are to be prudently invested in income-producing securi 
ties issued by the United States. The Secretary of the Treasury must 
approve such investments. It is expected that such investments will be 
made on a short-term basis, in order to provide the Fund with maxi 
mum liquidity in order to respond effectively to any unexpectedly 
large or any unexpectedly high frequency of oil spills.
Section 311.—Financial Responsibility

This section requires owners or operators of offshore facilities and 
vesels to demonstrate adequate financial responsibility so to be able 
to cover the liability requirements of this Title.

The owner or operator of an offshore facility is to establish and 
maintain evidence of financial responsibility based on the capacity of 
the facility and "other relevant factors". Such factors should include, 
although need not be limited to, liability requirements, the frequency 
with which the facility handles OCS oil, the previous experience of 
the facility with regard to oil discharges, and the size and assets of 
companies and corporations affiliated with the owner or operator. The 
President is to establish rules and regulations governing the establish 
ment and maintenance of evidence of financial responsil "*y shown by 
insurance, surety bonds, self-insurance, or other metlu/us.

The owner or operator of a vessel is to provide evidence of finan 
cial responsibility to the Federal Maritime Commission. Financial 
responsibility must be based upon liability requirements and the. 
tonnage of the vessel. An owner or operator who owns, operates or 
charters more than one vessel need only provide evidence of .financial 
responsibility for the largest of his vessels. Financial responsibility 
may be proven with insurance, surety bonds, self-insurance, or other 
methods.

Offshore facilities are not presently required to demonstrate finan 
cial responsibility for liability expenses. However, under the Federal 
Water Pollution Control Act, the President has designated the Fed 
eral Maritime Commission to administer the financial responsibility 
requirement for vessels. It is expected that the President Avill also 
designate the Maritime Commission to administer the financial re 
sponsibility requirement for offshore facilities pursuant to this section,
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as the Commission has gained considerable experience in working 
with private insurance organizations. If the President or the Federal 
Maritime Commission determine that another agency could administer 
this section more effectively, however, it would still be consistent with 
this section of this Title.

The purpone of this section is to extend the existing requirement 
for evidence of financial responsibility to offshore facilities, in addi 
tion to vessels. The requirement was initially imposed upon vessels 
in the Federal Water Pollution Control Act because vessels might 
spill oil and then sail beyond U.S. jurisdiction. Furthermore, many 
vessel owners incorporate each vessel separately and, if the vessel, is 
seriously damaged or destroyed in an incident, the vessel owner would 
lack sufficient assets to meet legal liabilities. The effect of the Federal 
Water Pollution Control Act requirement for proof of financial re 
sponsibility has been to expand the pollution coverage offered by the 
private insurance community. The Committee expects this subsection 
to have a similar effect upon the pollution coverage available to off 
shore facilities. Currently, in the absence of such a requirement, some 
offshore operators do not have insurance coverage for oil spill liability. 
As financial responsibility is now to be required, the capacity of the 
insurance market in this area will necessarily increase. Whereas a 
standard commercial insurance policy covering pollution from offshore 
facilities currently contains a $22 million limit, such coverage might 
now expand to $45-50 million.

Direct action by a claimant on the Fund is allowed against the surety, 
insurer, or other person providing financial responsibility for an 
owner or operator. Thus, a claimant or the Fund can seek compensa 
tion directly from an insurer, for example, if an owner or operator 
refuses to meet his liability requirements or does not provide compensa 
tion for any other reason. Section 311 of the Federal Water Pollution 
Control Act, which established the key precedent for oil spill liability 
legislation, contains a similar direct action provision.

A fine of up to $25,000 is to be imposed upon anyone who violates 
the provisions of this section or any regulations issued pursuant to it.

The President is to increase the liability limits and corresponding 
financial responsibility requirements annually, equal to the annual 
percentage increase in the wholesale price index. The intent of this 
provision is to prevent the liability limits and financial responsibility 
requirements from becoming obsolete as inflation pushes up the costs of 
oil spills as well as the limits of insurance policies. The Water Pollu 
tion Control Act establishes liability limits of $100 per gross ton or 
$14 million for vessels in 1970, when insurance policies were generally 
limited to about $14 million. Since that time, insurance coverage has 
expanded to a current level of $25 million, although the $14 million 
limit remains fixed in the law. The Committee believes that this pro 
vision will avoid such discrepancies by escalating liability limits and 
financial responsibility requirements along with inflation. The whole 
sale price index was selected, after advice from the General Accounting 
Office, as a reasonable indicator of inflation, particularly in relation 
to spill clean-up costs and damages.

Although a later section of this Title (Section 322) specifically 
provides that no state law as to requirements or liability as to dis-
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charges, the Committee was concerned that an owner or operator 
should not be required to tie up large amounts of capital by having 
to doubly insure, with both a state and the federal government, as to 
any possible discharge. Therefore, the non-preemption provision is 
specifically limited by subsection (f) of this section which provides 
that if an owner or operator of an offshore facility or vessel provides 
evidence of financial responsibility to the federal government under 
this section, he cannot be required to provide similar evidence for the 
same facility or vessel to any state government. States are required 
to accept evidence of compliance with the federal requirement as satis 
factory compliance with their state-level financial responsibility re 
quirement for the same facility or vessel. •
Section 312.—Trustee of Natural Resource*

The Secretary or an authorized representative of any state is to 
act as trustee of the natural resources. This provision enables federal 
or state governments to make claims on behalf of the public for dam 
ages to natural resources. The section stipulates that compensation 
received is to be used to restore, rehabilitate, or acquire the equivalent 
of the damaged resources. Consistent with section 307 of this title, 
such compensation may only be used for acquisition purposes if 
restoration and rehabilitation of the damaged or destroyed resources 
is impossible or can only be undertaken with a low possibility of a 
significant amount of success.
Section 313.—Claims Procedure

This section establishes the procedures by which claimants can re 
cover for clean-up costs and damages. In general, the claimant is to 
seek jmyment from the owner or operator or his insurer. If liability 
is denied, or if no settlement can be reached in sixty days, the claimant 
can seek payment from the Fund. Any amounts paid to the claimant 
from the Fund can be recovered, up to the liability limits and with 
the liability exceptions, from the owner and operator.

The Secretary of Transportation is directed to prescribe and peri 
odically amend regulations for the filing, processing, settlement, and 
adjudication of claims for clean-up costs and damages caused by oil 
discharge from offshore facilities and vessels.

The section specifically describes the step-by-step procedure for res 
olution and payment of claims. Once a discharge is alleged, the Sec 
retary is to promptly notify the owner and operator of an offshore 
facility or vessel, which allegedly discharged oil, of such allegation. 
The owner or operator may deny the allegation or deny liability for 
damages within five days of receiving notification from the Secretary. 
If such denial is in dispute, the owner and operator may seek admin 
istrative adjudication, and then judicial review, and the claimant may 
seek payment from the Fund and allow the Fund to proceed against 
the alleged violator, up to the limits of liability.

If the owner and operator does not deny the allegation of a spill 
or liability for damages, the owner and operator or the person pro 
viding financial responsibility is required to advertise in any area 
where damages may occur the procedures under which claims may 
be presented to them. It is expected that such advertisement will in 
volve, as appropriate, advertisements in lopal newspapers, announce-
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incnts on local radio and television programs, and posters in public 
buildings such as the post office and town hall. The text of such adver 
tisements is to be published by the Secretary ia the Federal Register. 
If the owner, operator, or person providing financial responsibility 
does not advertise as required, the Secretary is directed to do so at the 
expense of the owner, operator, or person providing financial 
responsibility.

If the owner or operator has denied an allegation of a spill or lia 
bility for damages, the Secretary is required to advertise the proce 
dures under which claims may be presented to him for payment by 
the Fund. Advertising is expected to be as suggested above, including 
publication in the Federal Register. Advertisement must begin within 
fifteen days after the Secretary receives notification of an oil discharge. 
It is to continue for at least thirty days, and to be repeated at least 
once each quarter for the following five years.

All claims must be presented, whether to the owner, operator, person 
providing financial responsibility, or the Secretary, within one year 
after the damages are discovered and within five years after the adver 
tising is commenced. In the case of damages caused by chronic, low- 
level discharges of oil, when there might be no advertisement, claims 
must be presented within one year after the damages are discovered. 
All damage claims are to be on one form if such claims are presented 
to the Secretary for payment by the Fund. The form may be amended 
to include new claims as they are discovered. However, damages which 
are known or reasonably should be known are deemed waived if 
they are not included in the claim when compensation is made.

If the owner and operator does not deny liability, all claims must be 
presented first to tluv owner and operator and/or to the person provid 
ing financial responsibility. The recipient of the claim request must 
inform the Secretary of Transportation of the claim and the claimants 
of his rights under this Title.

Claimants can present claims directly to the Secretary if an owner 
or operator or insurer (1) has denied an allegation of a discharge or 
liability for damages; (2) submits a written offer for settlement which 
is rejected by the claimant; or (3) has not settled the claim by agree 
ment with the claimant within sixty days. The sixty-day period begins 
from the date on which the claim was presented or on which advertis 
ing was commenced, whichever was later. Such non-settled claims 
arc to be transmitted to the Secretary, together with any supporting 
documents within two days after a request from the claimant. Such 
claims are then -considered to!« presented to the Secretary for payment 
by the Fund.

The purpose of this provision is to provide for expeditious settle 
ment or claims if the claimant is not obtaining satisfaction from the 
owner, operator, or person providing financial responsibility. The 
owner, operator, or person providing financial responsibility, is to 
notify the claimant of his rights, which includes the right to reject an 
offer.

The Secretary is to utilize the facilities and services of private insur 
ance and claims-adjusting organizations in administering this section, 
and may contract to pay compensation for such facilities and services. 
Such contract need not comply with section 3709 of the Revised Stat-
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utes if the Secretary shows that advertising is not reasonably practica 
ble. The Secretary must approve payment of any claim exceeding 
$100,000, or two or more claims from the same claimant exceeding 
$200,000. Such approval is to be ministerial in nature and does not 
call for discretionary judgments on the part of the Secretary. The 
Secretary is only to use federal personnel to administer this section in 
extraordinary circumstances in which private organisations' services 
and facilities are inadequate, whether for lack or sufficient expertise, 
lack of sufficient personnel or materials, or other reasons.

In any dispute involving a claim that had been presented to the 
Secretary for payment by the Fund, the claimant can submit the mat 
ter to the Secretary for adjudication if the Secretary has denied 
liability for a claim, or if he has not settled the claim by agreement 
with the claimant within ninety days. The ninety-day period begins 
when the claim is presented to the Secretary for payment or when ad 
vertising was commenced, whichever occurred later. This provision 
does not provide for the settlement of claims, but for the adjudication 
of matters in dispute.

The owner, operator, or person providing financial responsibility 
may submit the following matters in dispute for adjudication: (1) a 
denial of an allegation of a spill or of liability for damages; (2) an 
objection to unlimited liability for damages because of gross negli 
gence, willful misconduct, or failure to comply with applicable regu 
lations; and (3) the amount of any payment, whether made or pro 
posed, by the Fund if such payment may be recovered from the owner, 
operator, or person providing financial responsibility.

Disputes submitted to the Secretary of Transportation are to be 
referred to a hearing examiner, appointed under section 3105 of Title 
5 of the United States Code. The examiner is required to adjudicate 
the case promptly and render a decision in accordance with section 554 
of Title 5 of the Code. The hearing examiner can administer oaths and 
subpoena the attendance and testimony of witnesses and the produc 
tion of books, records, and other pertinent evidence for the purposes of 
any hearing. The hearing is to take place in the judicial district within 
which the disputed matter occurred. If the disputed matter occurred 
within two or more districts, the hearing can take place in any of the 
affected districts. If it occurred outside of any district, the hearing 
should take place in the nearest district.

If the hearing examiner's decision is not submitted for judicial re 
view, the Fund must promptly disburse the award. The Secretary 
cannot review the hearing examiner's decision.
Section 314-—Judicial Review

Anyone who suffers legal wrong or who is adversely affected or ag 
grieved by the decision of a hearing examiner can seek judicial review 
of the hearing examiner's decision within sixty days after it is made. 
Judicial review may be sought cither in the United States Court of 
Appeals for the circuit in which the damage occurred (or, if it occurred 
outside of any circuit, in the Court of Appeals for the nearest circuit), 
or in the Court of Appeals for the District of Columbia.

Reasonable attorneys' fees and court, costs are to be awarded to the 
claimant if the discharger or the Fund seeks judicial review and the 
hearing examiner's decision is affirmed.
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Section 315,—Claw Action*
The Attorney General can act on behalf of any group of damaged 

citizens which the Secretary finds will be more adequately represented 
as a class than as -individuals. Payments to the group are to be dis 
tributed to all of its members.

Aiiy member of a group can initiate a class action suit if the Attor 
ney General does not do so within ninety days after an oil discharge. 
Failure of the Attorney General to bring a class action suit should 
not affect or prejudice any class action suit 'brought by a member of 
the class. If a class includes more than 1,000 members, the requirement 
for public notice established by Rule 23 (c) (2) of the Federal Rules 
of Civil Procedure will be fulfilled 'by publishing notice of the class 
action in the Federal Register and in local newspapers serving the 
damaged parties.
Section 316.—/Representation

This section provides for representation of the Fund for claims 
under this title. The Secretary is to 'request the Attorney General 
initially to represent the Fund. If the Attorney General does not notify 
the Secretary that he will institute court actions or otherwise represent 
the fund within "a reasonable time", the Secretary is directed to ap 
point attorneys to do so.
Section 317 .—Jurisdiction and Venue

Original jurisdiction for all controversies arising under this title 
is to be in the United States district courts. The federal district courts 
are to have original jurisdiction regardless of the citizenship of the 
parties or the amount in controversy. Venue shall lie in the district 
where the damage occurred (or, if the damaged occurred outside of a 
district, in the nearest district), or in the district where the defendant 
resides, may be found, or has its principal office. The Fund is desig 
nated a resident of the District of Columbia for the purposes of this 
section.
Section 318.—Access to Records

This section provides for the maintenance of records and for gov 
ernment access to them. Everyone responsible for contributing to the 
Fund must keep records and furnish information which the Secretary 
calls for in regulations. The Fund is to collect fees 'pursuant to this 
Title at such times and such manner as the Secretary prescribes in 
regulations.

The Secretaiy is to have access to any books, documents, papers, 
and records of any person responsible for contributing to the Fund. 
The Secretary is granted access to such information for the purposes 
of regularly examining and auditing the collection of fees.

The Comptroller General is to also have access to the books, docu 
ments, papers, records, and other information of any person required 
to contribute'to the Fund, and of the Fund.
Section 319.—Public Access to Information

The public is to be allowed to inspect and reproduce any communi 
cation, document, report, or information transmitted between any 
federal official and any person regarding liability and compensation 
for damages resulting from an oil discharge covered by this title. 
Exempted from this public disclosure requirement is any information
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covered by subsection (b) of section 522 of title 5 of the U.S. Code, 
and any information which is otherwise legally protected from public, 
disclosure.
Section 320.—Annual Report

Section 320 requires the Secretary of Transportation to submit an 
annual report to Congress within six months after the end of each 
fiscal year. The report is to include information regarding the admin 
istration of the Fund during the fiscal year just completed, a summary 
of the management and enforcement activities of the Fund, and rec 
ommendations for legislative amendments to this title. Such amend 
ments are to be designed to improve the management of the Fund or 
the administration of the liability provisions of this title.
Section 32L—Authorization of Appropriation*

Section 321 authorizes appropriations for the implementation of 
this Title. Administrative funds of $10 million for the first fiscal year, 
$5 million for the second fiscal year, and another $5 million for the 
third fiscal year are authorized. These funds are to be used to imple 
ment the various provisions of this Title and to establish and institute 
the procedures for clean-up, notification, damage settlement, and other 
activities necessary to implement this title. These funds are also to 
be used for the administration of the Fund itself until the Fund col 
lects p.nough money to pay its own administrative costs.

Also authorized to be appropriated to the Fund are such amounts 
as may be periodically necessary to implement the provisions of this 
Title. These- amounts are to pay for contracts, disbursements, issuance 
of notes and other obligations. The authority to spend monev under 
various provisions of this title is effective only if provided for in 
appropriation Acts.

The appropriation section has been carefully drafted after con 
sultation with the Budget and Appropriations Committees of the 
House, and is designed to comply with the requirements of the Con 
gressional Budget Act of 1974. The Committee intends that the initial 
appropriations will set in operation the administrative mechanisms 
necessary to implement this title. Once the Fund builds up a substan 
tial balance, it should cover its own administrative expenses, as well 
as any other administrative expenses necessary to implement tliis 
title. The Committee also intends that the appropriations legislation 
covering the Fund and the revolving account will provide for the 
transactions specified in this Title in language without fiscal year 
limitation. One appropriations bill should provide for the, collection 
of the, fee, tha deposit of the, fee in the revolving account, the avail 
ability of money in the revolving account to the Fund for disburse 
ment, the issuance of notes and other obligations by the Fund, the 
placement of penalties, fines, reimbursement, investments, judgments, 
and other sums received under this title in the, revolving account, and 
for any other transactions which may be- necessary to fulfill the pur- 
jxKes of this Title. Tha appropriations bill need not contain a monetary 
figure, but should provide for these transactions without fiscal year 
limitation.
Section 322.—Relationship to Other Law

With the exception of requirements as to financial responsibility, 
this Title does not preempt the field of liability and does not prevent
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any state from imposing oil spill liability laws or additional require 
ments. Any state may impose requirements or liability for oil spills 
causing clean-up costs or damages within its jurisdiction. The issue 
of preemption was one upon which the Committee focused considerable 
attention during the consideration of this complex m:*le. Although 
not desiring to place unnecessary burdens upon tne owners and opera 
tors of offshore facilities and vessels, the Committee believes that the 
minor burdens imposed by this section are far outweighed by the 
substantial benefits to states in enacting and enforcing their own oil 
spill liability laws. While the Committee labored to design what it 
hopes will be a useful and effective federal law in this area, it recog 
nizes that state." have played, and may continue to play, an important 
and necessary role in clean-up operations, claims assessment, and 
imposition of stringent liability requirements, among other activities. 
It also recognizes that state officials may be more qualified to evaluate 
damages in unique local areas than federal officials, and that citizens 
may prefer to approach a state fund rather than a more remote federal 
one. Furthermore, as a matter of public policy, the Committee did 
not want to preempt existing, workable state liability schemes with 
a new federal scheme, as excellent as it may be. It is the expectation 
of the Committee that as the new federal scheme created by this Title 
is implemented and gets Into full-scale operation, the states will find 
less and less of a need to enforce their own liability laws.

Claimants cannot doubly recover and thus receive compensation for 
the same damages or clean-up costs under both federal and state law. 
Anyone receiving compensation pursuant to this Title cannot receive 
compensation for the same clean-up costs or damages pursuant to any 
state or other federal law. Anyone receiving compensation pursuant 
to any other federal or state law cannot receive compensation for the 
same clean-up costs and damages pursuant to this title.

TITLK IV—AMENDMENTS TO THE COASTAL ZONE MANAGEMENT ACT OF 1972

The Committee recognized that one of the concerns continually 
expressed l/y witnesses throughout its hearings was the need for aid 
to state and local governments, for any possible temporary or perma 
nent adverse effects as a result of OCS activities. The Committee also 
recognized that the House of Representatives passed on March 11, 
1976 the Coastal Zone Management Act Amendments of 1976 in an 
overwhelming vote (370-14). Many of the Members of the Ad Hoc 
Select Committee on the Outer Continental Shelf were also Members 
of the Oceanography Subcommittee of the Merchant Marine and 
Fisheries Committee which held hearings on the Coastal Zone Manage 
ment Act Amendments. Other Members of the Ad Hoc Committee 
were Members of the full Merchant Marine and Fisheries Committee 
which unanimously reported the Coastal Zone Amendments Act to 
the House. Almost all Members, including those from the Interior 
and Insular Affairs Committee and the Judiciary Committee, have 
supported a law providing for funds to affected state and local govern 
ments. To reassert the support of the Members of the Committee, and 
of the House, for the provisions found in the Coastal Zone Manage 
ment Act Amendments of 1976, and to strongly indicate that the Act 
should be signed by the President and enacted into law, so as to pro-
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vide adequate funds to any affected state and local government, the 
Committee incorporated those sections of the Coastal Zone Manage 
ment Act Amendments of 1976 that dealt with funding as section 401 
of this act.

An explanation of those provisions can be found in the Report, 
Together with Additional Views, on H.R. 3981, Report 94-878, dated 
March 4,1976. Relevant portions of that Report are included here to 
provide an explanation of the provisions of the incorporated sections.

Paragraph (1) of section 401 amends section 304 of the Coastal 
Zone Management Act of 1972 by providing new definitions for 
"Outer Continental Shelf Energy Activity", "energy facilities", "pub 
lic facilities and public services", "local government", "net advene 
impacts", and "coastal, energy activity".

New subsection (j) defines "Outer Continental Shelf Energy Activity" and is 
used in three subsections of H.R. 3981. Section 306(a)(l) stipulates the six 
criteria on which the OCS payment portions will be based for each coastal state; 
the last two Involve the number of persona directly employed in and the amount 
of onshore capital investment made necessary by "outer continental shelf energy 
activities." Section 308(a) (4) specifies the purposes for which the OCS payments 
may be used by the recipient state* and, in this regard, makes reference to the 
provision of public services and public facilities or the amelioration of the 
unavoidable loss of ecological or recreational resources resulting from "Outer 
Continental Shelf Energy Activity". Section 310(1)) (Section 300(b)] stipulates 
that the Federal government may guarantee bonds or other evidences of indebt 
edness issued by state or local governments when the revenue* which accrue 
from such issuance are to be used for public services and public facilities made 
necessary by "outer continental shelf energy activity".

The first part of the definition makes reference to the exploration, development 
or production of oil and gas resources from the Outer Continental Shelf. "Outer 
Continental Shelf" refers to those lands lying beyond state territorial waters 
owned and managed by the Federal government as defined in the Outer Con 
tinental Shelf Lands Act of 1963 and reaffirmed by United (Statet vt. Maine, et al.

The term "exploration" refers to the process of .searching for OCS oil and gas, 
including geophysical surveys and the drilling of exploratory and delineation 
wells. "Developments" means those activities which take place following the 
discovery of oil and natural gas and are designed to produce such resources. 
"Production" refers to those activities which take place after the successful 
completion of a development well and are designed to transfer the resources 
to shore for commercial use.

Energy facilities made necessary by outer continental shelf exploration or 
development are also included within the definition. The tyjws of facilities 
involved are .specified in the next definition (k) with the qualification in (j) 
that they be "made necessary" by OCS activity. In other words, a refinery which 
may be located or operated in the coastal zone and which does not process oil 
or gas from the outer continental .shelf would not be included within this defini 
tion. The criteria for determining whether a particular facility is "made neces 
sary" by OCS exploration or development should be specified by the Secretary 
of Commerce when he promulgates regulations for the administration of the 
amendments to the Coastal Zone Management Act. It i« the intent of the Com- 
i..«ttee that the main purpose of the location, construction, extension, or opera 
tion of the facility should be to support or facilitate OCS exploration or 
development. If a facility specified in -.ubsection (k) is only partially used for 
OCS activity, grant payments should be made on the basis of proportional 
calculations to the extent such facility engages in operations made necessary 
by OCS activity.

New subsection (k) defines "energy facilities". This definition is applicable 
to four subsections of H.R. 3981. Section 305(b) (8) adds an energy facility 
planning process of the program development work of the states. Section 306 
(c) (8) of the Act Is amended by adding the requirement that In considering the 
national Interest lu the planning for and siting of such facilities and energy 
facilities, a coastal state must give consideration to any energy plan or program 
developed by an interstate entity which is established by section 300. Section 308
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(b) (1) authorises planning grants to the state* to study «nd plan for tbe sodo- 
economlc and environmental effects of energy facilities which are located or 
operated In or which will significantly affect tbe coastal zone. Finally, section 
318 (Limitations) restricts any Federal official from interceding in state land 
or water use decisions including bat not limited to tbe siting of energy facilities.

Two types of energy facilities are contained within this definition. First are 
those wblcb are or will be directly used in activities designed to extract and 
produce oil and gas resources. Second are facilities which are or will be used 
"primarily for" tbe manufacture or production of facilities wbich will be 
"directly Involved" in oil and gas extraction and development activities. A 
number of sticb facilities are enumerated in the definition but tbe enumeration 
is not exclusive.

Through tbe rules and regulations promulgated to carry ont these amend 
ments, the Secretary of Commerce should establish more specific criteria on how 
such terms as "used primarily" and "directly used" will be Implemented. It is the 
intent of the Committee that the energy facilities included within tbe definition 
should lie thorn which are actually engaged in oil and gas extraction, conversion, 
storage, transfer, processing, or transporting. Additionally, the facilities used for 
the manufacture, production or assembly of equipment directly involved in energy 
resource extraction or production must affect a "substantial" geographical area 
or large numbers of people. Again, the precise determination of this must be 
made in the Commerce Department's regulations. If a facility is only partially 
used for the purposes stated in the definition, proportional calculations about the 
impact of such a facility should be made in the determination of a grant under 
section 308(b).

New subsection (1) defines "public facilities and public services". Direct ref 
erence to public facilities and public services is found in the definition of "net 
advene impacts" in section 304(n), the automatic OCS payments in section 

• 308(a) (4) (A) and (B), and in the state and local bond guarantee provision in 
section 319(b). By reference, the provision of these facilities and services Is in 
cluded within the subparagraph authorizing the allocation of OCS payments to 
local governments in section 308(«) (7), the impact grants based on net adverse 
Impacts authorized in section 306(b) (2), and the allocation of such impact grants 
to local governments in section 308(f).

Tbe definition means any services or facilities financed either entirely or par 
tially by state and local governments. A number of such facilities and services 
are enumerated but the list is not exclusive. Other facilities and services, for ex 
ample those related to environmental consequences of energy activity, are to be 
intituled if they are necessitated by population increases resulting from energy 
resource extraction or production activity or required to facilitate energy re 
source development.

•New subsection (m) defines "local government" as a political subdivision of a 
coastal state if the subdivision has the authority to levy its own taxes or if It 
provides any public service which is financed in whole or in part by taxes.

•'New subsection (n) defines "net adverse impacts" and wan contained in a sub 
stitute amendment proposed by Representatives Murphy and du Pont and ac 
cepted by the full Committee during mark-up. This concept had not been defined 
in tlw Senate Bill (S. 566), nor in the original version or the September 29 or 
October 18 Committee Prints of 11.R. 3981. Because of the importance to the ad 
ministration of the impact grants under section 308(b) and some confusion which 
surrounded it. the Committee felt it appropriate to specify this concept.

•Essentially, net adverse impacts occur when the beneficial consequence* of a 
"coastal energy activity" (defined In subsection 3Ot(o)) are outweighed by tbe 
economical or ecological costs of such an activity. This cost-benefit calculation is 
to be made oniy on activities which occur In or significantly affect a state's 
coastal zone, on!? on consequence* which are directly related and in the same 
general location and according to the^dministrativo criteria specified in section 
308(c).

In terms »f the comparability of the consequence*, it is important to note that 
the phrase in the definition "when weighed against the benefits of a coastal 
energy activity which directly offset such costly consequences" is intended by 
the Committee to preclude the consideration of some distant benefit in the state 
as an offsetting variable against a localized cost.

Two examples of net adverse impact calculations are included in the definition. 
First additional or expanded public services or public facilities which are re-

10-517 O - 1« - 10
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quired because of coastal energy activity Induced rapid and significant popula- 
Hon changes or economic development would be tbe "costs" in the net adrene 
impact calculation. The generation of taxes through the state and local govern 
ment's usual and reasonable revenue raising structure— taxea which will accrue 
from tbe population change* or economic development—would be the "benefit*". 
The availability of other Federal funds whfch could be used to offset the costs, 
including tbe OG8 payments authorised In subsection 906(a), would also be con 
sidered benefits. The extent to which the "costs" exceeded the "benefits" would 
constitute a net adverse impact.

Second, another cost would be the unavoidable lorn of unique or unusually 
valuable ecological or recreational resources as a result of coastal energy 
adlvity. This is Intended to include not only existing resources of this nature 
hut alMO those ecological or recreational areas of potentially unique value which 
could be endangered by the location and oiwration of energy facilities. In fact, 
it IN hoped that existing ecological or recreational areas will, to the maximum 
extent ixxwible. be protected from the adverse effects of coastal energy activity 
and that comparable replacement area* will be provided for areas unavoidably 
damaged.

The "benefits" would be the same as those explicated above. It should be 
noted that additional state and local revenue* which accrue from taxes because 
of coastal energy activity may not be sufficient to provide the funds necessary 
for restoration or replacement of ecological or recreational resources. In the 
absence of other federal funds, including the OCS payments, to cover these 
"costs" a net adverse impact would result. If only jmrt of the restoration or 
replacement costs are covered by other federal programs or the OCS payments, 
the residual "costs" would also be considered net adverse Impacts.

Finally, it should be noted that subsection (n) is the definition of a concept 
which has been included in H.K. 3081 to nwii.it the Secretary of Commerce in 
drafting regulations pursuant to this bill. For purposes of administering the 
Impact grants authorized in section 306(b), however, the definition of net 
adverse Impacts should be read only in conjunction with the administrative 
criteria Mj>eclfled in section 308(c),

The final new definition, subsection (o), defines "coastal energy activity." 
Coastal Energy Activity is distinct from "Outer Continental Shelf Energy 
Activity" (defined in subsectlon-304(j)) in that It iff broader and contains most 
OCS-related activity within it. Subsection (o) is applicable to the Impact 
grants authorized under subsection 308(b) and to other appropriate subsections 
providing the details for the administration of those grants.

"Coastal Energy Activity" means those activities and associated facilities that 
are. necessarily located In or are likely to affect significantly the coastal zone 
of a state. They are limited to three particular types of energy activities and 
certain specified supporting equiixnent and facilities which are included. If a 
particular facility is not enumerated in the list, it is not to be included within 
the definition unless the coastal state affected determines that the facility has to 
be located and operated on its coastal zone because of technical requirements 
which would make such a siting unavoidable.

The second type of energy facility Included relates to the transportation of 
liquefied natural gas (LXG), coal, or oil (whether from the OCS or not). 
Specifically, vessel loading docks, terminals, and storage facilities required to 
transport these energy sources are contained within the definition as well as 
conversion facilities necessarily associated with LNG processing. Finally, deep- 
water ports and those facilities directly associated with such ports are Included. 
The ports are defined «n the Deepwater Ports Act of 1974 (P.L. 93-«27); conse 
quently, they include only those located twyond state waters. Associated facilities 
including pipelines, pumping stations, service platforms, mooring buoys, and 
similar appurtenances located seaward of the high water mark are also included 
within tbe definition and would be located in a state's coastal zone.

It 1ms been noted above that the concept of "coastal energy activity" is based 
on the premise that the activity Involved is in the national interest and that 
the state Is facilitating that Interest by permitting certain activities and facilities 
to occur In its coastal zone, such activities being "coastal-dependent". In other 
word*, the activities and associated facilities enumerated in the definition were 
considered by the Committee to be those which, by their very nature or technical 
requirements, mandate their location and operation in the coastal zone.

The development of thfe concept in conjunction with the. definition of "net 
adverse impacts" represents the Committee's desire to achieve four difficult but
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essential goals in the impact program (a* distinct from the OCS payment* sec 
tion) : First, the provision of assistance to coastal states for their role in further 
ing the national interest in energy-related policy development; second, the pro 
vision of a level of Much federal assistance which is commensurate only with 
those- situations in which "costs" exceed "benefits"; third, the preservation of 
the comprehensive nature of the Coastal Zone Management program and the 
maintenance of the important planning groundwork already accomplished by the 
states in their program development work; and fourth, the avoidance of federal 
financial inducements to locate and operate unnecessary energy facilities in the 
fragile coastal zone.

The bill which passed out of the Oceanography Subcommittee on October 8, 
1975, contained an impact fund which was OCS-specific. Although the authoriza 
tion level was considerably different, the impact fund in the 2nd Committee 
Print was essentially the same as section 308(a) in the bill which was approved 
by the full Merchant Marine and Fisheries Committee.

After intensive study and deliberation, however, the Committee concluded 
that to limit the tyjws of energy activities for which federal .assistance would be 
provided to only -those related to OOS exploration' and development would hinder 
the achievement of its four goals. An DOS-specific program based on a formula 
method of distribution while possessing certain administrative advantages, 
would not provide federal assistance for all possible coastal related energy 
Activities sanctioned by the federal government in the national interest and thus 
would deny aid to coastal states for their full conribution to energy-related policy 
development.

Such a restricted program, standing alone, would not address itself to non- 
OCS const a l-dei>en dent energy activities which would be in the national interest 
and which would inevitably place severe pressures and perhaps incalculable costs 
on ccasial states.

Additionally, the allocation of federal funds based on six levels of OCS activity, 
is simply not as precise a mechanism for providing only "necessary" assistance.

Thirdly, it was felt that to focus on only one type of energy activity would 
help to fragment what was intended to be a comprehensive management program 
for the states.

•The fourth goal presented a more .serious dilemma for the Committee. To 
reduce the encouragement of unnecessary energy facility siting in the coastal 
zone was clearly nn advantage of the OCS payments approach. Structuring a 
program to provide assistance for all types of energy activities nnd facilities 
located in the zone raised difficult questions about its potential for inducing in 
efficient siting decisions. To resolve this issue, the Committee developed the con 
cept of "coastal energy activity".

Based on the premise of coastal-dei>endency, this definition excludes oil re 
fineries, ]>etrochemical plants, and electric generating plants since they do not 
have to he in the coastal zone nnd might better be located elsewhere in most 
cases. It also provides a detailed list of the Outer Continental Shelf support 
activities winch would be covered, to avoid possible absurd links in the supply 
chain that might result in impact aid being provided for a plant making items 
which are used for manufacturing these items for other purposes.

With tin's approach, then, the Committee feels that it has achieved the four 
goals for the impact fund section. Impact grants based on the concept of net ad 
verse impacts and coastal energy activity in combination with Hie OCS formula 
method provides, in the judgment of the Committee, the most reasonable and 
efficient structure for a Coastal Energy Activity Impact program.

Paragraph (2) redesignates certain sections, and paragraph (3) 
adds a new section 308 on coastal energy activity impact program.

Section 308 establishes the Coastal Energy Activity Impact program. The 
broad guidelines of this program and some of the background of the Committee's 
deliberations in tiiis subject have l>een discussed in the summary section and 
in the treatment of the applicable definitions in this section.

This section contains two of the three provisions designed to provide federal 
assistance to coastal states for their role in the Nation's development of Its in 
creasingly important energy policy. The third section is the provision for the 
federal guarantee of state and local 1 Kinds issued for OCS-related projects and 
programs. This part, section 310 [300], will be discussed later.

Subsection (a) of section 308 is a seven paragraph provision which estab 
lishes the bill's OCS program. In a somewhat different form, this subsection, 
represents what the Oceanography Subcommittee approved as the bill's entire
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"Coastal State* Impact Fund". Thin particular approach emerged from those Members who were concerned about the advisability and also the ability of the Secretary of Commerce to quantify "net advene impacts" and from those who felt that a broader program could lead to the "inducement" of unnecessary energy facilities in the coastal zone. Full Committee action resulted in a combination of this OCS allocation formula approach with the Impact grants 
provided in subsection (b) of this section. .Paragraph (1) of subsection (a) mandates the Secretary of Commerce to make annual payments to each coastal state which experiences at least one of six specified levels o/ OCS activity. These levels of OCS are, in effect, the ingredients of a six-part proportional formula based on each state's level of OCS activity compared to such activity nationwide in any given fiscal year. The average of these six ratios woukl determine the proportion of the total amount appropriated by Congress allocated to an individual coastal state in any one 
year. The six criteria are as follows:

(A) The proportion of outer continental shelf acreage leased adjacent to each state versus the total OCS acreage leased in each year.
(B) The proportion of the number of exploration and development wells drilled adjacent to each state versus the total of such wells drilled on 

the outer continental shelf in each year.
(C) The proportion of the volume of oil and gas produced adjacent to each state versus the total volume of oil and gas produced on the outer 

continental shelf in each year.
(D) The proportion of the volume of oil and gas produced and first landed in each state versus the total OCS oil and gas produced and first landed 

In the United States in each year.
(E) The proportion of the number of persons residing in each state who are employed directly in outer continental shelf activities versus the total 

of such persons employed in each year.
(F) The proportion of onshore capital investment made in each state and which is required to directly support OCS energy activities versus the total of such capital investment made in all coastal states in each year. Strictly speaking, these criteria are not intended to be descriptions of "im pacts" but rather levels of OCS activity adjacent to or occurring within the coastal states. They are based on the assumption that these levels of activity will correspond to Impacts which result from outer continental shelf explora tion and development activity.

It should be noted that the specific actvity in each criteria is that which occurs in a given fiscal year. For example, criterion (A) means the acreage leased in the fiscal year for which the calculations are made does not include acreage already under lease, (B) refers to exploration and development wells being drilled in the year under consideration—as well as new wells which are begun in that year. A well which is being drilled and which is shut down during the year should be counted during that year provided that the Secretary determine* that such wells were shut down for normal reasons of production or maintenance and not to enhance the adjacent state's future proportion of this particular category. Criterion (C) means the volume of oil and gas produced adjacent to each coastal state in the fiscal year under consideration—past production levels are not to Miter into the calculations. The same general premise applies to the volume of OCS oil or gas landed in each stat% in a particular year pro vided in criterion (D). Criterion (E) is a proportion of those residing in each coastal state who are directly employed in OCS activities. The number of such employees should be calculated for each fiscal year and should reflect those who are directly employed by the lessee or those persons who are either contractors or subcontractors of lessees. The final criterion (F), refers to the amount of. capital Investment made in each fiscal year. Again, pant in vestment required to support OCS activity should not 1* counted. The Com mittee Is aware that this criterion will be most difficult to calculate. The Secre tary of Commerce should develop regulations which are designed to standardise these data as much as possible. Precise methods of determining OCS capital Investment as well as definitive ways of acquiring accurate data must be estab lished by the Secretary.
In promulgating the regulation* for the administration of this OO8 payment program, the Secretary is advised that it Is the Intent of the Committee that the Hated criteria are to be measurement* of activity levels resulting from outer con tinental shelf energy activity. Additionally, the Committee has structured these criteria to represent levels of activity which would not have occurred were it not for the OOS exploration and development work.
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Section 306(a) (2) defines the term adjacency for use by the Secretary in calcu 

lating the proportions set forth in section 308(a) (1) (A), (B), and (C). The 
Committee wished to avoid creating disputes of section 308(a). It is intended 
by the Committee that the method by which adjacency is determined in this 
particular section .be used solely for the purpose of calculating the proportions 
in paragraph (1) and not be construed to hare application to any other law or 
treaty of the United States, whether retrospectively or prospectively. •

The definition which was adopted by the Committee recognizes the seaward 
lateral boundaries which have been previously determined to apply between 
coastal states within, the territorial limits of such states. If any such boundary 
has been clearly defined by interstate compact, agreement, or by judicial decree, 
the Secretary of Commerce shall accept such boundaries as the effective lines 
of delimitation between such states for purposes of this section. The Secretary 
would then extend those boundaries seaward from the limit of the territorial sea 
to the limit of the outer continental shelf using the same principles of delimita 
tion originally used to establish them. Any such boundaries would have had to 
have been entered into, agreed to, or issued before the effective date of this para 
graph in order to be used by the .Secretary a* an effective boundary. If no sea 
ward lateral boundaries have been established previously between coastal states 
(to the limit of their respective territorial sea), the Secretary shall extend sea 
ward lateral boundaries between states by applying the principles of the Conven 
tion on the Territorial Sea and Contiguous Zone (15 U8T 1606) which was 
entered into force on September 10, 1964. In this case, the Secretary would 
extend boundaries between the coastal states from the baselines of such states 
aeaward to the limit of the outer continental shelf.

The Secretary i» designated as the responsible official for determining the 
boundary extensions to be used for purposes of this subsection, and it Is expected 
that he will consult with the necessary state and Federal officials for assistance 
in this determination.

Paragraph (3) of section 308(a) designates the {Secretary of Commerce as the 
responsible official for purposes of compiling, evaluating, and calculating all 
relevant data pertaining to the six criteria and the determination of the amount 
of annual paymentc for each coastal state. In promulgating regulations to 
administer this section, it is expected that the Secretary will consult with rele 
vant federal, state, or local agencies or governmental units to determine the 
most responsible method by which data collection and evaluation shall be made. 
It is also anticipated that the Secretary will allow input from interested organi 
zations in this determination. In the opinion of the Committee, it is necessary 
for the Secretary to have alwolute authority in the final evaluation and final 
computation of the data.

Payments to l>e made in any jarticular fiscal year are to be based on data 
from the immediately preceding fiscal year. Data from the transitional quarter 
(July 1, lOTe-September 30, 18TG) are to be considered fiscal year 1976 data.

•Section 306(a)(4) specifies and prioritizes the uses of OOS payment funds. 
First, the recipient coastal state must retire any bonds which were Issued and 
guaranteed under section 319 [309] of the bill. If the payment in a particular 
year IK Insufficient to retire l>oth state and local bonds, priority is to he given 
to local IkMids.

Bonds which are Issued through normal revenue raising structure of state or 
local governments and not guaranteed pursuant to section 319 do not fall within 
this requirement.

If no state or local bonds were Issued pursuant to section 319 [309], or if some 
OCS funds remained after mining mich bonds, the state may then use the monies 
to plan and carry out projects or programs designed to provide public services or 
facilities made necessary by OOS energy activity.

The third and final purpose for which the state could use the funds is to reduce 
or ameliorate any loss of ecological or recreational resources which resulted 
from OCS activity.

Paragraph (5) provides that any monies allocated to a coastal state under 
this Kirtwection not spent or committed for the purposes authorized under para 
graph (4) are to IK? returned to the Treasury of the United State?. The Secretary 
IK responsible for determining this each year by utilizing the auditing provisions 
of section 313 (as redeslgnated) of the Coastal Zone Management Act.

Section :t06(a) (6) establishes the authorization levels for the next five years. 
The OCS payment* are authorized at |30 million for fiscal years 1977 and 1978 
and escalate to $125 million in fiscal year 1961. This accelerating level of author 
ization was adopted by the Committee to indicate that the OCS payments are to 
benefit all affected coastal states. As new "frontier" areas such as Alaska and
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the Atlantic coast states l>egin to enter into the exploration and development 
phases of OCS activity, the monies .should increase to permit a more equitable 
diHtribution of funds to those states which may have a previously limited or non 
existent onshore infrastructure for dealing with OCS oil and gas.

Paragraph (7) states that, to the maximum extent practicable, recipient 
coastal states should allocate all or a portion of the OCS payment funds to their 
local government*. The state should calculate how much of each of its affected 
local governments will experience the various levels of OCS activity and make 
their allocation based on a reasonable estimate of each unit's proportional share 
of these activities. With the approval of the Secretary, tlie coastal state may 
transfer all or some of the payments to area wide, regional, or interstate agencies. 
The state maintains the responsibility to see that their local governments utilize 
the money in accordance with the purpose* specified in paragraph (4).
Kncrgy facility planning and net advene impact grants

Subsections (b) through (f) of section 308 authorize energy facility planning 
grants and impact grants and subsection (g) specifies the conditions under 
which coastal states are eligible for either OCS payments or impact grants.

Subsection (b) (1) authorizes the Secretary to make grants to coastal states 
for up to 80 percent of the cost of studying and planning for the social, eco 
nomic and environmental consequences of energy facilities located in or which 
.significantly affect the coastal zone. It is the intent of the Committee that these 
planning grants should supplement the states' section 305 efforts including those 
devoted to the development of an energy facility process which is required under 
a new provision in H.R. 3981. The Committee Is aware that there is an important 
distinction between the development of an energy facility "planning process", as 
required under new section 306(b) (8), the application of that, process for evalu 
ation of sjwifle energy facility proposals, and tin? formulation of a long-term 
energy facility siting plan. It is the latter two for which section 308(b)(l) 
funds are intended although such evaluation and long term plans will result 
from the ''process" provided for earlier. Also, 'these planning efforts are to be 
addressed to all facilities specified in the definition of "energy facilities" under 
section 304(k) and are not to l»e restricted to those facilities enumerated in the 
definition of Outer Continental Shelf energy activity (section 304(j)) or Coastal 
Energy Activity (section 304(o)).

Paragraph (2) of section 308(b) authorizes the Secretary to make 80 percent 
grants to n coastal state whose coastal'zone has suffered, or will suffer, net ad 
verse impacts resulting from coastal energy activity. Reference should be made 
to the discussions of these key definitions (304 (n) and (o)) above. The grants 
are to be used to reduce or ameliorate such net adverse impacts.

The phrase "has suffered" implies that, coastal states which have experienced 
net adverse impacts In their coastal zones as a result of coastal energy activity 
prior to the date at enactment of this section are entitled to receive section 
308(b) grants for those past impacts. Although this was the intent of the Com 
mittee, it Was also felt that the Secretary should, in the regulations governing 
this subsection, establish an equitable retroactive time limit for such grants. It 
is recommended, that a reasonable timeframe would be In the range of three-five 
years and would correspond to an applicable provision in the Senate bill, S. f>86. 
The difficulty in obtaining accurate data beyond such a period would appear to 
make these net adverse impact calculations suspect.

Section 308(c) includes a specification of some of the factors which are to be 
included in the Department of Commerce's regulations.

Paragraphs (3) (A) and (D) of subsection (c) are factors essentially corre 
sponding to two dimensions of the net adverse impact definition. Subparagraph 
(A) requires the Secretary to consider the offsetting benefits to a state's coastal 
zone from a coastal energy activity. "Offsetting iMjneflts", it should be recalled, 
mean benefits directly offsetting costs.

Subparagraph (D) requires, in the calculation of net adverse impacts, the con 
sideration of orlior federal funds which are available for the reduction or ameli 
oration of net adverse impacts. Thus any funds available to coastal states or 
their local governments under other federal assistance statutes, as well as 
monies received under the OCS payments provision in section 308(a). are to be 
considered in determining the amount of an impact grant. Clearly, a state can 
not.receive monies both under the impact fund and other federal statutes for 
the same projects unless the funds from the other federal program or programs 
are insufficient to accomplish the purposes set forth in section 308(b)(2). In 
this event, a net adverse impact could remain, in part, and thus the Secretary 
cofild provide a grant pursuant to this subsection. However, it should be noted
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that funds from other federal programs may not be used as the state's matching 
share for these 80 percent impact grants (see section 320(c)), as redesignated, of 
H.R. 3981. Consequently, the inadequacy of other federal programs to accomplish 
the purposes of this subsection does not include the portion attributable to the 
coastal state's 20 percent matching share.

The implementation of this particular subparagraph will require very precise 
rule-making on the part of the Secretary. A key word in (D) is "availability." 
This word was used by the Committee to indicate that the coastal state which 
may be making an application for a net adverse impact grant should have pur 
sued, or at least be pursuing, other federal programs such as highway funds. 
Environmental Protection Agency sewage treatment grant*, school construction 
funds, and the like. As part of the regulations, the Secretary should enumerate 
all "available" federal programs which may be used, in whole or in part, to ameli 
orate the adverse effects of coastal energy activity. It is recognized, of course, 
that these other federal programs will not utilize such specifically defined phrases 
us "net adverse impacts" and "coastal energy activity" as they are used in the 
Coastal Zone Management Act. Consequently, the Secretary will be required to 
inventory all programs which, if applicable, may provide funds for public facili 
ties and public services or the reduction of ecological or recreational resources 
losses.

"Available", in this context, implies that other appropriate federal funds are 
obtainable. If, through no fault of the applicant coastal state, other federal 
monies are not forthcoming although the state made reasonable efforts to obtain 
them, they should not. IM» considered "benefits" in the net adverse impact calcula 
tion. The burden of documenting these efforts, as well as the general obligation 
of demonstrating a net adverse impact, remains with the state.

Paragraphs (3) (-B) and (3) (C) specify additional criteria which are to be 
taken into account in determining whether a net adverse Impact from a coastal 
enevgy activity has occurred.

Subparagraph (B) requires the Secretary to consider the applicant state's 
overall efforts to reduce or ameliorate net adverse Impacts. The Secretary should 
determine what form these efforts could take including the particular state and 
local tax structure and environmental laws and ordinances. Clearly, the types 
of protections inherent in the state's coastal zone management program are to be 
considered. Additionally, the Secretary is to consider the state's effort .to insure 
that those who are responsible for the. net adverse impacts are required, to the 
maximum extent practicable, to ameliorate these impacts themselves. Again, the 
state's efforts to encourage this "internalfzation of costs" by those responsible 
may be exerted in a number of ways, including tax incentives, strong environ 
mental protection laws, and the withholding of siting permission until certain 
conditions are met.

Finally, the Committee considered subparagraph (C) an essential factor to be 
considered in the regulations .governing this section. The coastal state must dem 
onstrate that the site selected for a coastal energy activity is one in which there 
will be minimum social and environmental as well as economic "costs." Alterna 
tive sites for the locus of this activity must he investigated. A key dimension to 
interpreting this criterion in relation to net adverse impact determinations i» 
one of "unavoidability."

The coastal zone location of potentially dangerous LNG facilities, for example, 
should be subject to strict environmental and safety consideration prior to site 
selection. This requirement should be fully integrated into the state's present 
program development efforts particularly with regard to the section 305 provi 
sions which require a definition of permissible land and water uses and a designa 
tion of areas of particular concern within the coastal zone.

Additionally, it should be noted that the Committee was concerned about the 
residual governmental demands placed on state and local governments if antici 
pated coastal energy activity does not materialize, or should it do so, after it has 
ceased. Therefore, such grants may be used for the purpose of reducing or ameli 
orating the impact of coastal energy activity, including, but not limited to, the 
governmental services required for the orderly phasing out of energy activity and 
the transition from an energy-related to a nonenergy-related economy.

It is the intent of the Committee that the impact grants be distributed only on 
the basis of actual demonstrated coastal energy activity impatt without regard 
to comparative state populations, miles of coastline or any other criteria used to 
determine eligibility for federal assistance in any other section of this or any 
other Act. The funds are to be distributed according to demonstrated Impact 
without regard to the proportion of grants going to any single state or group of
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states. The criteria promulgated by the Secretary aball provide for tbe distribu 
tion of net adverse impact grants in proportion to tbe relative demands on gov 
ernment made'by tbe various types and stages of energy activity.

Subsection (d) of section 308 establishes tbe Coastal Energy Aotiv'ty Impact 
Fund which is to be used by the Secretary «# a revolving fund. Administrative 
expenses for carrying out -the OCS payments subsection and/or the impact fund 
subsection may be charged to the fund. |125 million for each fiscal year from 
1977 through 1981 are authorized to be appropriated to the fund by subsection 
(e).

Section 308(f) authorizes coastal states which have received planning or Im 
pact grants to allocate all or a portion of those funds to their affected local gov 
ernments and, with the approval of the Secretary, to areawide, regional, or inter 
state agencies.

Finally, subsection (g) establishes the conditions under which a coastal state 
is eligible for OCS payments or impact grants. The state must be receiving a 
program development grant under section 306, an administrative grant under 
section 306, or be making satisfactory progress, as determined by the Secretary, 
toward the development of a coastal zone management program. It is not neces 
sary, therefore, that a state be receiving a section 305 or 306 grant to be eligible 
for section 308 funds. It is necessary, however that the state be making progress 
toward the development of a coastal zone management program and that the sec 
tion 308 fundH received be used in a manner consistent with such program. It is 
the Intent of the Committee that the Coastal Energy Activity Impact program be 
fully integrated into the states' management programs. The important work 
accomplished by the Nation's coastal states to date should form a sound structure 
on which the energy program can be built and the comprehensive nature of the 
coastal zone management structure maintained and strengthened.

Paragraph (3) also provides for a HCM- section 309 "state and local 
bond guarantees".

Section 319(a) [300(a)] of this section would authorize the Secretary of 
Commerce to make commitments to guarantee and to guarantee bonds or other 
evidences of indebtedness which are issued by a coastal state or unit of general 
purpose local government thereof [under section 300(b),] a bond could be guar 
anteed only if it is issued for the punxxse of providing public services and public 
facilities which are made necessary by Outer Continental Shelf energy activities. 
It should bo noted that "public services and public facilities" and "Outer Con 
tinental Shelf energy activities*' are defined terms in'section 2, mibparagraph (4) 
of this Act, and such terms would have application to this section. Reference 
should be made to the explanation of these terms within this section by section 
analysis.

Section 319(c) [309(c)l stipulates that no bond could be guaranteed unless 
the Secretary determines that:

(1) The state or local government could not borrow sufficient revenues on 
reasonable terms and conditions without the guarantee.

(2) The bond issued must provide for a complete amortization period within 
thirty years.

(3) The total principal amount of any individual bond to be guaranteed can 
not exceed 120,000,000.

(4) The total principal amount of all bonds to be guaranteed under this pro 
gram cannot exceed $200,000,000.

(5) The Secretary nuiHt determine that each bond to be guaranteed is:
(a) issued only to investors approved by or meeting the requirements of 

"the Secretary.
(b) lx>nds must bear interest at a rate satisfactory to the Secretary.
(c) each bond must be subject to repayment and maturity terms satisfac 

tory to the Secretary.
(d) each bond issued must contain provisions which would adequately 

protect the financial security interests of the United States.
' (6) The approval of the Secretary of the Treasury is required for each guaran 

tee made by the Secretary of Commerce. It is presumed by inclusion of this 
provision that the Secretary of Commerce will work closely with the Secretary 
of the Treasury in the formulation of tbe various rules, regulations,- and pro 
visions necessary for the implementation of this bond guarantee program.

(7) The. Secretary must determine that there is a reasonable assurance of re 
payment between the Issuer and the lender of such bonds.
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(8) No guarantee could be made after Septemlwr 30,1081.
Section 319(d) [300(d)] would require that the Secretary publish proposed 

terms and-conditions of the guarantee program prior to guaranteeing any obli 
gation. A thirty day public comment period Is provided following publication of 
the pn>(x>sed terms. After the comment period, the Secretary would publish final 
conditions, but these would not become effective until thirty days after 
publication.

Section 319(e) [309(e)] would provide that the full faith and credit of the 
United States is pledged to the payment of all guarantees. This language Is 
Htnndnrd in recent Federal guarantee statutes, and would generally serve to 
nxsure that any bond so guaranteed would enjoy a priority rating within the 
IwiKl market.

Subsection (f) of section 319' [300] would direct the Secretary to prescribe 
and collect a reasonable guarantee fee from the states and local governments. 
The amount of such fees should be sufficient to. cover necessary administrative 
costs of the bond guarantee program. Subsection (g) would not permit the Secre 
tary to guarantee any Federal tax-exempt bonds.

Section 319(h) -[309(h)] sets forth the method by which payment* shall be 
made in cases of defaults by the state and local governments. The United States 
shall have a full right of reimbursement for any such payments made, and the 
Secretary would be permitted to apply monies received by the states or local 
governments pursuant to section 308(a) of the Act to repay the Federal Govern 
ment in the event of a default The Attorney General of the United States would 
be directed to take appropriate action to protect the rights of the United States 
if so requested by the Secretary of Commerce.

Section 319(1) [309(1)] establishes a revolving fund to provide for necessary 
payments and administrative costs required to be made pursuant to this section. 
Funds could either be appropriated directly to this fund or the Secretary of the 
Treasury could be authorized (in appropriation Acts) to purchase obligations 
Issued by the Secretary of Commerce. Both options are subject to the usual 
appropriations process and.tare included for purposes of flexibility and con 
sistency.

An auditing provision is included in section 310(J) [309(j)] which would 
permit*the General Accounting Office to audit all financial transactions of issuers 
and holders of bonds or other evidences of indebtedness. Only those financial 
transactions which relate to such evidence of indebtedness would be subject to 
this provision.

The final subsection in section 319 [300] defines "unit of general purpose 
local government" as used in this bond guarantee section.

TITLE V—MISCELLANEOUS PROVISION'S

Section QOL—Itevieio of Shut fn or Flaring Wells
The Committee was concerned about the loss of energy because of 

shut-in and flaring wells. Section 501 directs the Secretary of the 
Interior to report to the Comptroller General and to the Congress 
within six months, and in his annual report thereafter, on all shut-in 
oil and gas wells and all wells flaring natural gas. The Comptroller 
General is to review and evaluate the methods already used by the 
Secretary in allowing the wells to be shut-in or to flare natural gas. 
The Committee is aware that the Secretary of the Interior and the 
Federal Power Commission have already collected data on this sub 
ject. It is not intended that this job be repeated as long as existing 
reports contain the information needed by the Comptroller General, 
and by the Congress.
Section 502.—Review and Kerition of Royally Payment*

The Committee was concerned that the United States was not. 
getting its fair value for the leasing of its resources in the Outer 
Continental Shelf, as some lessees have not been promptly paying 
their royalties. In order to allow review of this problem, section 502
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directs the Secretary of the Interior, within 90 days, and annually 
thereafter, to submit a report on delinquent royalty accounts and to 
detail what new procedures including auditing and accounting proce-. 
dures had been or should be adopted to assure accurate and timely 
payment of any royalty or net profit share in the future.
Section 503,—Natural Gas Distribution

As indicated in a discussion on the disposition of federal royalty, net 
profit share, or purchased oil and gas, the Committee was concerned- 
with the serious dislocation of natural gas in the United States. In 
addition, as indicated in the requirements for new bidding systems, 
and comments and recommendations to be made by the Attorney Gen 
eral and the Federal Trade Commission to be made on certain deci 
sions, the Committee was also concerned with the possible lack of com 
petition in the awarding of leases on the Outer Continental Shelf. One 
way to alleviate both of these problems is to provide procedures and 
incentives for natural gas distributing companies to bid on, and then 
explore, develop, and produce Outer Continental Shelf leases.

Testimony presented to the Committee indicated that one reason 
that such companies had not been involved in OCS activities to any 
large extent was because of regulatory limitations in their states. Spe 
cifically, such companies must justify to their state regulators the ex 
penditure of any money for the obtaining of gas. The regulators would 
not authorize such expenditures, if there'was no guarantee that the gas 
obtained through such expenditures would come to geographic areas 
served by such distributing company. Geographic allocation of inter 
state gas is determined, through its curtailment power, by the Federal 
Power Commission, under the Natural Gas Act, and therefore, permis 
sion must be obtained by the Federal Power Commission to allow any 
natural gas distributing company which finds, and then produces, 
gas on a lease in the Outer Continental Shelf to transport such gas to 
its market. Section 508 requires the Federal Power Commission to 
permit any natural gas distributing company involved in OCS devel 
opment and production to transport to its service area any gas obtained 
by such company from its lease.

It is the intention of the Committee that tliis mandate to the Federal 
Power Commission shall only effect the gas discovered by a distributor 
on its lease hold. It is not the Committee's intention to effect.the gen 
eral curtailment powers of the Federal Power Commission. The 
Federal Power Commission may, in accordance with its regulations 
and procedures, determine, through curtailments, the delivery of all 
natural gas. The only effect of this Section would be. that the Federal 
Power Commission cannot exercise its curtailment power in any way 
to preclude the natural gas found by such distributing company on 
its own lease from being returned to its service region. Such «*as may, 
of course, be counted as part of the amount allocated to such service 
region by the Federal Power Commission in any general curtailment 
process.
Section 604>—-Relationship to Existing Law

Section :">04 provides for consistency of this Act with all other acts, 
including the Coastal Zone Management Act, the National Environ 
mental policy Act, and the Mining and Mineral Policy Acfct unless 
expressly provided to the contrary.
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VII. COST OF TJIE LEGISLATION
Pursuant to Clause 7 of Rule XIII of the Rules of the House of 

Representatives, the Committee has estimated the costs of the 
legislation.

Title I of the bill, "Findings and purposes with respect to manag 
ing the resources of the Outer Continental Shelf," involves no imple 
mentation costs.

Title II of the bill amends the Outer Continental Shelf Lands Act. 
These amendments vest new responsibilities in the Department of the 
Interior which will result in additional costs of approximately $13 
million per year.

The responsibility for baseline and monitoring studies is trans 
ferred in the new section 20 from the Bureau of Land Management in 
the Department of the Interior to che National Oceanic and Atmos 
pheric Administration (NO A A) in the Department of Commerce. 
The responsibility in the early years will be very great, as NOAA must 
conduct baseline studies in the new frontier of the Outer Continental 
Shelf, as well as studies within the three-mile limit and onshore, to as 
sess the onshore impact of offshore development. Costs for these studies 
and the personnel that will be needed may be as high as $50 million 
in the early years. In later years, as NOAA concentrates on the envi 
ronmental monitoring, costs will decline to about $2 million per year.

An increase in the cost of enforcement is anticipated also. In the first 
year, this increase is expected to be about $35 million, primarily for 
the purchase of new vessels, aircraft and other enforcement equip 
ment. In later years, the added costs are only expected to be $5 million 
peryear.

Miscellaneous additional implementation costs are expected to be 
incurred under Title II by the Department of Justice which mus&'ivcl- 
vise the Secretary of the Interior with respect to antitrust actions 
and which may be involved in litigation resulting from enactment of 
the bill; and by the Department of Labor, which must assist in the 
development and enforcement of safety regulations. These miscellane 
ous additional costs are not expected to exceed $1 million per year.

The implementation costs for Title II are summarized in the follow 
ing table:

TITLE IK-IMPLEMENTATION COSTS 

(In millions of dollars]

Fiscal y«»r—

1)77 1971 1979 1910 1M1

InUrkx..... ..............................
NOAA....................................
Coast Guard _ ..... ___ ......... .. _ ,
Misctllan*ous (Justice and Labor)... ..... . ...

Total...............................

..... 14
SO
35

..... 1

100

13
40

5
1

59

13
40

5
1

59

13
2
5
I

21

1
5
1

21

Title III of the bill establishes an Offshore Oil SpiM Pollution Fund. 
Specific amounts are authorized in this Title as shown in the following 
table:
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TITM III.—Implementation coiti 
Oil spill fund:

Fiscal year 1977_.._._._.....——......___........ $10
Fiscal year 1978......—.—————————————————————— 5
Fiscal year 1979————.——————————————————————— 5

Title IV amends the Coastal Zone Management Act of 1972 by estab- 
lishing a Coastal Energy Activity Impact Program. The costs incurred 
by this program are summarized in the following table:

TITLE IV.-IMfLEMENTATION COSTS

|!fl MffHOfW Of vOfttO]

1177 1171 IfTI 1NO mi

S*c. 301(a).. ...........................^tt.jaim....... .......................

Total

....... SO....... 12....... I
1]

50
125I
17C

75
125

1
201

100
125

1
22C

Iff
12S

1
2S1

Title V contains miscellaneous provisions which will not result 
in any additional implementation costs.

The Total for all implementation costs expected to be incurred as a 
result of the enactment of this .legislation arc summarized in the 
following table:

TOTAL IMPLEMENTATION COSTS 

p« miMoM of doton)

FbctlyMr—

TO* 1.. .....................
TUtell........ ...............
TWi III......... .............
Tittt IV.. ...................
TWiV.... ..................

ToW.. ...............

1J77

......... i«

......... 10......... u

......... 17)

1*71

51
17C

240

1171

51
201

2*5

1MO

2*

22C

247

1M1

ii
251

272

In addition to the implementation costs of this bill, there is a 
possibility that there may be a loss in revenues in the early years of 
the- implementation of the Act, only to be made up in later years.

Section 205 of the bill authorizes the Secretary of the Interior to 
experiment with the bidding procedures used in granting leases. In 
addition to the front end casH bonus method which is the primary bid 
ding method used today, the Secretary is authorized to use other 
bidding procedures. Some of these other bidding procedures call for 
payment to the Secretary to be made after production has begun, 
based on net profits or royalties, rather than as a front-end bonus. 
Therefore, revenues may be collected by the Secretary in later years 
rather than ai the time of the lease sale.

The Secretary is required to use these alternate bidding procedures 
on at least ten percent of the leases, unless he finds that such a 
practice, would delay the development of the resources or reduce the 
revenues of the Government. Therefore, the reduction in revenues 
in early years .may be anywhere from 0 percent (if the Secretary
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continues to use the front-end cash bonus method on 100 percent of 
the leases) to 100 percent (if the {Secretary dcfcx-s all revenues until 
later years by using alternate bidding methods on 100 percent of the 
leases).

VIII. COMPLIANCE WITH CLAUSE 2(1) (3) OF RULE XI
With respect to the requirements of clause 2(1) (3) of House Rule 

XI of the Rules of the House of Representatives—
(A) The Ad Hoc Select Committee on Outer Continental Shelf has 

no oversight responsibility pursuant to clause 2(b)(l) of Rule X, 
because it is not a standing committee. Furthermore, under the House 
resolution which created the ad hoc committee, H. Res. 412, no over 
sight responsibility is delegated to the committee. The committee did, 
however, hold extensive hearings in the preparation of this legislation, 
visiting 13 cities and Hearing from over 400 witnesses, and the major 
points brought out in this testimony are highlighted in "Need for H.R. 
6218".

(B) In the opinion of the Congressional Budget Office, no new 
budget authority or increased tax expenditures, as required in Section 
308(a) of the Congressional Budget Act of 1974S will result from the 
enactment of this Act.

(C) Pursuant to Section 403 of the Congressional Budget Act of 
1974, the Congressional Budget Office has prepared a cost estimate for 
H.R. 6218. (The cost estimate follows the Inflationary Impact 
Statement.)

(D) The Committee on Government. Operations has sent, no report 
to the Ad Hoc Select Committee on Outer Continental Shelf pursuant 
to clause 2 (b) (2) of Rule X.

IX. INFLATIONARY IMPACT STATEMENT
Pursuant to clause 2(1) (4) of Rule XI of the Rules of the House 

of Representatives, the Committee estimates that the enactment of 
H.R. 6218 would have a net negative inflationary impact on the prices 
and costs in the national economy. By promoting the development and 
production of the oil and gas resources on the Outer Continental Shelf, 
this bill would increase the domestic supply of petroleum and could 
potentially cause a decrease in the world price of oil. This potential 
i .luction'in the price of oil would be reflected in the prices and costs 
of virtually all products and services in the national economy} and 
would thus result in a net negative inflationary impact.

X. CONGRESSIONAL BUDGET OFFICE REPORT
CONGRESS OF THE UNITED STATES,

CONGRESSIONAL BUDGET OFFICE,
Washington, D.G., Ajml 26,19T6. 

Hon. JOHN M. MURPHY. 
Chairman, Ad Hoc Select Committee on Outer Continental Shelf,

U.S. Home of Representatives, Washington. D.G. 
DEAR MR. CHAIRMAN : Pursuant to Section 403 of the Congressional 

Budget Act of 1974, the Congressional Budget Office has prepared 
the attached revised cost estimate for H.R. 6218, Outer Continental
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Shelf Land Act Amendments of 1976. The only cost change included 
in this revision of the April 20, 1976 CBO estimate is the Title II 
implementation cost information and results from a change in the 
assumptions used for estimating the effect of the transfer of respon 
sibility for baseline and monitoring studies.

Since no new budget authority or tax expenditures are created by 
this bill, no estimate pursuant to Section 308 (a) of the Congressional 
Budget Act is required.

'Should the Committee so desire, we would be pleased to provide 
further details on the attached cost estimate. 

Sincerely,
ALICE M. RrviJKr, Director.

CONGRESSIONAL BUDGET OFFICE
COST ESTIMATE

Aran,26,1976.
1. Bill number :H.R. 6218.
2. Bill title: Outer Continental Shelf Lands Act Amendments of 

1976.
3. Purpose of bill: The major objectives of this bill are to amend 

the Outer Continental Shelf Lands Act and establish a policy for 
the management of Outer Continental Shelf (OCS) oil and natural 
gas. In addition, the legislation would protect the marine and coastal 
environment through the establishment of an offshore Oil Spill Pollu 
tion Fund. With the exception of the potential revenue effects, this 
is an authorization bill, subject to appropriation action.

4. Cost estimate: This bill would affect the budget in several ways. 
The new costs associated with implementation of the provisions of 
the bill would increase budget outlays. The experimentation with the 
lease bidding systems can be expected to change the stream of OCS 
revenues over time and lead to lower revenues in the period through 
fiscal year 1981. The bill would also subject the government to several 
contingent liabilities. In generating these estimates, the bill is assumed 
to be fully operational for FY 1977. Budget impacts are summarized 
below:

(In miMleM e< MUn|

Fiiol yur—
1177 1171 »n 1MO 1M1

lmrl«*MtetiMCMts(ti<!«l-V).................. 1W-173 201-231 22f-2«4 241 271
»•»»«» te*s« I................................ 140 1M SO U 30

« SM tote el MtlMte Mctta tor •Mtotttiwi.

In addition, this bill would impose contingent liabilities upon the 
federal government. The extent of these liabilities for Title II is un 
determinable, for Title III, $500 million (maximum), and for Title IV, 
$200 million (maximum).

5. Basis of estimate: Implementation Gotta.—Titles I and V are 
estimated to require only minor costs.

Title II's major cost provisions that would add significantly to on 
going activities include the revision of bidding and Tease administra-
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tion, the transfer of responsibility for baseline and monitoring studies, 
the resolution of international boundary disputes, the establishment 
and enforcement of safety regulations, and the analysis of OCS oil 
and gas information. It is necessary to present the implementation 
costs for this section as a range because of the uncertain costs associ 
ated with the transfer of primary responsibility for baseline and 
monitoring activities from the Department of the Interior to the 
Department of Commerce. The program level resulting from the trans 
fer is difficult to estimate because of the administrative discretion that 
may be applied in implementing the remaining, tasks of this program. 
The costs associated with these activities follow:

Implementation eotti (title II)
(In million* of dollars] 

Fiscal rear:
1877 _________-___—-__________._____-___ 52-100
1978 ..—_-————.———————_-_____„___————— 21-59
1979 „—————_———.—————.—______——_——————————_ 21-W
1980 _____________ _ _______________________ 21
1981 ____________________„___________„_______ 21

Title III would require some direct start up funding before the 
Offshore Oil Pollution Compensation Fund could absorb these ex 
penses. The spend-out pattern assumed for such administrative ex 
penses is 95 percent in the first fiscal year and 5 percent in the second. 
The costs are summarized below:

1J77 1171 l*7f U«0 1MI

.............................. 10 S 5
iMptemMtetioncottod'tlt III)................... 10 5 5

Other costs are assumed to net to zero given the revolving fund reve 
nues for OCS production fees.

Title IV's major cost elements are payments to coastal states based 
on a function or their share of energy facility activity and cost-shar 
ing grants to states for studying and planning for economic, social, 
and environmental consequences from energy facilities in coastal 
zones. The expenditures for payments to states are assumed to equal 
obligations in each fiscal period. For the cost-sharing grants to states, 
a spend-out pattern of 10 percent for the first year and 90 percent 
for the second year is assumed. The cost estimates are summarized 
below:

Implementation oottt
(In mlllloni of dollari] 

Fiscal year:
1977 ____—____—————————_————————————————————— 68
1978 _-_———————————————————————————————————— 175
1979 ___————————_—————————————_———————- ——— 200
1980 _—————_———————————————————————————-——— 225
1981 _—————————————————————————————— '---—--—- 250

Revenue Losses.—Section 205 of the bill authorizes the Secretary 
of the Interior to grant leases according to several experimental
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bidding .procedures in addition to the traditional cash bonus bid 
method. The thrust of this provision is to decrease the front-end cash 
required so that competition for leases might be increased. The methods 
used are at the discretion of the Secretary, with the only constraint 
being the use of the non-cash-bonus-bid-fixed-royalty methods for at 
least ten percent of the leases. The assumption is made that the bid 
ding experimentation would be implemented for the minimum 10 per 
cent of the leases and that this would result in a decrease of one- 
half for the bonus revenues of this 10 percent of the leases. These 
experimental methods are designed to increase revenues in the pro 
duction phase of OCS activity; however, these revenue increases 
would occur after fiscal year 1081, which is outside the scope of this 
estimate. Using estimates of OCS bonus receipts, the following loss 
of revenues can be expected:

Revenue louet
[In »illiftat of dotUn] 

Ftecal year:
1977 _„-._-____„________„„___„________„__„______„_„„„ 140
1978 ——————————————————————————————————______ 180
1979 ———————————————_——————_______________ 90
1980 —--—-,--—_.-__-.._..--_-__„-„__,_________,________„ SO
1981 ____._-____._____„__.__ ._______„„_„„____„_„_________ 80

Contingent liabilities.—-The provision of Title II dealing with OCS 
oil and gas development and production (Section 209, new Section 
25) would impose a contingent liability upon the federal government 
if a lease were denied under certain circumstances. If a development 
plan were disapproved by the Secretary of the Interior because of 
"exceptional geologic conditions in the lease area, exceptional resource 
values in the marine or coastal environment, or other exceptional cir 
cumstances" and the proposed plan cannot be modified satisfactorily, 
then the lessee would be entitled to reimbursement by the U.S. govern 
ment "for all consideration paid for the lease, plus interest thereon 
from the date of payment to the date of reimbursement, and for all 
direct expenditures made after the date of the issuance of such lease 
and in connection with exploration or development of the lease." 
This liability could exceed $100 million, and no limit on liability 
is set in the bill; however, there is a very low probability of occurrence 
for such an event.

Section .309 of Title III would impose a contingent liability upon 
the Offshore Oil Pollution Compensation Fund for cleanup costs 
resulting from any discharge caused solely by an act of war or negli 
gence on the part of the federal government in establishing and main 
taining aids to navigation and for damages in excess of the private 
limitation established in the bill and for damages from sources un 
determinable or beyond the jurisdiction of the US. All the funds 
in the Fund, plus up to $500 million in obligations for the Secretary 
of the Treasury may be expended, in fulfillment of the bill's require 
ments.

The amendments to Section 309 of the. Coastal Zone Management 
Act of 1972 included in Title IV. would impose a contingent liabil 
ity on the U.S. through the authorization of the Secretary of Com 
merce "to make commitments to guarantee and to miarantee the Pay 
ment of interest on and the principal balance of bonds or other evi-
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dences of indebtedness" issued to provide public services or facilities 
necessary because of OCS activities. A maximum for nil obligations 
guaranteed at any one time is $200 million., (For any one state, local 
or regional governmental unit, the maximum would be $20 million.)

6. Estimate comparison: None.
7. Previous CBO estimate: The only cost change from an earlier 

CBO estimate (April 20, 1976) included in this revised estimate is 
in the Title II implementation cost information and results from a 
change in the assumptions used for estimating the effect of the trans 
fer of responsibility for baseline and monitoring studies.

8. Estimate prepared by: William F. Hederman, Jr. (225-5275).
9..Estimate approved by:

C. G. NUCKOLS, 
James L. Blum (First Assistant Director for Budget Analysis).

XI. DEPARTMENTAL, RETORTS

H.R. 6218 was the subject of reports from the Departments of De 
fense, Interior, Navy,' Commerce, State, Transportation, Energy Re 
search and Development Administration, and the General Accounting 
Office. A report was also requested from the Federal Energy Admin 
istration but was not received by the time this report was filed. The 
reports follow herewith:

GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE,
Washington. D.C.. November 20,1975. 

Hon. JOHN M. MURPHY,
Chairman, Ad Hoc Select Committee on. Outt,)' Continental Shelf, 

Conf/ressio-nal Hotel, Washington, D.C.
DEAR MR. CHAIRMAN: Reference is made to your request to the 

Secretary of Defense for the views of the Department of Defense with 
respect to H.R. 6218. 94th Congress, a bill "To establish a policy for 
the management of oil and natural gas in the Outer Continental Shelf; 
to protect the marine and coastal environment; to amend the Outer 
Continental Shelf Lands Act;, and for other purposes."

While the Department of Defense has a vital interest in the activities 
which may take place in the Outer Continental Shelf, for the most 
part the provisions of this bill do not directly affect any Department 
of Defense programs. Accordingly, except for the several points noted 
below, this Department defers to those Federal Agencies having direct 
responsibility for OCS development.

"Constal State" as defined on page 5 of the bill differs from the 
1972 Act (PL 92-583) in that the 1972 Act definition includes the 
Great Lakes states while the bill (H.R. 6218) does not.

Section 203 of the bill would amend the Outer Continental Shelf 
Lands Act to direct the Secretary of the Interior to "offer to the 
public and sell by competitive bidding for not less than its fair market 
value, in such amounts and for such terms as he determines, that pro 
portion of the oil produced f ronxsaid lease which is due to the United 
States us royalty or net profit, share oil." The OCS Act (43 U.S.C. 
1341 (b)) now provides that "In time of war, or when the President 
shall so prescribe, the United States shall have the right of first refusal

10-111 O - 1« - 11
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to purchase at the market price all or any portion of any minerals 
produced from the Outer Continental Shelf." It would appear that 
the new section 203 would extinguish the right of first refusal now 
enjoyed by the U.S. Therefore, the Department of Defense opposes 
this particular section as written.

This Department is concerned that the Defense classified informa 
tion which may be furnished to the Secretary of the Interior pursuant 
to proposed section 19 is not adequately safeguarded against dis 
closure. This may be corrected by incorporating the procedures and 
exemptions of the recently amended "Freedom of Information Act." 
It is proposed that this provision be amended by adding a phrase to 
the end of the second sentence of proposed section 19 (b), (page 18, 
line 11). As amended this sentence would read: "Proprietary informa 
tion or data provided to the Secretary under the provisions of this 
subsection shall remain confidential for such period of time as agreed 
to by the head of the Department or Agency from whom the informa 
tion is requested; other information provided to the Secretary under 
provisions of this subsection shall be made available to the public in 
accordance with section 552 of Title 5, United States Code."

In view of the indirect impact that this bill would have upon the 
programs of the Department of Defense in the event of enactment, it 
is not possible to furnish an estimate of costs.

The Office of Management and Budget advises that, from the stand 
point of the Administration's program, there is no objection to the 
presentation of this report for the consideration of the Committee. 

Sincerely,
L. NlEDERLEHNER,

Acting General Counsel.

GENERAL COUNSEL or THE DEPARTMENT or DEFENSE,
Wathington, />.#., December 2, 1975. 

Hon. JOHN M. MURPHY,
Chairman, Ad Hoc Committee on Outer Continental Shelf^ 
Washington^ D.C.

DEAR MR. CHAIRMAN : Reference is made to your request to the Sec 
retary of Defense for the views of the Department of Defense with 
respect to H.R. 6218, 94th Congress, «. bill "To establish a policy for 
the management of oil and natural gas in the Outer Continental Shelf; 
to protect the marine and coastal environment; to amend the Outer 
Continental Shelf Lands Act; and for other purposes."

A report on this bill was made previously by my letter of 20 No 
vember 1975. The report contained herein is to be used in lieu of the 
previous report. The present report includes recommended language 
for changing the first sentence of the amendment contained in section 
203 of the bill. This language was omitted inadvertently from the 
previous report.

While the Department of Defense has a vital interest in the activi 
ties which may take place in the Outer Continental Shelf, for the most 
part the provisions of this bill do not directly affect any Department 
of Defense programs. Accordingly, except for the several points noted
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below, this Department defers to those Federal Agencies having direct 
res|xmsibility for OCS development.

Section 203 of the bi)l would amend the Outer Continental Shelf 
Lands Act to direct the Secretary of the Interior to "offer to the public 
and sell by competitive bidding for not less than its fair market value, 
in such amounts and for such terms as he determines, thnt proportion 
of the oil produced from said lease which is due to the United States 
as royalty or net profit share oil." Section 12 (b) of the Outer Conti 
nental Shelf Lands Act (67 Stat. 469; 43 U.S.C. 1341 (b)) now pro 
vides that, "In time of war, or when the President shall so prescribe, 
the United States shall have the right of first refusal to purchase at 
the market price all or any portion of any minerals produced from the 
Outer Continental Shelf." It would appear that the amendment to the 
Act contained in section 203 of the bill creates an ambiguity which 
could be construed as being inconsistent with the priorities defined in 
section 12(b) of the Outer Continental Shelf Lands Act. To correct 
this defect and to make clear that the amendment would not obviate 
section 12 (b) of the Act, we recommend that the first sentence of the 
amendment contained in section 203 of the bill be changed to read as 
follows:

"Upon commencement of production of oil from any lease issued 
after the effective date of this subsection, the Secretary shall, in his 
discretion, and except as provided in subsection (b) of section 12 of 
this Act, offer to the public and sell by competitive bidding for not 
less than its fair market value, in such amounts and for such terms 
as he determines, that proportion of the oil produced from said lease 
which is due to the United States as royalty or net profit share oil."

This Department is concerned that the Defense classified informa 
tion which may be furnished to the Secretary of the Interior pursuant 
to proposed section 19 is not adequately safeguarded against dis 
closure. This may be corrected by incorporating the procedures and 
exemptions of the recently amended "Freedom of Information Act." 
It is proposed that this provision be amended by addinc: a phrase to 
the end of the second sentence of proposed section 19(b) (page 18, 
line 11) .As amended this sentence would read:

Proprietary information or data provided to the Secretary under 
the provisions of this subsection shall remain confidential for such 
period of time as agreed to by the head of the Department or Agency 
from whom the infonnation is requested; other information provided 
to the Secretary under provisions of this subsection shall be made 
available to the public in accordance with section 552 of Title 5, 
United States Code.

In view of the indirect impact that this bill would have upon the 
programs of the Department of Defense in the event of enactment, 
it is not possible.to furnish an estimate of costs.

The Office of^Management and Budget advises that, from the stand 
point of the Administration's program, there is no objection to the 
presentation of this report for the consideration of the Committee. 

Sincerely,
L. NlEDERLEHXER,

Acting General Countel.
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DEPARTMENT OF STATE, 
Washington, D.C., January 20,1976. 

Hon. JOHN* M. MURPHY,
Chairman, Ad Hoc Select Committee on Outer Continental Shelf, 

House of Representatives, Washington, D.O.
DEAR MR. CHAIRMAN : This is in further reply to your letter of Octo 

ber 28,1975, requesting the views of the Department of State on H.R. 
6218, a bill "To establish a policy for the management of oil and nat 
ural gas in the Outer Continental Shelf; to protect the marine and 
coastal environment; to Amend the Outer Continental Shelf Lands 
Act; and for other purposes."

In general, H.R. 6218 relates to matters which are not subject to the 
jurisdiction of this Department. Accordingly, we defer to the views of 
other concerned agencies regarding the desirability of its adoption. 
However, there are certain aspects of H.R. 6218 on which we do wish 
to make brief comments.

First, we note that this legislation does not amend the definition of 
the outer continental shelf presently contained in 43 U.S.C. § 1331. 
As Mr. Oxman of the Department indicated in his testimony before 
the Committee on November 13, we believe that this is a sound 
approach. The present definition is sufficiently flexible to accommodate 
any outcome of the Law of the Sea negotiations recording the charac 
ter and extent of State jurisdiction over the continental shelf.

Second, we wish to refer to Section 206 of the bill, which would 
amend Section 11 of the Outer Continental Shelf Lands Act and estab 
lish a permit requirement for geological or geophysical exploration 
in the O.C.S. It should be noted that under present international law, 
the right to conduct scientific research in the water column over the 
O.C.S. is a nrotected freedom of the High Seas. However, Article 5 (8) 
of the Continental Shelf Convention provides that "the consent of the 
coastal State shall be obtained in respect of any research concerning 
the continental shelf and undertaken there." In the view of the United 
States, this requirement applies only where the research is both con 
cerning the continental shelf, and involves physical contact or touch 
ing of the shelf. Thus, we could not, consistently with our obligations 
under the Continental Shelf Convention, impose a permit requirement 
on research by foreign persons not subject to the jurisdiction of the 
United States, when the research did not involve physical contact 
with the continental shelf. Accordingly, we understand the language 
of the proposed new Section 11 to mean that the term "person" relates 
only to pei-sons subject to the jurisdiction of the United States. With 
respect to such persons, there can be no question of our right to impose 
any pennit or other requirements as a condition for scientific research.

Finally, we wish to note the proposed new Section 26 of the legisla 
tion, which would enable the President to establish procedures for 
settling outstanding boundary disputes. Pursuant to the President's 
constitutional authority for the conduct of foreign relations and for 
"the negotiation of treaties, discussions have already been initiated with 
Canada for this purpose, and similar discussions with Mexico will be 
undertaken at an appropriate future time.



159

The Office of Management and Budget advises that from the stand 
point of the Administration's program, there is no objection to the 
submission of this report. 

Sincerely,
ROBERT J. McCi/>SKBY, 

Assistant Secretary for Congressional Relation*.

OFFICE OF THE SECRETARY OF TRANSPORTATION,
Washington, D.C., January 21,1976. 

Hon. JOHN M. MURPHY, 
Chairman, Ad Hoc Select Committee on Outer Continental Shelf,

House of Representatives, Washington, D.C. 
DEAR MR. CHAIRMAN : Reference is made to your request for the 

views of the Department of Transportation concerning H.R. 6218, a 
bill "To establish a policy for the management of oil and natural gas 
in the Outer Continental Shelf; to protect the marine and coastal 
environment; to amend the Outer Continental Shelf Lands Act; and 
for other purposes."

On November 20,1975, Admiral Owen W. Siler, Commandant, U.S. 
Coast Guard, testified before your committee, on behalf of this Depart 
ment, concerning the substance of H.R. 6218. That testimony repre 
sents the position of the Department of Transportation concerning 
the proposed legislation. 

Sincerely,
JOHN HART ELY,

General Counsel.

U.S. ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATION,
Washington, D.C., January 27,1976. 

Hon. JOHN M. MURPHY,
Chairman, Ad Hoc Select Commit fee on the Outer Continental Shelf, 

House of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN : The Energy Research and Development Ad 

ministration (ERDA) is pleased to respond to the Committee's letter 
of October 29, 1975, requesting our views on H.R. 6218, a bill "[t]o 
establish a policy for the management of oil and natural gas in the 
Outer Continental Shelf; to protect the marine and coastal environ 
ment; to amend the Outer Continental Shelf Lands Act; and for other 
purposes." While we favor the general objective of protecting and de 
veloping oil and gas resources for the Outer Continental Shelf, ERDA 
does not support enactment of H.R. 6218. As presently drafted, the 
bill covers many activities that are presently assigned to ERDA and 
other agencies; therefore, enactment would result in duplicative and 
unnecessary efforts.

H.R. 6218 would establish new procedures for managing oil and 
gas resources located in the Outer Continental Shelf (OCS). The bill 
would also preserve oil and gas resources in the OCS and facilitate
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resource development within limits of marine and coastal environment 
considerations.

Title II of H.R. 6218 expands upon the Outer Continental Shelf 
Lands Act by revising the bidding procedures and the lease adminis 
tration of oil and gas sites. That Act is also amended by directing the 
Secretary of the Interior to initiate a leasing program for oil and gas 
exploration and development. This program would be conducted 
within the guidelines established for the geophysical and geologic ac 
tivities contemplated in the OCS.

To enable full participation by any affected state in the leasing and 
development plan, Title II of the bill requires the Secretary of the 
Interior to submit a proposed plan to governors of the affected coastal 
states and adjacent states for comment at least sixty days preceding 
the transmittal to Congress. The governor of any affected state would 
be authorized to request a three-year postponement of implementation 
of the plan which the Secretary could denv. grant, or grant in part.

There are several aspects of H.R. 621fi which are considered objec 
tionable by ERDA. It appears that Title II of H.R. 6218 would 
formalize by legislation many practices in the OCS leasing scheme 
which the Secretary of the Interior now utilizes by departmental reg 
ulation. Such formalization by the Con/rress would not, therefore, 
appear necessary. It would also undesirablv reduce the Secretary's 
flexibility to respond to future changes in conditions.

Section 206 of H.R. 6218 provides for an amendment to the OCS 
Lands Act by providing that: "No person shall conduct any type of 
geological explorations in the Outer Continental Shelf without a per 
mit issued by the Secretary."

Although this clause is obviously directed at the exploration for oil 
and natural gas in the OCS.. and in that regard we defer to the De 
partment of the Interior, a broad interpretation of Section 206 could 
cause interference with many aspects of oceanographic research as 
well as the collection of geoohernical data totally unrelated to oil and 
natural gas exploration and development. Since several ERDA con 
tractors are studying such processes as radionuclide uptake and ex 
change by marine sediments, trace metal, etc.. this provision could 
hinder our coastal oceanographic program particularly off the South 
east Coast and in the Gulf of Mexico.

Section 18 (1>) (3) would add the requirement to the Outer Conti 
nental Shelf Lands Act that the Secretary prepare a leasinar program 
whereby the most environmentallv-safe areas would be leased first. 
We would urge that no such restriction be imposed upon research ac 
tivities since it is only through continuing study that environmental 
problems can l>e identified and the,leasing plan be "maintained" as re 
quired bv Section 18 (b).

The Office of Management and Budget has advised that there is no 
objection to the submission of this report from the standpoint of the 
Administration's program. 

Sincerely,
R. TENNEY JOHNSOX,

General Counsel.
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COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., August 28, 7075. 

Hon. LEONOR K. SULLIVAN,
Chairman, Committee on Merchant Marine and Fisheries, House of 

Representatives, Washington, D.C.
DEAR MADAM CHAIRMAN: This refers to S. 521, 94th Congress, 

the proposed "Outer Continental Shelf Management Act of 1975," a 
bill to 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. The Senate passed the bill on July 30. 
1975, and we understand that it will be referred to your Committee 
following the August recess. We are taking the opportunity at this 
time to comment on two provisions of the bill which are of particular 
concern to pur Office, in the event your Committee gives the proposed 
legislation immediate consideration.

Section 202 of the bill as passed by the Senate would revise the 
Outer Continental Shelf Lands Act, 43 U.S.C. §§ 1331 et seg,, by 
adding several sections to that Act, among which is a new section 23 
which would establish the Offshore Oil Pollution Settlements Fund 
to provide relief in the event of oil spills. In section 23(b) (6) of this 
proposed amendment, the fund is subject to an annual audit by the 
Comptroller General, with a copy of each such audit to be submitted 
to the Congress.

To allow our Office the desired flexibility in the use of its resources, 
we recommend that the. annual audit requirement be deleted, and 
instead, the provision require audits to be made at least once in every 
3 years, with a report to Congress within 6i/£ months following the 
audit year. This would be consistent with similar requirements for 
wholly-owned Government corporations under sections 105 and 106 
of the Government Corporation Control Act, as amended by section 
601 of the General Accounting Office Act of 1974, approved January 
2, 1975, Pub. L. No. 93-604, 88 Stat. 1959, 1962, 31 U.S-C.A. §§ 850, 
851 (Supp. February 1975). To this end, section 23(b) (6) of section 
202 might be amended to read as follows:

"(6) 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 administered by the holders of leases 
issued under this Act under regulations pi-escribed by the Secretary. 
The fund shall be audited by the Comptroller General at least once 
in every three fiscal years and reports of the results of each such 
audit made to the Congress within six and one-half months following 
the end of the fiscal year covered by the audit. Claims allowed against 
the fund shall be paid only from moneys deposited in the funa."

Section 302(a) of the bill would require that, within 6 months 
following the date of enactment of this legislation, the Secretary 
of the Interior submit to the Congress and to the Comptroller Gen 
eral a report listing all shut-in oil and gas wells and wells flaring 
natural gas on leases issued under the Outer Continental Shelf Lands 
Act. This report is to indicate why each well is shut-in or flaring 
natural gas, and whether the Secretary intends to require production
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or order cessation of flaring. Within 6 months after receipt of the 
Secretary's report, the .Comptroller General would be required under 
subsection 302 (b) to review and evaluate the reasons for allowing 
the wells to be shut-in or to flare natural gas and to submit his findings 
and recommendations to the Congress.

This requirement for review and evaluation would involve our 
Office in a function calling for special expertise in Outer Continental 
Shelf drilling technology. We believe that the Department of the 
Interior—the agency administering the leases—has such expertise 
and should have the primary responsibility for evaluating the actions 
of lessees. We recommend, therefore, that the legislation be amended 
to require the Comptroller General, instead of evaluating the reason* 
for allowing the wells 'to be shut-in or flaring, to evaluate the meth 
odology used by the Secretary in preparing his report and the support 
for the Secretary's findings, and to report on this evaluation to the 
Congress. Accordingly we recommend that the present section 302 (b) 
be amended to read as follows:

"(b) Within six months after receipt of the Secretarv's report, the 
Comptroller General shall review and evaluate the methodology used 
by the Secretary in satisfying the reporting requirements of section 
(a) of this section, and shall submit his findings and recommenda 
tions to the Congress. 

Sincerely yours,
R. F. KELLER, 

Deputy Comptroller General
of the United States.

U.S. DEPARTMENT OF TITE INTERIOR,
OFFICE OF THK SECRETARY, 

Washington, DC., June 16,1975. 
Hon. JOHN M. MURPHY,
Chairman, Ad JJoc Select Gommittp.fi on the. Outer Continental Shelf, 

House of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN : This responds to your request for this De 

partment's views on H.R. 6218. a bill "To establish a policy for the 
management of oil and natural gas in the Outer Continental Shelf; 
to protect the marine and coastal environment: to nmend the Outer 
Continental Shelf Lands Act; and other purposes."

Subject to the comments set forth below, we recommend that the bill 
not be enacted because appropriate action with respect to OCS energy 
resources can be taken under existing law.

Our .present energy needs require a strong proirram to develop the 
oil and gas resources of the Outer Continental Shelf, where this can 
be done with reasonable protection of environmental values and with 
out other seriously undesirable impacts. More specifically, we must 
move ahead with exploration, leasing and production on those frontier 
areas of the OCS where the environmental risks are acceptable. In 
carrying out this program, we fully appreciate the need to meet the 
legitimate concerns of affected individuals and organizations. The 
program will be carried out in close cooperation with coastal States 
in their planning for possible increased local development.
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THE BILL

H.R. 6218 would modify the program of petroleum production from 
the Outer Continental Shelf through establishment of new leasing, 
environmental, and safety requirements under the Outer Continental 
Shelf Lands Act.

Leasing program.—The Department of the Interior would be re 
quired to develop a leasing program to best meet national energy 
needs for a 10-year period after enactment, specifying the size, timing 
and location of leasing activity. Criteria for the program would in 
clude consideration of all economic, social, and environmental values 
of Outer Continental Shelf resources and their impacts; schedule and 
location of exploration, development and production of oil and gas 
on the Outer Continental Shelf; scheduling the time and location of 
leasing so that the least environmentally dangerous areas are leased 
first and that development is allowed to keep pace with availability 
of materials and equipment; and the receipt of fair market value for 
public resources. The Secretary of the Interior would fllso be required 
to prepare estimates of appropriations and staffing needed to carry out 
the program.

Section 8 of the Outer Continental Shelf Land Act would be revised 
to specify bidding by sealed bid only. H.R. 6218 would allow, in addi 
tion to bonus bidding, bidding for OCS leases on a "net profit" basis. 
It would also allow the charging of rentals and would permit the 
Secretary to limit sales of royalty oil to protect independent refiners. 
H.R. 6218 also would require the Secretary in consultation with the 
Comptroller General to prepare and publish a bidding system study 
within one year of enactment with recommendation for achieving an 
equitable system of lease sales.

Leases to OCS tracts would cover an area as large as necessary with 
a term of five years and as long thereafter as oil and gas may be 
produced from an area in paying quantities, or drilling or well re 
working operations approved by the Secretary are conducted thereon.

Under H.R. 6218 the Secretary would be required to submit an an 
nual report to Congress within six months after the end of each fiscal 
year on OCS leasing and production programs including a detailed 
accounting of all money received and expended, a description of ex- 
ploi .'to'on activities, and recommendations to Congress.

Leaving and development plans.—H.R. 6218 also requires the De 
partment to transmit an exploration and development plan containing 
specified information to the Congress 90 days prior to announcing the 
invitation to bid on each tract. The Department would be free to carry 
out the plan, if Congress approves it by the end of the 90-dav period.

The OCS ̂ exploration and development plan would include (with 
out limitation):

(1) The extent or estimate of the resources within the tract.
(2) The location of tract in relation to other offshore activity.
(3) The best available estimates of recoverable reserves.
(4) The current market value of recoverable reserves. 
(5} The cost of producing under the plan.
(6} The anticipated location of nroduction units and rights-of-way. 
(7) The capacity of onshore infrastructures and assessment of the 

need for new onshore infrastructures to handle production.



164

(8) Any unique conditions in the tract requiring special protection 
of the environment or to insure safe development.

(9) The expected rate of development.
(10) The impact on the economic, social, and institutional structure 

of the affected coastal States and adjacent coastal States. These plans 
will require environmental impact statements in which certain infor 
mation is specified.

(11) Certification of consistency with section 307 of the Coastal 
Zone Management Act of 1972.

H.R. 6218 also requires that all lessees submit a development plan 
which in turn, must be consistent with an exploration and develop 
ment plan submitted to Congress by the Secretary.

The bill would also amend section 8 of the Outer Continental Shelf 
Lands Act, as amended, by adding a provision requiring the Depart 
ment of the Interior to submit proposed leasing and development plans 
to Governors of affected coastal and adjacent States 60 days prior to 
transmittal to Congress, A Governor of an affected coastal or adjacent 
State could request postponement of lease sales for up to three years, 
if he determined that such sale would result in adverse environmental 
or economic impact or other damage to the State. The Secretary could 
then provide for a shorter postponement or deny the request for the 
postponement. The Governor's comments, the environmental impact 
statement, and proposed leasing and development would be required 
to be sent to Congress for resolution of conflicts.

Environmental.—The Administrator of the National Oceanographic 
and Atmospheric Administration, in consultation with the Secretary 
would liave to prepare an environmental impact statement for a leased 
area. The bills specify certain matters to be included in the environ 
mental impact statement for leased areas.

Subsequent to leasing and development, NOAA, in consultation 
with the Secretary, would also be required to monitor and conduct a 
study to establish baseline information concerning the status of the 
marine and coastal environment. NOAA could establish regulations 
for this procedure. The Administrator of NOAA would also be di 
rected to provide the Secretary with detailed maps and reports con 
cerning oil and gas resources of the OCS for the purpose of this study.

Safety.—H.R. 6218 would require the Secretary of the Department 
which operates the Coast Guard, with the concurrence of the Adminis 
trator of NOAA, to develop, promulgate and periodically review 
safety regulations for operation on the OCS. The Coast Guard would 
be directed to review and promulgate a complete set o'f safety regula 
tions within one year of enactment* The Coast Guard would also be 
directed to strictly enforce and regulate and to regularly inspect all 
OCS operations, with once a year physical observations and periodic 
unannounced onsite inspections. It would also report on all major fires 
and spills, and submit to Congress an anual report of its enforcement 
responsibilities.

federal role in exploration.—In addition, the Secretary would be 
directed to conduct a comprehensive feasibility study of a limited Fed 
eral exploratory program designed to obtain sufficient data and infor 
mation to evaluate extent, location and potential for developing oil 
and gas resources of tlte OCS, and to transmit the results of this study,
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together with his recommendation prepared in cooperation with tho 
Administrator of NOAA, to Congress.

mi * A! 11*11 * A

ext
sidered a major Federal action for purposes of
mental Policy Act.

The bill would prohibit geophysical and geological exploration on 
the OCS unless a permit is issued by the Secretary.

Other.—Civil and criminal penalties for violation of tho bill's pro 
visions are also provided, as is authority for citizen suits. H.R. 6218 
also provides for the settling of any outstanding boundary disputes, 
including international disputes.

H.R. 6218 does not permit the flaring of natural gns wells unless 
the Secretary finds there is no practical way to obtain production or 
to conduct testing or overwork operations without flaring.

A report to Congress is required to be submitted within six months 
of enactment, listing all shut-in oil and gas wells and wells flaring nat 
ural gas on leases issued under the OCS Lands Act. The Comptroller 
General would be required to review and evaluate this report.

Unlike other similar bills currently pending in the House, H.R. 
6218 docs not contain provisions for research anu development, compre 
hensive oil spill liability, an interim moratorium or OCS exploration 
and leasing, or pipeline studies.

DISCUSSION
Existing legislation provides a satisfactory framework for carrying 

out the essential objectives of H.R. 6218, and we arc moving toward 
accomplishing them. The existing Outer Continental Shelf Lends Act 
permits substantial 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 bjelieve is vital.

Discussed more specifically below are some of the more important 
aspects in which we oelieve provisions of H.R. 6218 are either unneces 
sary or undesirable.

A. Scope of Leading Program—Leate Terms.—Our present OCS 
leasing program would make, prospects available in all frontier areas 
by the end of 1978. Actual sales would, of course, depend upon receipt 
of acceptable bids.

To carry out this program, we believe-provisions limiting or other 
wise modifying the scope of the OCS leasing program are undesirable 
at the present time. For example, requiring that the most environ 
mentally safe areas should be leased first is too restrictive. Environ 
mental hazards must be balanced by potential resource values. On an 
area-wide basis, leasing would be appropriate wherever the potential 
value of the energy resource is expected to exceed environmental costs. 
Leasing on particular tracts may be unacceptable for environmental 
reasons, but this would be determined on the basis of an environmental 
impact statement.

H.R. 6218 would require approval of and operation under a devel 
opment plan as a term of the lease. The lessee's plan would have to be
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consistent with the Secretary's broad development and leasing plan 
for the area and failure to comply with the plan would terminate the 
lease. Although a plan could be modified, this is too stringent a re 
quirement because termination would be automatic. Lesser penalties 
will frequently be more appropriate to deal with failure to-follow the 
plan. Termination is not necessarily in the public interest.

In contrast to the changes provided by these bills, present law pro 
vides sufficient flexibility tor an appropriate balancing of energy and 
environmental factors. Our concern is to improve tho leasing system 
within tho 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 ana the public at 
large is invited to comment on environmental and other considerations 
bearing on tract selection. Based on this and its own independent re 
view, tho Department then specifies areas to be leased. In this regard, 
we note that tho CEQ study nas conducted that leasing can be carried 
out in the areas included in that study if appropriate safety and envi 
ronmental requirements are adhered to in each area. We intend to re 
quire of the industry whatever design criteria and practices are neces 
sary to meet the CEQ concerns.

We currently require lessees to submit development plans subsequent 
to the exploratory phase of the lease. We are seeking further to inte 
grate these procedures with the coastal zone management programs 
being developed by tho coastal States.

Wo do not believe it appropriate to amend the OCS Act to require 
further consistency or coordination with coastal zone managementjpro- 
grams. In this-regard, it should be noted that section 102(1) of H.R. 
6218 the definition of "coastal zone" differs from the definition of this 
term in the Coastal Zone Management Act. This could cause much 
needless confusion.

B. Receipt of Fair Market Value for Federal OCS Oil and Gat.— 
The OCS Lands Act presently provides that leasing of OCS lands 
shall be by competitive scaled bidding on the basis of a cash bonus 
bid with a fixed royalty or 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 
5-year term. These provisions, coupled with the Department's geologi 
cal experience and the means for acquiring such information, 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. Several general issues bear 
ing on receipt of fair market value arc discussed below.

1. Geographic and Geophysical Information.—Assuring that the 
private sector has access to information needed to make intelligent 
decisions with respect to OCS energy resources is essential. Equally 
important is the desirability of maintaining a resource information 
base which allows the Government adequate knowledge of the quality 
and extent of the resources available for sale.

The Interior Department presently has the necessary authority and 
capability to pursue these objectives! The U.S. Geological Survey has 
access under the present OCS Lands Act to the same geophysical data 
as lease bidders, and has the means for gathering substantially more
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offshore data than bidders. We will publish shortly proposed rules to 
require more rapid data disclosure. The Department also now has 
adequate authority to undertake stratigraphic drilling in frontier 
areas.

Under the rules we have proposed, geophysical data collected under 
exploration permits would be made public within 10 years of when 
ever a lease is reliquished, whichever period is less. The Department 
could release data earlier based on a decision that this is necessary for 
the proper development of the field or area. Deep stratigraphic tests 
would be released 5 years after date of completion or 60 days after 
issuance of the first Federal lease within 50 geographic miles of the 
drill site. Geologic data would be released to the public in 6 months. 
It would not be appropriate to amend the Outer Continental Shelf 
Lands Act at this time to require the development of specific informa 
tional programs. The survey and study program required by H.R. 
6218 would, for example, impact quite neavily and perhaps undesir 
ably on our OCS program. Our present program, undertaken pur 
suant to existing authority and modified as needs change, should be 
satisfactory.

2. Lease Offering and Conditions—Current Departmental practices 
and studies are designed to assure that the lease auction of OCS re 
source are competitive enough to insure receipt of fair market value. 
The Department has begun to use a Monte Carlo simulation model in 
the estimation of the value of tracts offered for lease. This simulation 
approach provides a more accurate representation of the uncertainties 
inherent in hydrocarbon estimation. Through the use of this model 
and improved bid rejection system, the Department is in a position to 
more accurately assess whether the high bids received on tracts reflect 
fair market value. Since the inception of the Monte Carlo program in
1974. approximately 16 percent of the high bids received have been 
rejected. Here too, the proposed data disclosure regulations offer bene 
fits in putting all bidders on equal terms regarding the offshore 
geologic data they possess.

Proposed regulations banning joint bidding among the largest oil 
companies were published in the Federal Register on February 21,
1975. All companies, including their subsidiaries, that produce more 
than 1.6 million barrels of oil and natural gas equivalent a day, will 
be banned from bidding jointly with each other. Such companies are 
also precluded from making pre-lease arrangements whereby an agree 
ment is made between two companies to share a lease if one of the two 
is awarded tho lease. Comments on the regulations were due on 
March 25, 1975. The regulations are expected to be in effect for the 
proposed California sale, now scheduled for late summer or early fall. 

Different methods of bidding for OCS leases are under constant 
consideration. Bonus bidding has historically been used for Federal 
OCS leasing. The Department is currently analyzing alternative 

•bidding methods available to it under the OCS Lands Act of 1953. 
Concern has been raised over the heavy commitment of "front end" 
capital associated with the cash bonus,* fixed royalty of 16% percent 
method of leasing. Options are being reviewed to accomplish the fol 
lowing: (1) lower front end costs, (2) assure payment of a fair share 
of actual production to the Federal Government and (3) ensure the 
maximum economic recovery of each reservoir.
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Among the bidding methods being considered- are: 
Bonus bidding with increased royalty rates; 
Royalty bidding;
Bonus bidding with net profit payments in lieu of royalties; 
Net profit bidding;
Deferred bonus payments with forgiveness of the unpaid bal 

ance at the time of lease abandonment.
A test of the royalty bidding option took place in October 1974. Ten 

tracts were offered with eight being leased and the results are'cur 
rently being analyzed.

C. Environmental and Safety programs.—The need for constantly 
improving our environmental protection and safety programs is clear 
and we concur in the broad objective of H.R. 6218 to achieve this end. 
The actions we are taking in this regard are more fully set forth below.

1. Environmental Requirements.—The National Environmental 
Policy Act requires the Interior Department to insure that environ 
mental considerations are fully taken into account in implementing the 
OCS Lands Act.

As part of our analysis of frontier OCS areas, an extensive program 
of environmental studies has been initiated. The first phase occurs 
before leasing takes place. It involves an assessment of .the biologic, 
physical, meteorologic and geologic conditions of an area. The estab 
lishment of this benchmark of oceanographic conditions permits us 
to measure any effects resulting from offshore development later. It 
also aids us in the- preparation of environmental impact statements, 
in the selection of tracts and in the development of lease stipulations 
and criteria.

Once exploration and development takes place, an environmental 
monitoring program is begun. Tins program involves the analysis of 
the same variables included in the initial benchmark phase. Changes 
in the environment are detected and, where necessary, corrective meas 
ures are promptly developed.

In addition to the benchmark and monitoring phases, special studies 
such as spill trajectories, toxicity and socioeconomic analyses, are also 
conducted.

The funding for fiscal year 1975 equals $20.5 million; proposed fund 
ing for fiscal year 1070 equals $44.7 million. This program is coordi 
nated through an Outer Continental Research Management Advisory 
Board which consists of representatives from the coastal States, 
EPA. NOAA, and agencies within the Department of the Interior.

Wo are also doing environmental impact statements on the entire 
accelerated leasing program and on each specific lease offering. Wo 
arc conducting bjiscline studies in all frontier areas.

We agree in principle with the objective of a more complete review 
of the production phase of a lease after the exploratory phase but 
before the development is undertaken. Tim Department is studying 
the administrative steps necessary to put such a policy into force 
without introducing undue delay in development of the Nation's 
energy resources. Legal authority pursuant to the OCS Lands Act 
presently exists to implement such a policy.

Provisions such as those in H.R. 6218 modifying existing pro 
cedures are unnecessary and might be detrimental if transitional prob-
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lems of complying with their provisions delay current studies or othei 

.actions we are currently undertaking to improve environmental pro 
tection and other requirements. We also oppose statutory provisions 
which specifv in advance that, certain Federal actions, programs or 
functions will or will not. constitute major Federal actions for NEPA 
purposes.

The Federal exploration program feasibility study which H.R. 6218 
would authorize by inclusion of a new section 19 of the OOS Lands 
Act is unnecessary. One of the analyses currently being undertaken 
within the Department examines Federal exploration of OCS areas. 
A full range of program options is under consideration including all 
the matters which would be subject, to study.uiider section 302.

2.. Safety ReqwremtM*.—Adequate safety standards and enforce 
ment procedure for the OCS are currently in operation or are in the 
process of being put into force. We are committed to having standards 
fit least as strict (assuming reasonable standards) as those of adjacent 
States. Studies have been conducted in cooperation with the National 
Academy of Engineering and the National Aeronautics and Space 
Administration, and steps have been taken' to implement the recom 
mendations for safetv of OCS operations. Proposed OCiS Orders have 
"been published for the Gillf of Alaska and the mid-Atlantic to elicit 
specific comments from interested parties.

Also a new section in H.R. 6218 appears to'transfer functions pres- 
cnt.lv performed bv this Department's Geological Survey and Bureau 
of Land Management to NOAA and the Coast Guard. Subsequent to 
leasing NOAA is made the lead agency for complying with require 
ments of NEPA, baseline and monitoring functions. The Coast Guard 
would, also take -over present Geological Survey functions including 
promulgation of operatin/r orders, standards for technology to be used 
and establishment of equipment and performance standards for oil 
snill cleanup operations. This would constitute an entirely undesir 
able transfer of responsibilities from agencies which already have the 
required expertise, to agencies which do not have this experience at 
this time.

D. Public participation in OCS decisions.—States which are most 
likelv to be directly affected by the development of energy resources of 
thn OCS should participate in decision making. Under current pro 
cedures, we believe that such States are adequately apprised of the 
activities and hazards which might be involved in OCS development 
and are provided with ample opportunity for participation on OCS 
decisions. This State participation now includes:

(a) Environmental Study Program. Representatives from the 
coastal States serve on the OCS Research Management Advisory 
Board which oversees the Bureau of Land Management's environmen 
tal studv program.

(b) Development of OCS Orders. The Geological Survey consults 
with the States'in the development of OCS Orders. These Orders pro 
vide industry with the rules and regulations to be followed in explora 
tion and production activities on the OCS. The regulations that are now 
in effect have been strengthened considerably since the Santa Barbara 
spill. Proposed orders have been published for the Gulf of Alaska and 
are soon to be published for the mid-Atlantic.
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(c) Call for Nominations. Approximately 12 months prior to a 
sale date, the Department publishes a request for nominations in the 
Federal Register. All interested members of the public including the 
adjacent States are urged to nominate specific tracts which they would 
want to see studied further for possible inclusion in a sale. They are 
also asked to designate specific tracts which should be excluded from 
the leasing process because of environmental conflicts.

(d) Tract Selection. Subsequent to receipt of the nominations, the 
Department makes a tentative selection of tracts. States are consulted 
on the issues involved in the selection process. States are again con 
sulted before any final decision is made on tracts to be offered in a 
sale.

(e) Draft Environmental Impact Statement. The DEIS contains a 
detailed environmental assessment on a tract by tract basis in addition 
to an analysis of the general environmental conditions in the area. The 
States are asked to designate representatives to participate in the ac 
tual preparation of this document. This request has oeen made to 
Atlantic coast Governors and to the Governor of the State of Alaska,

(f) Public Hearing and Comments. After publication of the DEIS, 
a public hearing is held and States are invited to comment either orally 
or in writing. These comments are used in preparation of the Final 
Environmental Impact Statement.

(g) Decision by the Secretary. After completion of the Final EIS 
and a Program Decision Option Document, a decision is made by the 
Secretary whether to proceed with the sale and if so the composition 
of the sale. The Governors of affected coastal States are consulted 
before a final decision is made on what tracts are to be included in a 
sale.

(h) Supervision of Leases. Geological Survey monitors adherence 
to the OCS Orders through review of applications and proposed plans. 
Consideration is being given to having State personnel participate with 
the Geological Survey in this endeavor.

(i) Review of Development Plan. Under the Coastal Zone Man 
agement Act, any State which a coastal zone management plan will 
have to review actions which may affect land and water uses in the 
coastal zone. Such actions may include the approval of a develop 
ment plan which is now solely the responsibility of Geological Survey.

We are opposed to the provision in H.R. 6218 which is designed to 
provide the Governors of coastal States with a mechanism to delay 
OCS oil and gas lease sales if such sales are anticipated to have 
adverse environmental or economic impacts. We appreciate the con 
cern of-coastal States regarding the environmental and socio-economic 
problems associated with OCS development and their desire to exer 
cise some control over such development, or other things failing, 
to at least forestall it. The appropriate response is,.however, to under 
take advance planning and cooperation between Federal, State and 
local government along the lines of the Coastal Zone Management 
Act, rather than on last ditch efforts to delay leasing.

OTHER MATTERS

Oil Spill Liability.—The Administration is currently preparing 
legislation for submission to the Congress which would establish a 
comprehensive system of compensation for oil spill damages. This
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system would embrace damages from OCS operations and would sup 
plement environmental and safety standards. We expect that this 
proposal will be forthcoming shortly.

Distribution of OCS Revenue*.—The Administration recognizes 
the concerns about OCS generated fiscal impact problems which have 
led some coastal States to propose that Federal impact assistance be 
available or OCS revenues bo. shared with the States. The Adminis 
tration currently is actively analyzing the need for such assistance 
and is developing several alternative approaches to deal with such 
problems ranging from impact aid grants to formula-grant revenue 
sharing. However, we have no recommendation to make at this time.

CONCLUSION

H.R. 6218 deals with major issues relating to use of the energy 
resources of the Outer Continental Shelf. To meet our present energy 
needs, however, we believe thaf the present OCS Lands Act provides 
a satisfactory framework and that further legislation 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,
ROYSTON C. HUGHES,

Assistant Secretary of the interior.

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY, 

Washington, D.C., February /#, 1976. 
Hon. JOHN M. MURPHY,
Chairman, Ad Hoc Select Committee on the Outer Continental Shelf ̂ 

Home of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN : Legislation relating to the Outer Continental 

Shelf which is now being drafted by your Committee is of deep con 
cern to me and to the Administration. As we have often stated, many 
of the provisions now under consideration bv the Congress are unneces 
sary or undesirable and, if enacted, would delay the development of 
OCS resources or otherwise injure the public interest. For these rea 
sons we must strongly oppose the enactment of many of the provisions 
of vour current committee print. .

The OCS leasing program is being shaped through continuing con 
sultation with the Congress, the States and others whose interests arc 
affected. It is a progressive, balanced program designed to assure that 
the nation's energy needs are met. consistent with protection of the 
environment and proper response to the economic and social concerns 
of those who will bear the impact of OCS development. In this effort, 
we recognize the need for legislation to provide a comprehensive sys 
tem of liability and condensation for oil spill damages and to provide 
financial assistance to State and local units of government which are 
unable to finance new physical facilities needed because the develop 
ment of Federal energy resources results in rapid population increases.

TO-Ml O-If - It
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The Administration has proposed legislation which has been carefully 
designed, to deal effectively with the complexities of these problems. We 
urge that the Administration proposals be enacted.

This letter addresses specific features both of the legislation now 
under consideration by your Committee contained in the January 30, 
1976 Committee Print, and of Senate bill S. 521, which may lead the 
President to conclude that they are unacceptable.

1. Limitation on bonus bidding.—Your Committee print limits the 
use of the bonus bid, fixed royalty leasing system to no more than two- 
thirds of the acreage in frontier areas; S. 521 sets an even lower limit 
of one half of the acreage. Our staff studies of this question, which we 
are supplying for your review, indicate that such a limitation would be 
extremely unwise. We do not object to being authorized to experiment 
with new bidding systems, or to using systems found to be feasible, and 
we would be happy to notify the Congress in advance of the details 
of our plans for experimentation, but it would be a serious error to 
limit the use of the only bidding system which we know at this time 
to be fundamentally satisfactory. It could lead to forced leasing of 
large acreages under faulty systems, and could not only delay develop 
ment, but deprive the public of receipt of fair market value for the re 
source, reduce the efficiency of exploration and development, lead to 
waste of valuable energy resources, and cause unnecessarily high ad 
ministrative cost.

The Administration strongly objects to the provision allowing a 
Congressional override, by resolution of either House, of a Secretarial 
decision that limiting cash bonus bidding would delay development. 
This is similar to provisions in other legislation which the Executive

found that they infringe on the constitutional responsibilities of the 
Executive Branch. Justice has testified against such a provsion as 
recently as May 15,1975, before the Senate Judiciary Subcommittee 
on the Separation of Powers in a hearing concerning Executive Agree 
ments.

2. Lease size.—The Committee Print requires that leases cover an 
area designated by the Secretary on the basis of entire geological struc 
tures or traps, to the maximum extent practicable, or be comprised of a 
reasonable, economic production unit, as determined by the Secretary. 
We do not believe it is desirable to set as the norm the leasing of whole 
structures or traps, though we do not object to being authorized to lease 
in that way. We therefore urge you to remove the phrase "to the maxi 
mum extent practicable" from the text. Whole structures or traps will 
frequently be very large, and leasing them as units could have strong 
anti-competitive effects as well as prevent the use of more than one 
independent exploration strategy on the structure. Neither of these ef 
fects is desirable, and there should be no presumption in the language 
of the bill that tends to force the Secretary in that direction.

3. Exploration plan.—The provision for an exploration plan which 
the Secretary is required to prepare and implement seems to us, in the 
light of its purposes and the information which it is to include, to as 
sume if not to require Federal exploration for oil and gas. Although 
subsection 11 (g) (3) provides that the Secretary need not include 
such Federal exploration in the plan, we do not know how determina-
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tiou of the commercial presence of oil and gas can be made with suffi 
cient accuracy to provide a basis for the items in 11 (d) (1) through 
(5) without Federal exploration. The Administration is strongly op 
posed to mandatory Federal exploration for oil and gas. We urge you 
to alter the wording of this section to make it clear that full compli 
ance with its provisions would not require Federal exploration.

4. Mapping program.—Both your committeee print and S. 521 call 
for extensive map publication prior to future OCS lease sales. Our 
initial study of the cost of such a program suggests that for the first 
few years it could be as high as $150 million per year, and could well 
be beyond the total capacity of existing mapping facilities. We seri 
ously question whether the usefulness of such maps to the general 
public could ever justify sucli a massive expense. Whether any map 
publication justifies its cost should be a matter to be worked out in 
normal budgeting by reference to other priorities for use of public 
funds.

5. Content of environmental iuypoet statements.—Your print and 
S. 521 botli specify in great detail the content of environmental im 
pact statments (EIS's) to be prepared in connection with OCS leas 
ing. Passage of such provisions would amount to a major amendment 
of the National Environmental Policy Act of 1970. I Ixilieye such an 
amendment of NEPA is both unnecessary and unwise. It is unneces 
sary because whenever in our judgment the significant impacts of an 
OQS action include any of those listed in your print, they are already 
being analyzed in our EIS's. It is unwise because eacli additional re 
quirement enacted in law may become a new and separate basis for 
delaying litigation. I Ixilieve that the guidelines of the Council on 
Environmental Quality and the interpretations of NSPA already 
made by the courts are fully sufficient to assure that our analysis of

And I
re- 

program, includ 
ing those who consider themselves "environmentalists", regard the 
environmental balancing process we follow as one of the lx?st existing 
examples of what-NEPA calls for.

6. Regulatory authority.—Your committee print would require that 
certain OCS regulations be developed by one agency, promulgated 
and revised by a second, and enforced by still a third. It is hard to 
imagine a more certain prescription for regulatory confusion, dupli 
cation of effort, unnecessary expense, irresponsibility, and ineffective 
ness. I urge you to consider that present regulatory practice has re 
sulted in an outstanding record of safety on the OCS, and that forced 
changes of authority will bring new and inexperienced agencies into 
the system, and may well result in a decline in OCS safety. In light 
of the Ixigh standard of current practice. I urge you not to alter pres 
ent arrangements. We oppose the requirement for use of the best 
available and safest technology on all new operations and wherever 
practicable on existing operations. Safety requirements need to be 
adjusted to the specific conditions of the case, and the tenefite of 
added safety must always l>e balanced against the costs of achieving 
it. Requiring best available technology could frequently add substan 
tial cost for little gain in safety.
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7. Advisory board*.—Your print and S. 521 both provide for estab 
lishment of advisory boards by the governors of coastal States, and 
direct that any recommendation of such a board or governor must be 
accepted by the Secretary, unless he finds it not consistent with na 
tional security or overriding national interest. This provision goes far 
toward passing control of development of Federal resources to States 
and it goes well beyond what most State representatives indicate to 
us is their objective—to have their views taken seriously into consider 
ation in Federal OCS decisions. We have provided by regulation for 
thorough consideration of State views at strategic points in the leas 
ing process, and we have already established advisory boards with 
State representation. I believe these measures are sufficient; we arc in 
fact now enjoying a productive and open discussion of issues with 
States. I urge you to consider that OCS resources are a national asset,

• " *» ._ * * * . • . * « .« * •* . i .

gram are better than Federal ones, would be a serious error.
8. Development plum.—Both S. 521 and your Committee Print re 

quire that development plans include information about facilities 
which are onshore and therefore outside Federal jurisdiction, and 
that these plans must be approved by the Secretary before develop 
ment proceeds. The effect of these provisions is to require exercise of 
Federal permitting authority within State jurisdiction. We do not 
think this is wise, either from the States' viewpoint or our own. To 
the extent possible, basic land use decisions for State lands should be 
the States' responsibility. Our own regulations limit the content of the 
development plan to Federal, jurisdiction, but provide for submission 
of added information to States about onshore facilities. We believe 
this procedure is far better than the one called for in your Committee 
Print.

We oppose the provision which prohibits the Secretary from re 
quiring any modification in a development plan which would be in 
consistent with an approved State coastal zone management program 
or with any valid exercise of authority by the State involved or any of 
its political subdivisions. This goes far beyond the existing provisions 
of the Coastal Zone Management Act which require Federal activities 
to be, "to the maximum extent practicable," consistent with approved 
State management programs. The phrase "any valid exercise of au 
thority" woulu ruoiiire that the Secretary's views of the public and 
national interest always give way to State and local views, and the 
phase is so broad and vague that its full consequences are impossible 
to predict. Furthermore, the circumstances under which the Secretary

approve ._ .......
of the lessee so long as they do not adversely affect the public interest. 

9. Data submission and release.—Both your Committee print and S. 
521 contain provisions concerning geophysical and geological data 
which could be extremely harmful to the OCS leasing program. In 
general I feel that this matter is so complex, and so rapidly changing 
as data-gathering technology develops, that the details of data sub-
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mission and release should be left to Departmental regulation, and 
should not be enacted in statute. The term "interpretation" is not easy

ifidentiality of their interpretations. For some types 
terpretations, and under some circumstances, it is probably unwise or 
unenforceable to require their submission. I urge you to make such a 
requirement discretionary with the Secretary. We are confident that 
the interpretive capacity of the U.S. Geological Survey is sufficient to 
protect the public interest without a blanket requirement that all com 
pany interpretations be made available. I urge you also to give the 
Secretary discretion in making proprietary data available to State 
and local governments and advisory boards. Protection of confiden 
tiality becomes essentially impossible otherwise; and in any case, many 
of these data are generally available to governments at a proportionate 
share of their cost.

10. Impact Aid.—As you know, the Administration has recently 
introduced a plan for Federal energy development impact aid. I 
believe that it more nearly fits the need for such assistance than the 
provisions of either S. 521 or the amendments to the Coastal Zone Act 
which are now under Congressional consideration and which the Ad 
ministration strongly opposes. I have already urged, in a letter to the 
Speaker, that favorable attention be given to our proposal.

11. Baseline, studies.—The provisions in both your Committee Print 
and S. f>2l on environmental baseline studies should, in my opinion, 
be eliminated. This study program was initiated some time ago by the 
Interior Department, and is now being pursued vigorously. Writing 
it into law serves no apparent purpose, and may be disadvantageous 
should it later become clear that other methods of environmental 
investigation are preferable. The scope of the studies as described by 
the print is so broad as to include much information which would be 
of little or no value for regulating operations or evaluating a proposed 
development plan, but which could serve as a basis for litigation. 
Moreover, requiring that the studies be executed by NOAA rather 
than by Interior would be a serious handicap 'both to the studies and 
to the leasing program. The scientific capabilities of NOAA arc now 
being fully used in this program: over half of the studies are being 
managed by NOAA under Interior direction, and many are being sub 
contracted by NOAA to the private sector. It is essential that these 
studies l*i designed and timed to serve Interior's decision-making 
needs in the OCS program, and that they be closely coordinated with 
it. We do not believe tins can be done adequately if Interior is deprived 
of control over the program. We believe that the provision of your 
Committee Print would result in less effective, higher cost studies, 
delays in the leasing program, and reduced environmental protection.

12. Joint bidding limitation.—As you know, the Interior Depart-

Energy Policy
Conservation Act in December. Your Committee Print would reduce 
the production figure from 1.6 million to 750 thousand barrels per day. 
Joint bidding is generally a desirable practice,'because it enables com 
panies to enter the bidding which would otherwise be barred by their
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small size or by inadequate geological expertise. Our analysis indicates 
that it is unnecessary for two or more companies of the 1.6 million bar 
rel per day size range to combine to uehieve these advantages, but we 
know of no sound basis for reducing the size threshhold to 750 thou 
sand barrels a day. I urge you to strike this provision from your print, 
since it may seriously handicap some medium-sized firms, reduce com 
petition for OCS leases and deprive the taxpayer of a proper return 
for development of the resources,

13. 008 leasing program.—The provision for a required 5-year 
leasing program provides a fertile field for delaying and harassing 
litigation by those opposed to OCS leasing. The program is supposed 
to be one that "will best meet national energy needs." The program 
must consider "all of the economic, social, and environmental values 
of the renewable and nonrenewable resources contained in the shelf 
and the potential impact of oil and gas exploration on other resource 
values of the Outer Continental Shelf and the marine, coastal, and 
human environments." The requirements of the print for timing and 
locating OCS activities among the OCS regions described in new Sec. 
18(a) 2(A) through (G) include a great variety and volume of infor 
mation that could be criticized for incompleteness or inadequacy, and 
that could be interpreted in ways other than those selected for the pro 
gram. Furthermore, while we think that timing and location decisions 
should consider "laws, goals, and policies of adjacent coastal States 
and other affected States "we strongly oppose requiring such decisions 
to 1)0 based on them. The provision in new Sec. 18 (a) (3) that areas 
with the least potential for environmental damage greatest potential 
for discovery of oil and gas. and least adverse impact on the coastal 
zone are to be leased first, to the maximum extent possible, is internally 
contradictory and could not be complied with by any actual schedule. 
The Department in making its leasing decisions considers such mat 
ters to the extent that they are relevant. Including such detailed 
requirements in law can only generate litigation and delay.

14. Limitations on export.—The Administration strongly opposes 
tho provision requiring that exports found by the President to be in 
the national interest shall cease if Congress passes a concurrent Teso* 
lution of disapproval within 60 calendar days of the President's find-' 
inir. The Department of Justice has consistently found that such pro 
visions infringe on the constitutional responsibilities of the Executive 
Branch.

We have other maior concerns about your Committee Print in addi 
tion to the serious objections I have listed, and we plan to furnish these 
shortlv to vour Committee for use in its mark-up. We are firmly of the 
view that the deficiencies we have identified must be corrected, and my 
stuff and I are prepared to discuss them with the Committee and its 
staff in detail.

We will be happy to provide any information you desire, and we 
will continue to advise of policv and other developments with respect 
to the outer continental shelf. Your proper concern for assuring that 
OCS resources are mana«»ed in the public interest, will. I hope, not be 
mistakenlv manifested in legislation which the President could not 
approve. We will be pleased to work with you to avoid such an 
outcome.
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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 
Administration's program. 

Sincerely yours,
THOMAS S- KLEPPE, 

Secretary of the Interior.

DEPARTMENT or THE NAVT, 
OFFICE OF LEGISLATIVE AFFAIRS, 
Washington, D.C., November 10,1975. 

Hon. JOHN M. MTTRPHT,
Chairman, Ad-Hoc Select Committee on Outer Continental Shelf, 

Route of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN : This is in response to your letter of October 

14,1975, which dnvited the Secretary of the Navy, Mr. Middendorf, 
to participate in the hearings on H.R. 6218 and to present formal 
testimony to your committee on November 20,1975.

Your invitation is sincerely.appreciated but the Secretary's sched 
ule will not permit his attendance.

The proposed legislation has been thoroughly reviewed by the De 
partment of the Navy and appropriate Navy recommendations should 
be reflected in the forthcoming response to you from the Office of the 
General Counsel, Department of Defense.

The Department of the Navy fully agrees that the development of 
these offshore oil and gas resources is critical to our national security. 
Such development is important to both civilian and Department of De 
fense energy requirements, insofar as they reduce our dependence on 
non-domestic sources of supply.

The development of plans to protect these offshore facilities from 
attack or hostile intervention is not an issue to be resolved solely by 
the Navjr. It is rather an issue to be considered and resolved by the 
Joint Chiefs of Staff under the Secretary of Defense. As such I would 
expect that it will be discussed in the Department of Defense response 
to vour committee.

The set of general questions with regard to H.R. 6218, which you ap 
pended to your request, does not refer to matters under the purview of 
the Department of the Navy and comment thereon is deferred to the 
Department of Interior and the Department of Defense witness.

If the Department of the Navy may be of further assistance to the 
committee, please do not hestitate to advise me. 

Sincerely yours,
G. B. R. KlNNEAR II,

R€ * Admiral, U.S. Kavy, Chief of Legislative Affairs.

GENERAL COUNSEL (v THE,
DEPARTMENT OF COMMERCE, 

Washington, D.C., January W, 1976. 
Hon. JOHN M. MTJRPHT,
Chairman, Ad-Hoc Select Committee on the Outer Continental Shelf, 

House of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN : This is in reply to your request for the views 

of this Department concerning H.R. 6218, a bill "to establish a policy
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for the management of oil and natural gas in the Outer Continental 
Shelf; to protect the marine and coastal environment; to amend the 
Outer Continental Shelf Lands Act; and for other purposes," to be 
cited as the "Outer Continental Shelf Lands Act Amendments of 
1975."

Secretary Morton, in his testimony of July 17,1075, given before the 
Ad Hoc Select Committee, stated the Department's reasons for op 
posing this legislation. A copy of the testimony is enclosed for your 
convenience.

We have been advised by the Office of Management and Budget that 
there would be no objection to the submission of our letter to the Con 
gress from the standpoint of the Administration's program. 

Sincerely,
ROBERT ELLEKT, General Count el.

End.:

STATEMENT uv Hox. ROGERS C. B. MORTON
First, Mr. Chairman, I would like to comment on your initiative 

in establishing this Select Ad Hoc Committee. Having served in this 
body, I know it is a difficult matter to obtain consent for the shar 
ing of jurisdictions among the Committees of the House.

I take the pioneering action by the House in establishing this Com 
mittee as recognition of the vital importance to this Nation of our 
Outer Continental Shelf resources. We very definitely need to take 
a comprehensive look at what is at stake in developing offshore oil 
and gas. resources. This Committee, composed as it is of members 
from the Interior, Judiciary, and Merchant Marine and Fisheries 
Committees, seems to me to be well equipped to provide such a 
thorough investigation on behalf of the House.

I call to the Committee's Attention the progress we have made in 
this country in developing offshore oil and gas resources. We have 
come a long way in our technological capabilities in the years since 
the Outer Continental Shelf Lands Act was passed (1953). We have 
developed a highly efficient industry which now operates throughout 
the world. In point of fact, the American offshore industry is the 
envy of many other nations now seeking to develop their own off 
shore resources.

And it is a productive industry. Offshore oil and gas activities in 
this country produced royalty, bonus and rental income totalling $12.5 
billion through 1973. The total value of the oil and gas obtained 
from the Outer Continental Shelf during the years 195.1 to 1973 was 
clmost $16 billion.

We are fortunate that we now have the capability to operate effi 
ciently and safely in ocean waters of increasing depths since develop 
ment of offshore oil and gas is a critically important element in our 
program of energy self sufficiency.

Speedy development of these resources is one of the keystones in our 
plan to meet this country's energy requirements in the 1980's. Given 
the long .lead times required ana despite the vigorous research pro 
grams w« are now mounting, we cannot count on new, alternate 
sources of energy helping very much prior to the late 1980's. I don't
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need to remind- you that in the meantime we are spending $25 bil 
lion a year importing foreign oil and gas products.

It goes without saying .that we must make better, more efficient 
use of our energy. But even the most optimistic estimates of our 
ability to conserve made clear the urgent need to .get to work explor 
ing and developing offshore oil and gas sources.

I want to speak briefly about several relevant Department of Com 
merce programs before dealing specifically with the bill before this 
Committee, H.R. 6218.

I have several responsibilities as Secretary which bear on the issues 
before you. The Department of Commerce has a mission to advise 
the President on Federal policies affecting the industrial and com 
mercial aspects of the economy. The recession we have suffered, in 
part, is a result of having to import huge Quantities of high-priced 
foreign oil, makes a clear case for rapid development of new domestic 
sources of energy for our economy's sake.

As you know, I also serve as Chairman of the Energy Resources 
Council. In this capacity, we are striving to do everything we can 
at the Federal level to clear the way for efficient and environmentally 
safe development of the energy supplies this country requires, both 
for the short-term and the long haul.

Another responsibility of the Department of Commerce, bearing 
directly on the bill before you, is its activities conducted by the Na 
tional Oceanic and Atmospheric Administration. NOAA is the ocean 
fisheries agency of the Government and has the responsibility for 
seeing that these living marine resources are conserved and their 
habitats protected. As a part of its mission, NOAA also supplies the 
bathymetric maps and charts, descriptions of tides and currents, and 
other oceanic and meteorological data needed for offshore develop 
ment.

We have the responsibility for weather and ocean moaitoring, 
prediction of natural hazards, and the responsibility for the opera 
tion of national and environmental data repositories crucial to the 
design of offshore structures. As the civilian ocean agency of the 
Government, NOAA maintains the country's foremost capability in 
ships and aircrafts, satellites, research laboratories, and scientific 
expertise needed to assess the environmental consequences which 
might result from offshore oil and fas production.

Another major responsibility of NOAA of which I want to make 
special mention is the Coastal Zone Management Program. I am in 
hearty agreement with the objectives of this program and will do all 
I can to see that it is carried forward vigorously. It is, after all, the 
only program available to encourage and assist states in doing the kind 
of planning that has become absolutely essential in the Nation's coastal 
regions. Furthermore, it is my intention to review carefully the pro- 
)>oeals now pending before the Congress which would strengthen the 
Coastal Zone Program.

The successful implementation of coastal zone management pro 
grams will enable states in local communities to prepare for the shore- 
side impacts which offshore operations could stimulate. I think we all 
share the belief that strong state coastal zone management programs 
are the key to permitting us to go forward with offshore exploration
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End production with a minimum of environmental and socio-economic 
disturbance. Toward this end, Congress is just now completing action 
on a FY 75 supplemental appropriation request, of the President to 
add $3 million to the planning funds already available in the Coastal 
Zone Management Program specifically to assist states in dealing with 
the onshore impacts of OCS activity in their program development 
efforts.

All of us agree that the establishment of oil and gas activities in 
frontier areas of the Outer Continental Shelf must be approached in 
a di U'erent manner then has been the case in the Gulf of Mexico. In 
genera], coastal areas adjacent to the proposed frontier lease sites have 
not had the kind of exposure to this industry that the Gulf area has 
grown up with. Also governments in these areas have not had experi 
ence in planning for and guiding the location and operation of onshore 
facilities.

It seems to me that the following points must be taken into account 
when considering the establishment of oil and gas activity in new 
areas of our continental shelves:

(1) We must ensure that an adequate mechanism exists whereby po 
tentially affected coastal states'have an opportunity to be heard on 
proposed Federal actions that affect their jurisdictions. As you may 
know, the Interior Department is now in the process of revamping its 
OCS Research Management Advisory Boara to accomplish this end.

(2) Marine environmental baseline programs need to be undertaken 
on a timely fashion and over a sufficiently long period to accurately 
assess the natural resources of the region and their possible vulner 
ability to oil activity. Especially valuable or sensitive tracts should 
be removed from the lease sale.

(3) A fully adequate environmental impact statement pertaining 
to the lease sale and the exploration phase snould be available for full 
public comment and criticism.

(4) The results of the exploration phase should be made available 
to the affected coastal states as quickly and as completely as possible, 
mindful of industry's proprietary rights, to assist them in their plan 
ning activity.

(5) Prior to Federal approval, field development plans describing 
proposed location of oil production platforms, pipelines, and onshore 
facilities should be made public, and should be reconciled with ap 
proved coastal zone management programs of those states that would 
be affected by such a development.

(6) Coastal states should be allowed sufficient time to prepare and 
implement coastal zone management programs prior to the initiation 
of the Held development phase. Given the fact that the initial explora 
tion phase in frontier areas will take at least two years, the first field 
development plans cannot be expected before 1977, at which time the 
affected coastal states plan to have their coastal zone management pro 
grams completed.

I feel that most members of the Select Committee would agree with 
these points. In all likelihood, any differences we might have will cen 
ter around how to achieve them. In my view, most, if not all of 
the features mentioned above can be accomplished under existing law 
by appropriate changes in Department or Interior regulations and
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procedures. Aa I think you know, aerious studies are now underway 
within that Department to achieve these objectives. If it turns out that 
certain desirable changes can only be obtained through changes in the 
law, I will urge the Administration to support legislation to accom 
plish these changes.

Two additional aspect* of the OCS issue should be mentioned. In 
my March 14 testimony before the Senate, I mentioned that studies 
were also underway within the Administration concerning OCS im 
pact assistance or sharing of a portion of the revenues obtained from 
OCS oil and gas production with the coastal states and the matter of 
liability against damages caused by this oil activity. While there has 
been some progress in the development of the Administration's think 
ing concerning the revenue sharing issue, I am not yet able to report 
the final result. Concerning liability legislation, the Administration 
now plans to complete its work in the near future and to forward rec 
ommended legislation to the Congress shortly thereafter.

Before responding to the questions provided me by Chairman 
Murphy, I'd like to comment specificallyon. several portions of H.R. 
6218.

Two of these are contained in Section 20 of the bill, which allows 
Congress to enter directly into the lease process by having a veto over 
proposed sale of OCS lands, and the other allows states to delay a 
lease sale for up to three years.

The twin delay provisions seem to me to be inappropriate on several 
grounds, r, Basically, I am opposed to them because they perpetuate 
antagonism,between the states and the Federal Government. Because 
of the importance of making progress in developing our OCS re 
sources, we must have a real spirit of cooperation among our different 
levels of government. In fact, I think we're now well on our way to 
having a basic accommodation of the views of the states and the na 
tional government on OCS matters.

I think we can work together. Allowing a three-year veto in effect 
by a state government is not something I believe the governors support. 
The National Governor's Conference in February of this year, while 
making many constructive suggestions about changes in OCS proce 
dures, came out squarely for expansion of this source of energy now. 
Their February 20 statement approved going ahead with lease sales, 
for instance, because they know we have to allow exploratory drilling 
before we can determine whether there is any oil or gas under the 
Atlantic, for instance. Until exploratory wells are actually drilled, we 
are speculating about the size of our OCS resource.

The suggestion that Congress intervene in the lease sale process 
after the plans are submitted to the states seems to be undesirable. 
Decisions on where to conduct lease sales are highly technical, based 
on the. best scientific and technical data on possible offshore fields, 
and have been successfully conducted over the years under broad 
Congressional authorization.

What the coastal states seek, if I understand their expressions cor 
rectly, is not the kind of veto H.R. 0218 contains, but rather an op 
portunity to review and carefully gauge the implications of industry- 
prepared field development plans after the exploration phase has 
been completed. Coastal states feel they must be able to review in-
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dustry's intentions with regard to nearshore and onshore facilities 
and must have an opportunity to reconcile these plans with their coastal 
management programs. The Governors' Conference statement of Feb 
ruary 20, makes this clear—"The Governors believe that it is in the 
public interest to promptly explore the OCS to determine the extent 
of energy resources that exist. However, the exploration program of 
an OCS tract must be separated from the decision to develop and com 
mercially produce that tract.,"

I believe that the Federal consistency provision in>the Coastal Zone 
Management Act provides an adequate tie between Federal approval 
of a proposed field development plan and Federally approved state 
coastal zone management program in the adjacent state. In my view, 
the present OCS law permits the kind of separation envisaged above 
and, as I mentioned earlier, the Interior Department is now in the 
process of taking a thorough look at this suggestion. My principal 
concern with the separation concept, of course, centers on the possible 
delays that could be generated. I feel strongly that any administrative 
or legislative change that creates this separation ought also to set a 
clear timetable mm establish specific criteria against which the Sec 
retary of the Interior would review and approve field development 
plans.

The prevision in Section 19 that Federal exploratory drilling be 
studied seems to me to be undesirable and unlikely to produce benefi 
cial results. While the Department of the Interior witnesses can dis 
cuss this more fully with you, I would mention that a sizable num 
ber of bonus bids are turned down as inadequate by the government, 
indicating that there is not blind acceptance of industry bids. Also, 
the Geological Survey possesses as much information as industry 
about resource potentials since the results of geophysical surveys and 
drilling arc filed with it on a confidential basis. I sincerely question 
whether or not we want the taxpayers' money spent on the often 
frustrating process of exploration when we presently have a system 
that brings billions of dollars into the Federal treasury and is cer 
tain to bring in still more in the years ahead.

Several sections of H.R. 6218 appear to be unnecessary. Among these 
is the. provision in Section 202 for different types of lease arrangements. 
The. Interior Department has experimented with different bonus bid 
and royalty combinations and I trust will continue to explore alternate 
possibilities to ensure that the public derive the maximum benefit from 
the sale of OCS lands. Authority now exists for these alternates to be 
tried out.

Before concluding, I would like to discuss the provision in Section 21 
culling for NOAA to conduct environmental'baseline studies of areas 
being considered for lease sale. I can fully understand your intentions, 
Mr. Chairman, in including this provision in your legislation.,In many 
ways, it makes good sense to have an outside organization responsible 
for undertaking the environmental assessments needed for rational and 
safe OCS development. Yet it is a fundamental tenant of the National 
Environmental Policy Act that the Federal agency responsible for 
taking the action (in this case, the leasing of a portion of the OCS) is 
also responsible for the, preparation of the environmental impact state 
ment including the acquisition of the necessary environmental data.
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This is to insure that environmental considerations are taken into ac 
count in the basic decision-making process. In balance, we prefer to re 
tain the present division of responsibility recognizing that the Depart 
ment of the Interior will frequently turn to organizations such as 
NOAA to actually conduct the required environmental work in their 
behalf. In fact, in the case of the Alaskan OCS, NOAA's Environ 
mental Research Laboratory under contract to DOI's Bureau of Land 
Management will be involved in a most exhaustive survey of-marine 
and coastal resources involving a full range of government and uni 
versity experts.

In conclusion, Mr: Chairman, I want again to commend the Select 
Committee for its study of this important problem. Your recent eleven- 
hour hearing on a. Saturday in New Orleans, during which I under 
stand you heard thirty witnesses and took six hundred pages of 
testimony is a clear indication of the committee's dedication to this 
important task. The Administration stands ready to work with your 
Committee in any way you suggest to constructively resolve any 
problems that remain concerning the Outer Continental Shelf oil and 
gas program. We know that the ultimate success of the program rests 
upon thercooperative efforts of the Administration, the Congress, the 
people of the coastal states and the communities likely to be affected 
and the private sector.

Thank You.
With your permission, Mr. Chairman, I would now like to submit 

for the record my answers to the questions that you forwarded in your 
letter of May 27,1975. , -

RESPONSES TO QUESTIONS CONTAINED IN CHAIRMAN MURPHY'8 MAY'27
LETTER

1.1 believe that the Department of Commerce has adequate oppor 
tunity to make its views known during the OCS leasing process. If, as 
I Ixjcome more, familiar with Commerce programs, I find that this is 
not the case, I can assure you that I will work to remedy the situation 
as quickly as possible. At present, NOAA serves on the DOI O<OS Ad 
visory Committee I mentioned earlier. The Office of Coastal Zone 
Management, which you asked about specifically, has been in close 
contact with the officials of the ,'fnterior Department responsible for 
OCS policy and I can assure you that the Office of Coastal Zone Man 
agement has been a very effective proponent of the views of the coastal 
states in these discussions. As I have also mentioned above, NOAA has 
a major input into the environmental studies which precede actual 
lease sales. And as President Ford has publicly stated, if environ 
mental studies determine that offshore activity poses an unacceptable 
risk, there will be no sale. The National Manne'Fisheries Service and 
other parts of the Department also comment in detail on environmental 
impact statements prepared by the Department of the Interior preced 
ing specific lease sales. Our comments, together with those of other 
Federal agencies, become a part of the record that attaches to the 
final BIS."

2. There ani many potentially harmful impacts on our fishing indus 
try from offshore oil and gas development. Probably the most serious 
threat is from the alteration that can take place in the coastal wetlands
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which form the natural habitat for the great majority of our commer 
cial species at some point in their development. Oil spill damage, pipe 
line dredging or other forms of alteration brought about by the off 
shore industry have to be carefully controlled. I might say here that 
the performance of the industry in this area has improved in that much 
more sensitivity to the value of wetland areas is now being shown than 
in the past.

The effects of seismic operations are generally not of lasting signif 
icance, since the industry perfected a technique of generating shock 
waves using rapidly expanding gases in place of the former dynamite 
charge technique. This approach coupled with judicious timing of 
seismic studies, has done much to reduce damage to marine resources. 
NOAA will work with the concerned States to insure that situations 
that might conceivably result in significant fish kills will be monitored 
and appropriate action taken.

Hie National Marine Fisheries Service does not administer a finan 
cial assistance program which would provide compensation to fisher 
men for loss of fishing gear, arising from OCS operations. Special 
legislation would be needed to permit National Marine Fisheries 
Service to be responsive to this neea.

Shallow buried or uriburi'ed pipelines, exposed wellheads and debris 
from oil and'gas operations do at times impair commercial fishing ac 
tivities by causing nets to be fouled or damaged. The National Marine 
Fisheries Service believes that most of these impacts can be minimized 
by the use of sound engineering and pollution control practices. 
NO A A proposes to work" with DOI authorities to the end that such 
principles are followed. Oil spills and continuous leaks can directly 
and adversely affect marine organisms particularly where relatively 
immobile forms such as shellfish and larval fin fish are concerned. 
Equally, if not more important, are the indirect adverse effects brought 
about by reduction of habitat productivity.

The Department is, of course, concerned over the potential impacts 
of oil and gas development on long-standing fishing areas, such as 
Bristol Bay, Alaska, and Georges Bank off the northeast coast. If oil 
and gas development is to occur in such areas, careful joint planning, 
and coordination will be required to avoid potentially serious con 
flicts and damages.

NOAA. sees no special problems peculiar to development of offshore 
oil and gas in fishing areas of rugged physiographic character. Simi 
larly, OCS development is not expected to directly affect the tempera 
ture of marine waters except to the extent that ancillary developments 
n.e.j powerplants, petro-chemical complexes) could use ocean waters 
for cooling. Clearly, the design and location of such facilities has to 
take account of the potential damage to important fish populations.

We. do not anticipate significant conflicts M-ith the fishim? industry 
for port facilities, except possibly in those areas which are sparsely . 
populated. Many coastal areas of the United States have sufficient 
port 'facilities to handle both commercial fishing vessels and OCS 
support craft. However, in Alaska, where most existing ports are 
small, facilities may'be sorely taxed. In-a few instances/completely 
new facilities to construct and service offshore rigs and platforms 
may be needed.
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Offshore oil development could result in a movement of labor out of 

the fishing industry. Recent reports from Alaska, for example, have in 
dicated that laborers are being paid extremely high wages for work 
in activities related to oil development. However, oil-related jobs in 
many cases require specialized skills which fishermen would not, in 
general, possess.

Oil and gas drilling rigs appear to affect fishing in several ways. 
Such installations do not, of course, affect the basic productively of 
the adjacent ocean. Nevertheless, the rigs arid platforms function as 
an extension of habitat for many reef-associated organisms. As such, 
they often provide excellent sites for marine sport fishing. On the 
other hand, these structures do provide an obstruction for commercial 
fishing activities. Clearly, if the OCS were to become cluttered with 
platforms and other obstructions, the adverse impacts could be great. 
We do not anticipate that OCS development will require substantial 
dredging of canals. When dredging is required for the laying of pipe 
lines from the OCS, we expect that to the extent possible they will be 
placed in areas which are not critically important habitats. Siting of 
pipelines in non-sensitive areas, coupled with sound engineering prac 
tices, can minimize adverse environmental impacts. Here again, our 

. people will work with Department of the Interior personnel to insure 
that the habitat is given appropriate consideration.

3. The National Marine Fisheries Service has been cooperating 
closely with the Fish and Wildlife Service in the DOI on the con 
cerns outlined in question two. Methods of improving this coopera 
tion are under discussion. There is awareness in both Departments of 
the need to utilize the expertise that each possesses to insure that the 
national interest js -served and that the taxpayers receive, full value 
from their investment in skilled personnel.

4. The major commercial fisheries of the United States are identified 
in numerous publications of the Fisheries Service. Furthermore, 
NMFS is now engaged in a program to substantially improve and 
refine our understanding concerning the location and temporal varia 
tion of the fisheries off the coasts of the United States.

5. This question deals with Section 20 which I have discussed in 
my testimony. It is my belief that the present system, together with 
the reforms under discussion, provides sufficient time and input for 
the states.

6. I have also covered this question in'my testimony, namely, that 
we oppose providing governors with the authority to delay leasing for 
three years because of the urgent need to begin to obtain information 
on the location and size of oil and gas resources off our coasts. Until 
this is done, sensible plans both for offshore development and onshore 
coastal management cannot be undertaken.

7. This question needs to be understood because it raises an impor 
tant question of timing. As mentioned above, we feel strongly that 
the leasing of frontier areas should proceed. I quoted in the testimony 
the National Governors Conference statement endorsing this, with 
their proviso that full field development plans be made available. We 
do not feel it necessary to tie leasing to the progress of state coastal 
zone management propcrams. Indeed, until the exploratory drilling 
takes place, which the leasing authorizes, states do not know whether
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oil and gas deposits exist off their shores in commercial quantities and 
until that essential fact is determined, neither industry nor the states 
can mnke plans for the type, size and location of support facilities 
that will be needed.

As I mentioned, it is our belief that the present schedule, .where all, 
coastal states plan to complete coastal zone management programs by 
the fall of 1977, will harmonize with prompt leasing sales. That is 
because it will take at least two years to complete initial exploratory 
operations in frontier areas. Therefore, 'detailed field development 
plans would come only after the potentially affected states have 
approved coastal zone management programs. As I stated earlier, the 
location of the onshore support facilities needed for offshore produc 
tion would have to be reconciled with the state-prepared and Federally 
approved programs.

I would add one word of warning. If the states delay, we could 
have a situation where offshore development and production precedes 
implementation of a state's coastal- zone management program. This 
in my opinion would not be desirable and hence, I will do all in my 
power to support and encourage timely completion of state and coastal 
programs. •••

8. As-to-studies undertaken on onshore impacts, several activities 
are worthy of menypn. Among individual state coastal zone manage 
ment program efforts, there are. a number of investigations underway 
to get solid information on what the introduction of the offshore in 
dustry into new areas will mean. A good deal of this work is being 
conducted with support from NOAA's Sea Grant college program. 
Additionally, the Office of Technology Assessment of the Congress is 
undertaking a substantial study which is focusing on potential onshore 
impacts in the New Jersey and Delaware area. Finally, NOAA is 
planning to join the National Science Foundation and the Department 
of the Interior in a major investigation of the methodology for deter 
mining onshore impacts of offshore oil and gas development.

XII. OHAXOKS ix EXISTING LAW MADK BY THE Bux, AS REPORTED

In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing, law made by the bill, as re 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman):

OUTER CONTINENTAL SHELF LANDS ACT 
(43 U.S.C. 188J-43)

SEC. 2. DEFINITIONS.—When used in this Act—
(a) The term "outer Continental Shelf means all submerged lands 

lying seaward and outside of the area of lands beneath navigable 
waters as defined in section 2 of the Submerged Lands Act (Public 
Law 31, Eighty-third Congress, first session), and of which the sub 
soil and seabed appertain to the United States and are subject to its 
jurisdiction and control;
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(b) The term "Secretary" means the Secretary of the Interior;
|(c) The term "mineral lease" means any form of authorization for 

the exploration for, or development or removal of deposits of, oil, gas, 
or other minerals; and]

(c) The term "lease" means any form of authorization which is 
issued under section 8 or maintained under section 6 of this Act and 
which authorizes exploration for, and development and production of, 
deposits of oil, gat, or other minerals;

(d) The term "person" includes, in addition to a natural person, an 
association, a State, a political subdivision of a State, or a private, 
public, or municipal corporation^.] /

(e) The term "coastal zone" means the coastal waters (including 
the lands therein and thereunder) and the adjacent shorelands (inclua- 
inq the water's therein and thereunder), strongly influenced by each 
other and'in proximity to the shorelines of the several coastal States, 
and includes islands, transitional and intertidal areas, salt mdrshet, 
wetlands, and beaches, which zone extends seaward to the outer limit 
of the United States territorial sea and extends inland'from the shore- 
Imes to the extent necessary to control shorelands, the uses of which 
have a direct and significant impact on the coastal waters, and the 
inward boundaries of which may be identified by the several coastal 
States, pursuant to the authority of section 305(o) (1) of the Coastal 
Zone Management Act of 1972 (16 U.S.C. 1454(b)(l));

(f) The term "coastal State" means a State of the United States tw, 
or bordering on, the Atlantic, Pacific, or Arctic Ocean, the Gulf of 
Mexico, or Long Inland Sound, or one or more of the Great Lakes, and 
such term includes Puerto Rico, the Virgin Islands, Guam, and Amer 
ican Samoa;

(g) -The term "aflected State" means, with respect to any program, 
platy lease sale, or other activity, proposed, conducted, or approved 
pursuant to the provisions of this Act, any State—

(1) the taws of which are declared, pursuant to section 4(&) (f) 
of this Act, to be the law of the United States for the portion of 
me outer Contiiiental Shelf on which such activity is, or is pro 
posed to be, conducted;

(£) which is or « proposed to be directly connected by trans 
portation facilities to any artificial island or structure referred 
to in section 4 (a) (1) of this Act;

(3) which is receiving, or in accordance with the proposed ac 
tivity, will receive, oil for processing, refining, or transshipment 
which was extracted from- the outer Continental Shelf and trans 
ported by means of vessels or by a combination of means including 
vessels;

(4) which is designated by the Secretary as a State in which 
there is a substantial probability of significant impact on or ddmr 
age to the coastal, marine, or human environment, or a State in 
which there icitt be significant changes in the social, governmen 
tal, or economic infrastructure, resulting from the exploration, 
development, and production of oil and gas anywhere on the outer 
Continental Shelf; or *.

(6) in, which the Secvetary finds that there is, or will be, a sig 
nificant risk of serious damage, due to factors such at prevailing

10-111 O - Tl -
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winds and currents, to the marine or coastal environment in the 
event of any oilspill, blowout, or release of oil or gas from vessels, 
pipelines, or other transshipment'facilities}

(A) The term "marine environment" meant the physical, atmos 
pheric, and biological components, conditions, and factors which inter 
actively determine the productivity, state, condition, and quality of the 
marine ecosystem; including the waters of the high seas, the contiguous 
zone, transitional and intertidal areas, salt marshes, and wetlands 
within the coastal zone and on the outer Continental Shelf of the 
United States;

(i) The term-"coastal environment" means the physical, atmos 
pheric, and biological components, conditions, and factors which inter 
actively determine the productivity, state, condition, and quality of the 
terrestrial ecosystem from the shoreline inward to the boundaries of 
the coastal zone;

(j) The term "human environment" means the physical, esthetic, 
social, tmd economic components, conditions, and factors which inter 
actively determine the state, condition, and quality of living condi 
tions, recreation, air and water, employment, and health of those af 
fected, directly or indirectly, by activities occurring in the outer Con 
tinental Shelf of the United States;

(k) The term '•'•Governor" means the Governor of a State, or the 
person or entity designated by, or pursuant to, State law to exercise the 
powers granted to such Governor pursuant to this Act;

(1) The term "exploration" means the process of searching for oil, 
natural gas, or other minerals, including (1) geophysical surveys 
where magnetic, gravity, seismic, or other systems are used to detect 
or imply the presence of such resources, and (£) any drilling, whether 
on or off known geological structures, including the drilling of a well 
in which a discovery of oil or natural gas in commercial quantities is 
made, and the drilling of any additional delineation well after such 
discovery which is needed to delineate any reservoir and to enable 
the lessee to determine whether to proceed with development and 
production;

(m) The term "development" ineans those activities which take 
place following discovery of oil, natural gas, or other ininerals in com 
mercial quantities, including geophysical activity, drilling, platform 
construction, and operation of all on-shore suvport'facilities, and 
which are for the purpose of ultimately producing the resources 
discovered;

(n) The term "production" means those activities which take place 
after the successful completion of any means for the removal of re 
sources,, including such removal, field operations, transfer^ of oil, nat 
ural gas, or other minerals to shore, opsraticn monitoring, mainte 
nance., and work-over drilling;

(o) The term "antitrust law" means—
(1) the Act entitled "An Act to protected trade and commerce 

against unlawful- restraints and monopolies", approved July 8, 
1890(16U.S.C.letseq.);

(£) the Act entitled "An Act to supplement existing laws 
against unlawful restraints and- monopolies, and for other pur 
poses", approved October 15, 1914 (15 UJS.G. 12 et teg.); 

(3) the Federal Trade Commission Act (15 UJS.G. 41 et seq.)}
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(4) sections 73 and 74 of the Act entitled "An Act to reduce 

taxation, to provide revenue for the Government, and for other 
purposes", approved August 87,1894 (15 UJS.C. 8 and 9);

(6) the Act of June 19,1936, chapter 692 (16 U.S.C. 13,13a, 
13b, and 21a):

(p\ The term "fair market value" means the value of any oil, gas, 
or other mineral (1) computed at a unit price equivalent to the aver 
age unit price at 'which such mineral was sold pursuant to a lease dur 
ing the period for which any royalty or net profit share is accrued 
or reserved to the United States pursuant to such lease, or (2) if there 
were no such sales, or if the Secretary finds that there were an insuffi 
cient number of such sales to equitably determine such value, com 
puted at the average unit price at which such mineral was sold pur 
suant to other leases in the same region of the outer Continental Shelf

at an appropriate price determined by the Secretary ; and
(q) The term "major Federal action" means any action or proposal 

by the Secretaw which is subject to the provisions of section 108 
(2) (C) of the National Environmental Policy Act of 1969 (J& U.S.C.

[SBC. 3. JinusDionoN OVER OUTER CONTINENTAL SHELF. — (a) It is 
hereby declared to be the policy of the United States that the subsoil 
and seabed of the outer Continental Sh'?lf appertain to the United 
States and are subject to its jurisdiction, control, and power of dis 
position as provided in this Act.

r(b) Tins Act shall be construed in such manner that the character 
as nigh seas of the waters above the outer Continental Shelf and the 
right to. navigation and fishing therein shall not be affected.]

Sad 3. NATIONAL POLICY WR THE OVTKR CONTINKKTAL SuKLr.—It is 
hereby declared to be the policy of the United States that —

(1) the subsoil and seabed of the outer Continental Shelf apper 
tain to the United States and are subject to its jurisdiction,, con 
trol, and power of disposition, as provided in this Act;

(£) this Act shall be construed in such a manner that the char 
acter of the waters above the outer Continental &?ietf as high 
seas ana the right to navigation and fishing therein shall not be 
affected;

(3) the outer Continental Shelf is a vital national resource 
reserve held by the Federal Government for the public, which 
should be made available, for orderly development, subject to en 
vironmental safeguards, in a. manner which it consistent with the 
maintenance of competition and other national needs;

(4) since exploration, development, and production of the min 
eral. resources of the outer Continental Shelf will have significant- 
impacts on coastal and non-coastal areas of the coastal States, and 
on other affected States, and, in recognition of the national inter 
est in the effective management of the marine, coastal, and human 
environments —

(A) such States may require assistance in protecting their 
coastal tones and other affected areas from any temporary 
or permanent adverse effects of such impacts/ and
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(B) such States are entitled to an opportunity to partici 
pate, to the extent consistent 'with the national interest, in 
the policy and planning decisions made by the Federal Gov 
ernment relating to exploration for, ana development and 
productioff, of, mineral resources of the outer Continentalshelf,- ; •

(5) the rights and responsibilities of all States to preserve and 
protect their marine, human, and coastal environments through 
such, means as regulation of land, air, and water uses,,of safety, 
and of related development and activity should be considered and 
recognized; and

(6) operations in the outer Continental Shelf should "be con 
ducted ^n a safe manner by well-trained personnel using tech 
nology, precautions, and techniques sufficient to prevent or mini 
mize the likelihood of blowouts, loss of -well control, fires, spill 
ages, physical obstruction, to other users of the waters or subsoil 
and seabed, or other occurrences which may cause damage to the 
environment or to property, or endanger life or health. 

SKC. 4. LAWS ATTMCABM: TO OUTKR CONTINENTAL SHELF.—(a) (1) 
The Constitution and laws and civil and political jurisdiction of the 
United States are hereby extended to the subsoil and seabed of the 
outer Continental Shelf and to all artificial islands [and fixed-struc 
tures], and all structures permanently or temporarily attached to the 
seabed, which may be erected thereon for the purpose of exploring 
for, developing, [removing, and transporting resources therefrom], or 
producing resources therefrom, or any such structure, (other than a 
ship or vessel) for the purpose of transporting such resources, to the 
same extent as if the outer Continental Shelf were an area of exclu 
sive Federal jurisdiction located within a State: Provided, however, 
That, mineral leases on the outer Continental Shelf shall be main 
tained or issued only under the provisions of this Act.

[(2) 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 ix>rtion 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, and the President shall deter 
mine and publish in the Federal Register such projected lines extend 
ing seaward and defining each such area. All of such applicable laws 
shall be administered and enforced by the appropriate officers and 
courts of the United States. State taxation laws shall not apply to the 
outer Continental Shelf.]

(2) (A) To the extent that they are applicable and not inconsistent 
with this Act or with other Federal laws and regulation* of the Sec 
retary tioio in effect or hereafter adopted, the civil and criminal laws 
of each coastal State adjacent to the outer Co'ntinental Shelf, as in 
effect on the date of enactment of this paragraph, are. hereby declared 
to be the law of the United States for that portion of the tntbsoil and 
seabed of the outer Continental Shelf, and those artificial islands and



structures referred to in paragraph (1) of this subsection, which 
would be within the area- of such State if its boundaries were ex 
tended seaward to the outer margin of the outer Continental Shelf. 
After such date of enactment-r-

(i) any change in any criminal taw of such State shall be 
adopted as the law of the United States, for purposes of this 
paragraph, at the same time such change takes effect in such 
State; and

(ii) any change in any civil law of such State during the five- 
year period beginning on such date of enactment shall be adopted 
as the law of the United States, for purposes of this paragraph, 
at the end of such five-year period, and any change during -any 
subsequent five-year period shall be adopted in the same manner 
at the end of the five-year period in which such change occurs. 

Within one year after the date of enactment of this paragraph, 
the President shall determine and publish -in the Federal Register 
projected lines extending seaward and defining each such area. The 
President may, prior to such determination establish procedures for 
settling any outstanding boundary disputes relating to the projection 
of such lines. All of such applicable and consistent State laws shall be 
administered and enforced by the appropriate officers and courts of 
the United States. State taxation laws shall not apply to the miter 
Continental Shelf.

(B) Within one year after the date of enactment of this paragraph, 
the President shall establish procedures for settling any outstanding 
international boundary dispute respecting the outher Continental 
Shelf, including .any dispute .involving international boundaries be 
tween the jurisdictions of the United States and Canada and between 
the jurisdictions of the United States and Mexico. 

• (3) The provisions of this section for adoption of State law as the 
law of the United States shall never be interpreted as a basis for 
claiming any interest in or jurisdiction on behalf of any State for any 
purpose over the seabed and subsoil of the outer Continental Shelf, or 
the property and natural resources thereof or the revenues therefrom, 

[(b) The United States district courts shall have original jurisdic 
tion of cases and controversies arising out of or in connection with any 
operations conducted on the outer Continental Shelf for the purpose 
of exploring for, developing, removing or transporting by pipeline the 
natural resources, or involving rights to the natural resources of the 
subsoil and seabed of the outer Continental Shelf, and proceedings 
with respect to any such case or controversy may be instituted in the 
judicial district in which any defendant resides or may be found, or 
in the judicial district of the adjacent State nearest the place where 
the cause of action arose.}

|c] (b) With respect to disability or death of an employee resulting 
from any injury occurring as the result of operations described in 
subsection (b), compensation shall be payable under the provisions of 
ihe Longshoremen's and Harbor Workers' Compensation Act. For 
the purposes of the extension of the provisions of the Longshoremen's 
and Harbor Workers' Compensation Act under this section—

(1) the term "employee" does not include a master or member 
of a crew of any vessel, or an officer or employee of the United
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States, or of any agency thereof or of any State or foreign govern 
ment, or of any political subdivision thereof;

(2) the term "employer" means an employer any of whose 
employees are employed in such operations; and

(3) the term "United States" when used in a geographical 
sence includes the outer Continental Shelf and artificial islands 
and fixed structures thereon.

[d] (c) For the purposes of the National Labor Relations Act, 
[as amended,] any unfair labor practice, as defined in such Act, oc 
curring upon any artificial island or fixed structure referred to in sub 
section (a) of'this section shall be deemed to have occurred within the 
judicial district of the [adjacent] coastal State, the laws of which ap 
ply to such, artificial island or structure pursuant to fitch subsection, 
except that until the President determines the areas iirithin which, 
such State Jaws are applicable, the, judicial district shall be that of the 
coastal State nearest the place of location of such artificial island or 
structure.

[e] (d) (1) The [head] Secretary of the Department in which 
the Coast Guard is operating .shall have authority to promulgate and 
enforce such reasonable regulations with respect to lights and other 
warning devices, safety equipment, and other matters relating to the 
promotion of safety of life and property on the artificial islands and 
structures referred to in subsection (a) or on the waters adjacent 
thereto, as he may deem necessary.

(2) The [head] Secretary of the Department in which the Coast 
Guard is operating [may] shall mark for the protection of naviga 
tion any £such] artificial island or structure [whenever the owner has 
failed suitably to mark the same in accordance with regulations is 
sued hereunder, and the owner shall pay the cost thereof. Any per 
son, firm, company, or corporation who shall fail or refuse to obey 
any of the lawful rules and regulations issued hereunder shall be 
guilty of a misdemeanor and shall'be fined not more than $100 for each 
offense. Each day during which such violation shall continue shall be 
considered a new offonse.] referred to in subsection (a) 'whenever 
the owner has failed suitably to mark such-inland or structure in ac 
cordance, with- regulations fanned under this Act. and the owner shall 
pay the cost of such marking.

[(f)](<?) The authority of the Secretary of the Army to prevent 
obstruction to navigation in the navigable waters of the United States 
is hereby extended to [artificial islands and fixed structures located 
on the outer Continental Shelf.] the artifcial islands and structures, 
refei'red- to in subsection (a) .

[(#)](/) The specific application by this section of certain pro 
visions of law to the subsoil and seabed of the outer Continental 
Shelf and the artificial islands and [fixed] structures referred to in 
subsection fa) or to acts or ofFenses occurring or committed thereon 
shall not give rise to any inference that the application to such is-, 
lands and 'structures, acts, or offenses of any other provision of law 
is not intended.

[SEC. fl. ADMINISTRATION or LKASING OF TIIK OUTRR COXTIXKNTAI. 
SIIKI.K.—(a) (1) The Secretary shall Administer the provisions of this 
Act relating to the leasing of the outer Continental Shelf, and shall
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prescribe such rules and regulations as may be necessary to carry out 
such provisions. The Secretary may at any time prescribe and Amend 
such rules and regulations as he determines to be necessary and proper 
in order to provide for the prevention of waste and conservation of 
the natural resources of the outerjContinental Shelf, and the protection 
of correlative rights therein, and, notwithstanding any other provi 
sions herein, such rules and regulations shall apply to all operations 
conducted under a lease issued or maintained under the provisions of 
this Act. In the enforcement of conservation laws, rules, and regula 
tions the Secretary is authorized to cooperate with the conservation 
agencies of the adjacent States. Without limiting the generality of 
the foregoing provisions of this section, the rules and regulations 
prescribed by the Secretary thereunder may provide for the assign 
ment or rclinquishment of leases, for the sale of royalty oil and gas 
accruing or reserved to the United States at not less than market value, 
and, in the interest of conservation, for unitization, pooling, drilling 
agreements, suspension of operations or production, reduction of 
rentals or royalties, compensator}' royalty agreements, subsurface 
storage of oil or gas in any of said submerged lands, and drilling or 
other easements necessary for operations or production.

[(2) Any person who knowingly and Avillfully violates any rule or 
regulation prescribed by the Secretary for the prevention of waste, 
the conservation of the natural resources, or the pi-otection 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. The issuance 
and continuance in effect of any lease, 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 underpins 
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 
retaliations issued under the provisions of section 6(b), clause (2), 
heiv.of if the lease is maintained under the provisions of section 6 
hereof.

[(b) (1) Whenever the owner of a nonproducing lease fails to com 
ply with any of the provisions of this Act, or of the lease, or of 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 of the regulations issued under the provisions of 
section 6(b), clause (2), hereof, if the lease is maintained under the 
provisions of section 6 hereof, such lease may be canceled by the »Secre- 
tary, subject to the right of judicial review as provided in section 8 
(j), if such default continues for the period of thirty days after mail 
ing of notice by registered letter to the lease owner at his record post 
office address,

T(2) Whenever the owner of any producing lease fails to comply 
with any of the provisions of this Act, or of the lease, or of the regula 
tions 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 of the regulations issued under the provisions of 
section 6(b), clause (2), hereof, if the lease is maintained under the
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provisions of section 6 hereof, such lease may be forfeited and can 
celed by an appropriate proceeding in any United States district court 
having jurisdiction under the provisions of section 4(b) of this Act. 

[(c) Rights-of-way through the submerged lands of the outer Con 
tinental Shelf, whether or not such lands are included in a lease main 
tained or issued pursuant to this Act, may be granted by the Secretary 
for pipeline purposes for the transportation of oil, natural gas, sul 
phur, or other 'mineral under such regulations and upon such condi 
tions as to the application therefor and the survey, location and width 
thereof as may be prescribed by the Secretary, and upon the express 
condition that such oil or gas pipelines shall transport or purchase 
without discrimination, oil or natural gas produced from said sub 
merged lands in the vicinity of the pipeline in such proportionate 
amounts as the Federal Power Commission, in the case, of gas, and the 
Interstate Commerce Commission, in the case of oil, may, after a full 
hearing with due notice thereof to the interested parties, determine 
to be reasonable, taking into account, among other things, conservation 
and the prevention of waste. Failure to comply with the provisions of 
this section or the regulations and conditions prescribed thereunder 
shall be ground for forfeiture of the grant in an appropriate judicial 
proceeding instituted by the United States in any United States dis 
trict court having jurisdiction under the provisions of section 4(b) of 
this Act]

Sxc. 5. ADNIXISTRATIOX or LKASIKG OF THK OUTKH GONTIXKSTAL 
SHELF.—(a.) The Secretary shall administer the -provisions of this Act 
relating to the leasing of the outer Continental Shelf and shall pre 
scribe such regulations as necessary to carry out such provisions. Such- 
regulations' shall) as of the date of their promulgation, apply to all 
operations conducted under any lease issued or maintained under the 
provisions of this Act and shall be in furtherance of the finding^ pur 
poses, and policies of this Act. In the enforcement of safety, environ 
mental, and conservation laws and regulation*, the Secretary shall 
cooperate usiih the relevant agencies of the Federal Government and-of 
the affected States. At each stage in the formulation, and- promulgation, 
of regulations, the Secretary shall request and give due consideration 
to the views of the Attorney General with- respect to matters which 
may affect competition. The regulations prescribed by the Secretary 
under this subsection shall include, but not be limited to, provisions— 

(/) for the suspension or temporary prohibition of any opera 
tion, or activity, including production, pursuant to any lease or 
permit (A) at the request of a lessee, in the interest of conserva 
tion ̂ to facilitate proper development of a lease, or to allow for 
the unavailability of transportation facilities, or (B) if there is 
a threat of serious, irreparable, or immediate harm or damage to 
life (including aquatic life), to property, to any mineral deposits 
(in areas leased or not yet leased], or to the marine, coastal, of 
human, environment, and for the extension of any permit or lease 
affected by such smpenwoti or prohibition, by a period equivalent 
to the period of such suspension or prohibition, except that no 
permit or lease shall be so extended when such suspension or pro 
hibition is the result of gross negligence or willful violation of 
such lease or permit, or of regulations issued concerning such 
lease or permit/
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for the cancellation of any lease or permit at any time, 
when it is determined^ after hearing, that continued activity pur 
suant iozuch lease or permit would cause serious harm; or damage, 
which would not decrease over a reasonable period of time, to life 
(including aquatic life), to property, to any mineral deposits 
(in areas leased or not yet leased), to the national security or de 
fense, or to the 'marine, coastal, or human environment, except 
that the cancellation of any lease pursuant to such regulations 
shall not foreclose any claim for compensation as may be required 
by the Constitution of the united States or any other law;

(3) for the assignment or relinquishment of leases;
(4) for the sale of royalty, -net profit share, or purchased oil 

and gas accruing or reserves to the United States in accordance 
with section 27 of this Act;

(5) for the utilization of different bidding systems in accord 
ance with section 8(a) of this Act;

(G) for the preparation and submission of annual reports to 
the Congress in accordance with section 15 of this Act;

(7) for the development and enforcement of safety regulations 
in accordance with sections 21 and 22 of this Act;

(8) for the preparation and implementation of leasing and de 
velopment programs and plans in accordance with this section 
and section 18 of this Act;

(9) for the procedures for citizen suits in accordance with sec 
tion 23 of this Act;

(10) for the establishment of and procedures for Regional 
Outer Continental Shelf Advisory Boards in accordance with 
section 19 of this Act;

(11) for utilization, pooling, and drilling agreements; '
(12) for subsurface storage of oil and gas;
(13) for drilling or easements necessary for exploration, de 

velopment, and production; and
(14) for the prompt and efficient exploration and development 

of a- lease area.
(b) The issuance and continuance in effect of any lease, or any ex 

tension, renewal, or replacement of any lease, under the provisions of 
this Act shall be conditioned upon compliance with the regulations 
issued under this Act if the lease is issued under the provisions of sec 
tion 8 hereof, or with the regulations issued under the provisions of 
section 6(b), clause (2), hereof, if the lease is maintained under the 
provisions of section 6 hereof.

(c) Whenever the owner of a nonproducing lease fails to comply 
with any of the provisions of this Act, or of the lease, or of the regula 
tions issued under this Act if the lease is issued under the provisions 
of sections hereof, or of the regulations issued under the provisions of 
sectioii 6(b), clause (2), hereof, if the lease is maintained under the 
provisions of section 6 hereof, such lease may be canceled by the Secre 
tary, subject to the right of judicial review as provided in this Act, if 
such default continues for the period of thirty days after mailing of 
notice by registered letter to the lease owner at his record post office 
address.

(d) Whenever the owner of any producing lease fails to comply with 
any of the provisions of this Act, or of the lease, or of the regulations
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issued under this Act if the lease is issued under the provisions of sec 
tion 8 hereof, or of the regulations issued under the provisions of sec 
tion 6(b), clause (£), hereof, if the lease is maintained under the 
provisions of section 6 hereof, such lease may be forfeited and canceled 
by an appropriate proceeding in any United States district court hav 
ing jurisdiction under 'the'provisions of this Act.

(e) Rights-of-way through the submerged lands of the outer Conti 
nental Shelf, whether or not such lands are included in- a lease main 
tained or issued pursuant to this Act, may oe granted by the Secretary 
for pipeline purposes for the transportation of oil, natural gas, sulphur, 
or other mineral unaer such regulations and upon such conditions as 
to the application therefor and the survey, location, and width thereof 
as may be prescribed by the Secretary, and- upon the express condition 
that such oil or gas pipelines shall transport or purchase without dis 
crimination, oil or natural gas produced from said lands in the vicinity 
of the pipeline in such proportionate amounts as the Federal Power 
Commission, in the'case of gas, and the Interstate Commerce Commis 
sion, in consultation with the Administrator of the Federal Energy 
Administration, in the case of oil, mat/, after a full hearing with due 
notice thereof to the interested parties, determine to be reasonable, 
taking into account, among other things, conservation and the preven 
tion of waste. 'Failure to comply with the provisions of this section or 
the regulations and conditions prescribed under this section shall be 
ground for forfeiture of the grant in an appropriate judicial proceed 
ing instituted by the United States in any United States district court' 
having jurisdiction under the provisions of this Act.

(/) (/) The lessee shall produce any oil or gas, or both, obtained 
pursuant to an approved development and- production plan, at rates 
consistent with any rule or order issued by the President in accordance 
with any provision of law.

(2) If no rule or order referred to in paragraph (/) has been issued, 
the lessee shall produce such oil or gas, or both, at rates consistent 
with any regulation promulgated by the Secretary which is to deal 
with emergency shortages of oil or gas or which is to assure the maxi 
mum rate of production which is efficient and safe for the duration of 
the activity covered by the approved plan. The Secretary may permit 
the lessee to vary such rates if he finds that such variance is necessary.

(g) After the date of enactment of this section, no holder of any oil 
and gas lease issued or maintained pursuant to this Act shall be per 
mitted to flare natural gas from any well unless the Secretary finds 
that there is no practicable way to complete production of such gas, 
or that such flaring is necessary to alleviate a temporary emergency 
situation, or to conduct testing or work-over operations.

SEC. 6. MAINTENANCE OP LEASES ON OUTER CONTINENTAL SHELF.— 
(a) The provisions of this section shall apply to any mineral lease 
covering submerged lands of the outer Continental Shelf issued by any 
State (including any extension, renewal, or replacement thereof here 
tofore granted pursuant to such lease or under the laws of such State) if—

(1) such lease, or a true copy thereof, is filed with the Secretary 
by the lessee or his duly authorized agent within ninety days from 
the effective date of this Act, or within such further period or
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periods as provided in section 7 hereof or as may be fixed from 
time to time by the Secretary;

(2) such lease was issued prior to December 21,1948, and would 
have been on June 5,1950, in force and effect in accordance with its 
terms and provisions and the law of the State issuing it had the 
State had authority to issue such lease;

si
led by the"State official or agency having jurisdicti 

lease stating that it would have been in force and effect as required 
by the provisions of paragraph (2) of this subsection, or (B) in 
the absence of such certificate, evidence in the form of affidavits, 
receipts, canceled checks, or other documents that may be required 
by the Secretary, sufficient to prove that such lease would have 
been so in force and effect;

(4) except as otherwise provided in section 7 hereof, all rents, 
royalties, and other sums payable under such lease between June 5, 
1950, and the effective date of this Act, which have not been paid 
in accordance with the provisions thereof, or to the Secretary or to 
the Secretary of the Navy, are paid to the Secretary within the 
period or periods specified in paragraph (1) of this subsection, 
and all rents, royalties, and other sums payable under such lease 
after the effective date of this Act, are paid to the Secretary, who 
shall deposit such payments in the Treasury in accordance with 
section 9 of this Act;

(5) the holder of such lease certifies that such lease shall con 
tinue to be subject to the overriding royalty obligations existing 
on the effective date of this Act;

(6) such lease was not obtained by fraud or misrepresentation;
(7) such lease, if issued on or after June 23,1947, was issued 

upon the basis of competitive bidding;
(8) such lease provides for a royalty to the "lessor on oil and gas 

of not less than 12V£ per centum and on sulphur of not less than 
5 per centum in amount or value of the production saved, removed, 
or sold from the lease, or, in any case in which the lease provides 
for a lesser royalty, the holder thereof consents in writing, filed 
with the Secretary, to the increase of the royalty to the minimum 
herein specified;

(9) the holder thereof pays to the Secretary within the period 
or periods specified in paragraph (1) of'this subsection an 
amount equivalent to any severance, gross production, or occu 
pation taxes imposed by the State issuing the lease on the produc 
tion from the lease, less the State's royalty interest in such 
production, between June 5, 1950, and the effective date of this 
Act and not heretofore, paid to the State, and thereafter pays to 
the Secretary as an additional royalty on the production from the 
lease, less the United States' royalty interest in such production, a 
sum of money equal to the amount of the severance, gross produc 
tion, or occupation taxes which would have been payable on such 
production to the State issuiner the lease under its' laws as they 
existed on the effective date of this Act:

(10) such lease will terminate within a period of not more 
than five years from the effective date of this Act in the absence
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of production or operations for drilling, or, in any case in which 
the lease provides for a longer period, the holder thereof consents 
in writing, filed with the Secretary, to the reduction of such period 
so that it will not exceed the maximum period herein specified; 
and

(11) the holder of such lease furnishes such surety bond, if 
any, as the Secretary may require and complies with such other 
reasonable requirements as- the Secretary may deem necessary to 
protect the interests of the United States.

(b) Any person holding a mineral lease, which as determined by 
the Secretary meets the requirements of subsection (a) of this section, 
may continue to maintain such lease, and may conduct operations 
thereunder, in accordance with (1) its provisions as to the area, the 
minerals covered, rentals and, subject to the provisions of paragraphs 
(8), (9) and (10) of subsection (a) of this section, as to royalties and 
as to the term thereof and of any extensions, renewals, or replacements 
authorized therein or heretofore authorized by the laws of the State 
issuing such lease, or, if oil or gas was not being produced in paying 
Quantities from such lease on or before December 11,1950, or if pro 
duction in paying quantities has ceased since June 5, 1950, or if the 
primary term of such lease has expired since December 11,1950, then 
for a* term from the effective date hereof equal to the term remaining 
unexpired on December 11, 1950, under the provisions of such lease 
or any extensions, renewals, or replacements authorized therein, or 
heretofore authorized by the laws of such State, and (2) such regula 
tions as the Secretary may under section 5 of this Act prescribe within 
ninety days after making his determination that such lease meets the 
requirements of subsection (a) of this section: Provided, however, 
That any rights to sulphur under any lease maintained under the pro 
visions of this subsection shall not extend beyond the primary term 
of such lease or any extension thereof under the provisions of such 
subsection (b) unless sulphur is being produced in paying quantities 
or drilling, well reworking, plant construction, or other operations 
for the production of sulphur, as approved by the Secretary, arc being 
conducted on the area covered by such lease on the date of expiration 
of such primary term or extension: Provided further. That if sulphur 
is being produced in paying quantities on such date, then such rights 
shall continue to be maintained in accordance with such lease and the 
provisions of this Act: Provided further. That, if the primary term of 
a lease being maintained under subsection (b) hereof has expired prior 
to the effective date of this Act and oil or gas is being produced in pay 
ing quantities on such date, then such rights to sulphur as the lessee 
may have under such lease shall continue for twenty-four months from 
the effective date of this Act and as long thereafter as sulphur is pro 
duced in paying quantities, or drilling, well working, pllroj: construc 
tion, or other operations for the production .of sulphur, as approved 
by the Secretary, are being conducted on the area covered by the lease.

(c) The permission granted in subsection (b) of this section shall 
not be construed to be a waiver of such claims, if any, as the United 
States may have against the lessor or the lessee or any other person 
respecting sums payable or paid for or under the lease, or respecting 
activities conducted under the lease, prior to the effective date of this 
Act.
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(d) Any person complaining of a negative determination by the 
Secretary of the Interior under this section may have such determina 
tion reviewed by the United States District Court for the District of 
Columbia by filing a petition for review witliin sixty clays after receiv 
ing notice of such action by the Secretary.

(e) In the event any lease maintained under this section covers lands 
beneath navigable waters, as that term is used in the Submerged Lands 
Act, as well as lands of the outer Continental Shelf, the provisions of 
this section shall apply to such lease only insofar as it covers lands of 
the outer Continental Shelf.

SEC. 7. CONTROVERSY OVER JURISDICTION.—In the event of a contro 
versy between the United States and a State as to whether or not1 
lands are subject to the provisions of this Act, the Secretary is author 
ized, notwithstanding the provisions of subsections (a) and (b) of 
section 6 of this Act, and with the concurrence of the Attorney Gen 
eral of the United States, to negotiate and enter into agreements with 
the State, its political subdivision or grantee or a lessee thereof, 
respecting operations under existing mineral leases and payment and 
impounding of rents, royalties, and other sums payable thereunder, or 
with the State, its political subdivision or grantee, respecting the issu 
ance or npnissuance of new mineral leases pending the settlement or 
adjudication of the controversy. The authorization contained in the 
preceding sentence of this section shall not be construed to be a limita 
tion upon the authority conferred on the Secretary in other sections 
of this Act. Payments made pursuant to such agreement, or pursu 
ant to any stipulation between the United States and a State, shall be 
considered as compliance with section 6(a) (4) hereof. Upon the 
termination of such agreement or stipulation by reason of tlxe final 
settlement or adjudication of such controversy, if the lands subject 
to any mineral lease are determined to be in whole or in part lands 
subject to the provisions of this Act, the lessee, if he has not already 
done so, shall comply with the requirements of section 6(a), and 
thereupon the provisions of section 6(b) shall govern such lease. 
The notice concerning "Oil and Gas Operations in the Submerged 
Coastal Lands of the Gulf of Mexico" issued by the Secretary on 
December 11, 1950 (15 F.R. 8835), as amended by the notice dated 
January 26, 1951 (16 F.R. 953), and as supplemented by the notices 
dated February 2,1951 (16 F.R. 1203), March 5,1951 (16 F.R. 2195), 
April 23,1951 (16 F.R. 3623), June 25,1951 (16 F.R. 6404), August 
22,1951 (16 F.R. 8720), October 24,1951 (16 F.R. 10998), December 
21, 1951 (17 F.R. 43), March 25,1952 (17 F.R. 2821), June 26,1952 
(17 F.R. 5833), and December 24,1952 (18 F.R. 48), respectively, is 
hereby approved and confirmed.

SEC. 8. LEASING OF ODTER CONTINENTAL SHELF.—C(a) 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 regulations promulgated 
in advance, oil and gas leases on submerged lands of the outer Conti 
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
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of a cash bonus with a royalty fixed by the Secretary at not less than 
IW/2 per centum in amount or value or 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.1 (a) (1) 
The Secretary is authorized to grant,to the highest responsible quali 
fied bidder or bidders by competitive bidding, under regulations pro? 
mulgated in advance, any oil and gas lease on submerged lands of the 
outer Continental Shelf which are not covered by leases meetina the 
requirements of subsection (a) of section 6 of this Act. The bidding 
shall be by sealed bid and, at the discretion of the Secretary, on the 
basis of—

(A) cash bonus bid with a royalty at not less than IS^/z Per 
centum fixed by the Secretary in amount or value of the produc 
tion saved, removed, or sold;

(B) variable royalty bid based on a per centum of the pro 
duction saved, removed, or sold, with a cash bonus as determined 
by the Secretary/

(C) cash bonus bid with diminishing or sliding royalty based 
on such formulae as the Secretary shall determine as equitable 
to encourage continued production from the lease area as resources 
diminish, but not less than 12i/z per centum at the beginning of 
the lease period in amount or value of the production saved, 
removed, or sold;

(D) cash bonus bid with a fixed share of the net pwfits of no 
less than 30 per centum to be derived from the production of oil 
and gas from the lease area;

(£) •fixed cash bonus with the net profit share reserved as the 
bid variable;

(F) cash bonus bid with a royalty at no less than JSy^ per 
centum fixed by the Secretary in amount or value of the produc 
tion saved, removed, or sold and a per centum share of net profits 
of no less than 30 per centum to be derived from the production 
of oil and gaA from the lease area;

(Gr) cash bonus bids for 1 per centum shares of an undivided 
working interest in the lease area, such shares to be awarded at 
a price which is equal to the average price per share of the highest 
responsible qualified bids tendered for not more than 100 per 
centum of the lease area, with a fixed share of the net profits 
derived from the production of oil and gas pursuant to a lease to 
be determined by the Secretary; or

(H) cash bonus bids for 1 per centum shares of an undivided 
working interest in the lease area, such shares to be awarded at 
a price which is equal to the average price per share of the 
highest responsible qualified bids tendered for not more than 100 
per centum of the lease area, and with a fixed or diminishing 
royalty based upon the production derived from operation pur 
suant to the lease.

(2) The Secretary/ may, in his discretion, defer any part of the 
payment of the cash bonus, as authorized in paragraph (1} of this 
subsection, according to a schedule announced at the time of the 
announcement of the lease sale, but such payment shall be made in 
total no later than five years from the date of the lease sale or no
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later than the date of the authorization of development and produc 
tion, whichever date first occurs.

(3) The Secretary may, in order to promote increased production 
on the lease area, through direct, secondary, or tertiary recovery 
means, reduce or eliminate any royalty or net profit share set forth 
in the lease for such area.

(4) At least ninety days prior to notice of any lease sale under 
subparagraphs (D), (E), (F), and (ff) of paragraph (1), the Sec 
retary shall by regulation establish rules to govern the calculation of 
net profits. In the event of any dispute between the United States 
and a lessee concerning the calculation of the net profits under the 
regulation issued pursuant to this paragraph, the burden of proof 
shall be on 'the lessee. In determining the attribution of profits as 
between oil and gas, costs shall be allocated proportionately to the 
value of the respective amount of oil and gas produced.

(5) (A) In the case of any lease area_ offered for sale pursuant to 
subparagraph (ff) or (a) of paragraph (.7), if the accepted bid per 
share of any person for a per centum working interest in such lease 
area is less than the average price per share of all accepted bids, and 
such person does not, within such time as the Secretary shall by 
regulation prescribe, agree to pay such price, then— \

(i) the Secretary shall return to such person any deposit made 
with respect to such bid; and

(ii) any right acquired and any obligation incurred by such 
person with respect to such bid shall be 'deemd to be canceled.

(a) (i) In the event the Secretary sells less than 100 per centum 
of the interest in the lease area offered under subparagraph (ff) or 
(H) of paragraph (J).he shall offer the additional shares to the bid 
ders who purchased shares pursuant to the initial bidding process. The 
Secretary shall sell such additional shares to the bidders who have 
elected to purchase under this clause, except that the maximum number 
of additional shares which any such bidder may purchase shall be in 
proportion to his bidded interest.

(ii) To the extent that any per centum of the interest in the lease 
area offered under such subparagraph (ff) or (H) remains unsold 
after the Secretary uses the procedure required by clause (i) of this 
subparagraph, he shall repeat such procedure for such period of time 
as he determines to be reasonable.

(Hi) To the extent that any per centum of the interest in the lease 
area offered under such subparagraph (ff) or (ff) remains unsold 
after the Secretary uses the procedure required under clauses (i) and 
(ii) of this subparagraph, the Secretary shall offer any remaining 
share's for sale to the highest interested bidder whose bid was not 
accepted in the initial bidding process, except that any such bidder 
may not purchase a number of shares which exceeds the number for 
which he originally bid. The Secretary shall repeat such pr^jcdure 
for such period of time as he determines to be reasonable.

(iv) Any additional shares of the interest in a lease area wlyich are 
sold by the Secretary pursuant to this subparagraph shall be sold at 
a price equal to the price at which shares of the interest in such lease 
area were sold pursuant to the initial bidding process.
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(<7) The Secretary shall, by regulation, provide for the cancellation 
of any lease sale held pursuant to subparagraph (6f) or (H) of para 
graph (l),if the total amount to "be paid for all shares sold does not 
represent a fair return to the Federal Government.

(D) The Secretary shall establish standards and procedures for 
the formation of a joint working group in an area leased pursuant to 
subparagraph (G) or (H) of paragraph (1), and shall approve one 
or more operators for, and the terms of management of, activities on 
such lease area. The United States, represented by the Secretary, shall 
be considered a nonvoting party to any joint working group formed 
pursuant to such standards and procedures.

(6) (A) The Secretary shall utilize the bidding alternatives from 
among those authorised by this subsection, in accordance with sub- 
paragraphs (Z?) and (G) of this paragraph, so as to accomplish the 
purposes and policies of this Act, including (i) providing a fair 
return to the Federal Government, (ii) increasing competition, 
(Hi) assuring competent and safe operations, (iv) avoiding undue 
speculation, (v) avoiding^ unnecessary delays in exploration, develop 
ment, and production, (vi) discovering and recovering oil and gas, 
(vii) developing new oil and gas resources in an effisient and timely 
manner, ana (viii) limiting administrative burdens on government 
and industry. In order to select a bid to accomplish these^purposes and 
policies, the Secretary may, in his discretion, require each bidder to 
submit bids for any area of the outer Continental Shelf in accordance 
with more trutn one of the bidding alternatives set forth in paragraph 
(1) of thi* subsection.

(B) During the five-year period commencing on the date of enact 
ment of this subsection, the Secretary may, in order to obtain statis 
tical information to determine which bidding alternatives will best 
accomplish the purposes and national policies of this Act, require 
each bidder to submit bids for any area of the outer Continental Shelf 
in accordance with, more than one of the bidding systems set forth in 
paragraph (1) of this subsection. For such- statistical purposes, leases 
may be awarded using a bidding alternative selected at random or 
determined by the Secretary to be desirable fo>% the acquisition of valid 
statistical data and otherwise consistent with the provisions of this 
Act.

(G) (i) Except as provided in clause (ii), the bidding system au 
thorized by suoj>a.ragni.ph. (A) of paragraph. (1) of this subsection 
shall not be applied to more than 90 per centum of the total area, offered 
for lease each year, during the five-year 'period beginning on the date 
of enactment of this subsection, in each region where there has been no 
development of oil awl gas prior to October 1,1975, including the outer 
Continental Shelf region off southern, California, outside the Santa 
Barbara- Channel.

(ii) //, in. any year following the date of enactment of thit subsec 
tion, the Secretary finds that compliance with the limitation set forth, 
in clause (i) would unduly delay efficient development of the-oil and 
gas resources of the outer C>wtiin.-ntal Shelf, result in less than a fair 
return to thi' Federal Government, or result in a- reduction of com 
petition, he shall submit to the Senate and Home of Representatives a 
report stating his s/tecific findings and detailed reasons therefor. The
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Secretary may thereafter, for that year, exceed such- limitation if both 
the Senate and House of Representatives pass a resolution of approval 
of the Secretary's finding within thirty days after receipt of such 
report (not including days when Congress is not in session).

(D) Within six months after the end of each fiscal year, the Secre 
tary shall report to the Congress, as provided in section 15 of this Act, 
with respect to the use of the various bidding options provided for in 
this subsection. Such report shall include—

(i) the schedule of all lease sales held during such year and the 
bidding system or systems utilized;

, (ii) the schedule of all lease sales to be held the following year 
and- the bidding system or systems to be utilised:

(Hi) the benefits and costs associated with conducting lease 
sales using the various bidding systems/

(iv) if applicable, the reasons why a particular bidding system 
has not been or will not be utilized;

(v) if applicable, the reasons why more than 90 per centum of 
the area leased in the past year, or to be offered for lease in the 
upcoming year, was or is to be leased under the bidding system 
authorized by subparagraph (A) of paragraph (1) of this sub 
section; and

^ ' (vi) an analysis of the capability of each bidding system to ac 
complish the purposes and policies stated in subparagraph, (A) 
of this paragraph.

(7) The Secretary may, by regulation; permit submission of bids 
made jointly by or on behalf of two or more persons for an oil and gas 
lease under this Act unless—

(A) more than one of the joint bidders, directly or indirectly, 
controls or is chargeable world loide with an average daily produc 
tion of one million six hundred thousand barrel* a day or more, 
or the equivalent, in crude oil, -natural gas, ajul liquefied petroleum- 
products; or

(B) the bidding system is one authorized by subparagraph, ((?) 
or (II) of paragraph (1) of this subsection and joint bidding is 
not specifically found by the Secretary to be necessary to promote 
competition.

[(b) An oil and gas lease issued by the Secretary 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 oil or gas may be 
produced from the area in paying quantities, or drilling or welf re 
working openitions as approved by the Secretary are conducted there 
on, (3) require the payment of a royalty of not less than 12V& 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.]

(b) An oil and gas lease issued pursuant to this section shall—
(/) cover an area, designated by the Secretary on the basis of 

entire geological structures or traps, or be comprised- of a. reason 
able, economic production unit, as determined by the Secretary;

(8) be for a period of five years, and may be extended for a 
period of five additional years if the Secretary finds such exten-

70-512 O - It - U
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sion, is accessary to encourage exploration and development in 
areas of unusually deep water or adverse weather condition*, and 
as long thereafter as oil or gas may be produced from, the area in 
•paying quantities, or drilling or well reworking operations, ax 
approved by^ the Secretary, are conducted thereon, except that no 
such extension shall be granted if the Secretary finds thatjhe 
lessee has not exercised due diligence in. the maximum, efficient, 
and safe development of all well* and resources pursuant to the 
lease;

(.?) require the payment of amount or valve as determined' by 
one of the bidding procedures net forth in subsection (a.) of this 
section.;

(4) entitle the lessee to explore, develop, and produce the oil 
and gas resources contained within the lease area, conditioned 
upon due diligence requirements and the approval of the devel 
opment and production plan, required, by this Act;

(5) contain, a. provision that the Secretary shall, in the absence 
of any applicable rule or order issued by the President and under 
conditions defined in applicable regulations prescribed, by the Sec 
retary, haue the right to require increased production under such 
lease for purposes of dealing with emergency shortages of oil or, 
gas or of her national emergencies;

(fl) provide for suspension or cancellation of the, lease pursuant 
to auction 5 of this Act; and

(7) contain such rental and other provisions as the Secretary 
may prescribe at the time of offering the area for lease.

(c) No lease may be issued for an initial fve-ye<ir period or extended 
for five additional years, until at least thirty days after the Secret a.)-y 
notifies the Attorney General of the United States and the Federal 
Trade Commission of the proposed issuance or extension. Suchnotifica- 
tion shaJl contain such information as the Attorney General and the 
Federal Trade Commission may require in order to ad rise the Sficqe- 
tary as to whether such hast' or extension, would create or maintain 
a xituation.inconsistent with the antitrust laws.

(d) No lease may be issued or extended if the Secretary finds that 
an applicant for a. lease, or a lessee, is not meeting due diltgentw re 
quirements on other leases.

(e) Nothing in this Act xhall be deemed to convey to any person, 
association, corporation, or other business organization immunity from 
civil or criminal liability, or to create defenses to actions, under any 
antitrust law.

(/) (/) At- the time of soliciting nominations for the leasing of lands 
within three miles of the, seaward boundary of any coastal State, the 
Secretary shall provide the Governor of any such State—•

(A ) an identification and schedule of the areas and regions 
offered for leasing ;

(7?) all information concerning the geographical, geological, 
and ecological characteristics of such regions;

((7) an. estimate of the oil an/1 gas raseii'es in the areas pro 
poned for leasing; and.

(/)) an- identification of any field, geological structure, or trap 
located within three miles of the seaward boundary of a coastal 
State.
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(2} Upon receipt of nominations for any lands within three miles 
of ttie seaward "boundary of any coastal /State, the Secretary shall offer 
the Governor of such coastal State the opportunity to jointly lease 
any area, which the Secretary appror>>es for lease which' may contain a 
field, geological structure, or trap which, may be heated within both 
Federal and State owned lands.

(3) Within ninety days after the offer by the Secretary pursuant 
to paragraph (2} of this subsection, the Governor shall elect whether 
to jointly lease any such area. If the Governor accepts the offer, the 
Secretawj and Governor shall jointly offer such area for lease under 
mutually acceptable terms. If the Governor declines the offer, the Sec 
retary may lease the federally owned portion- of such area- in accordance 
with this Act.

(4) All bonuses, royalties, rents, and net profit shares obtained pur 
suant to a hase for lands within three miles of the seaward bomdary 
of any coastal State, whether or not such lease is issued jointly by the 
Secretary and the Governor of such coastal State, shall bv placed 
•in. an escrow account until such time as the Secretary and the Governor 
of such coastal State determine, on the basis of geological or other 
information, the proper rate, of payments to be deposited in the treas 
uries of the Federal Government, and such coastal- State.

t(c)3 (<7) In order to meet the urgent need for further exploration 
and development of the sulphur deposits in the submerged lands of the 
outer Continental Shelf, the Secretary is authorized to grant to the 
qualified persons offering the highest cash bonuses on a basis of com 
petitive bidding sulphur leases on submerged lands of the outer Conti 
nental Shelf, which are not covered by leases which include sulphur 
and meet the requirements of subsection (a) of section 6 of this Act, 
and which sulphur leases shall be offered for bid by sealed bids and 
granted on separate leases from oil and gas leases, and for a separate 
consideration, and without priority or preference accorded to oil and 
gas lessees on the same area.

C(d)3 (^) A sulphur lease issued by the Secretary pursuant to this 
section shall (1) cover an area of such size and dimensions as the Secre 
tary may determine, (2) be for a period of not more than ten years and 
so long thereafter as sulphur may be produced from the area in paying 
quantities or drilling, well reworking, plant construction, or other 
operations for the production of sulpliur. as approved by the Secre 
tary, are conducted thereon. (3) require the. payment to the United 
States of such royalty as.may be specified in the lease but not less than 
5 per centum of the gross production or value of the sulphur at. the 
wellhead, and (4) contain such rental provisions and such other terms 
and provisions as the Secretary may by regulation prescribe- at the 
time, of offering the area for lease.

C(e)]| (') The. Secretary is-authorized to grant to the qualified 
pel-sons offering the. highest cash bonuses on a basis of competitive 
l)iddin<r leases of any mineral other than oil, gas. and sulphur in any 
area of the outer Continental Shelf not then under lease for such min 
eral upon such i-oyalty. rental, and other terms and conditions as the 
Secretary may prescribe at the time of offering the area for lease.

t(f )3 (:/) Notice of sale of leases, and the terms of bidding, author 
ized by this section shall be published at least thirty days before the
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date of sale in accordance with rules and regulations promulgated 
by the Secretary.

t(g)J (^) All moneys paid to the Secretary for or under leases 
granted pursuant, to this section shall Ix- deposited in the Treasury in 
accordance with section 9 of this Act.

f (h)3 (0 The issuance of any lease by the Secretary pursuant to 
this Act, or the making of any interim arrangements by the Secretary 
pursuant, to section 7 of this Act shall not prejudice the ultimate settle 
ment or adjudication of the question as to whether or not thfe area 
involved is in the outer Continental Shelf.

C0)3 (m) TMC. Secretary may cancel any lease obtained by fraud 
or misrepresentation.

£(]') Any person complaining of a cancellation of a lease by the 
Secretary may have the Secretary's action reviewed in the United 
States district Court for the District, of Columbia by filing a petition 
for review within sixty days after the Secretary takes such action.]

SKC. I'. DISPOSITION* OK KKVKXUKS.—All rentals, royalties, and other 
sums paid to the Secretary or the Secretary of the Navy under any 
lea.se on the outer Continental Shelf for the period from June 5,1050, 
to date, and thereafter shall lxi deposited in the Treasury of the 
United States and credited to miscellaneous receipts.

SKC. 10. KKKU.NDS.—(a) Subject to the provisions of .subsection (b) 
hereof, when it appears to the satisfaction of the Secretary that any 
person has made a payment to the. United States in connection with 
any lease under this Act in excess of the. amount he was lawfully 
required to pay. such excess shall lx» repaid without interest to such 
person or his legal representative, if a request for repayment of such 
excess is filed with the Secretary within two years after the making 
of the payment, or within ninety days after the effective- date of this 
Act. The Secretary shall certify the amounts of all such repayments 
to the Secretary of the Treasury, who is authorized and directed to 
make .such repayments out of any moneys in the .special account estab 
lished under section fl of this Act and to issue his warrant in settle 
ment thereof.

(b) Xo refund of or credit for such excess payment shall lx» made- 
until after the expiration of thirty days from the date upon which a 
report giving the name of the person to whom the refund or credit is 
to be made, the amount of such refund or credit, and a summary of the 
facts upon which the determination of the Secretary was made is sub 
mitted to the President of the Senate and the Speaker of the House of 
Representatives for transmittal to the appropriate legislative com 
mittee of each Ixxly. respectively: Provided, That if the Congress shall 
not. Ix> in session on the date of such submission or shall adjourn prior 
to the expiration of thirty days from the date of such submission, then 
such paymvnt or credit shall' not l>e made until thirty days after the 
opening day of the next succeeding session of Congress.

[Sue. 11. GKOI.OOICAL ANM> GROPIIVSICAL EXPLORATIONS.—Any 
agency of the United States and any person authorized by the Secre 
tary may conduct geological and geophysical explorations in the outer 
Continental Shelf, which do not interfere with or endanger actual 
operations under any lease maintained or granted pursuant to this Act, 
and which are not unduly harmful to acquatic life in such area.]
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JJ. OUTKIl COXTIXKSTAI. StlKLf OlL AXt) (rAS Ext'LORATlOK.—
a) (J) Any agency of the United States, and any person whom- the 
'earctary by permit or regulation may authorize, may conduct geo 

logical and geophysical explorations in the outer Continental Shelf, 
which do not interfere with or endanger actual operation* pursuant 
to any lease issued or maintained pursuant to this Act, and which are 
not' iinduly harmful to the marina environment.

(2) The provisions of paragraph (/) of this subsection, shall not 
apply to any /tenon conducting explorations pursuant to an approved 
exploration plan on. any area under lease to such person pursuant, to 
the provisions of this Act.

(0) Beginning ninety days after the date of enactment, of this suit- 
section^ no exploration. pursuant to any oil and gas lease issued or main 
tained under this Act may be undertaken by the holder of such lease, 
except in- accordance -with the provisions of this section.

(c) (I) Prior to commencing explpration.pursuant to any oil and gas 
lease issued or maintained under this Act, the holder thereof shall sub 
mit an exploration plan to the Secretary for approval. Snch plan nuiy 
apply to more than one lease held by a. lessee in any one region of the 
outer Continental. Shelf, or by a group of lessees acting under a- unit- 
ization, pooling, or drilling agreement, and shall be approved by the 
Secretary if he find* that such plan is consistent irifh f/ie provisions of 
this Act, regulations prescribed under this Act, and the provisions of 
such lease. The Secretary shall require such modification* of such plan 
as are nece.ssary to achieve such coiisistenmj. The Secretary shall ap- 
prore such plan, ax submitted or modified, 'within, thirty days of its sub- 
mixsion. except that if the Secretary determines that (.4) any pro 
posed actirity under such plan, would result in. any condition which 
would permit him to suspend such actirity pursuant to regulations 
prescribed under section. 5(a) (/) of this Act, and (//) such proposed 
actirity cannot be modified to avoid such condition, he may'delay the 
approval of such plan.

(2) An exploration plan, submitted under this subsection shall in 
clude, in the degree of detail which the Secretary may by regulation 
ret/Hire—

(A ) a schedule of anticipated exploration activities to be under 
taken.;

(R) a. description of equipment to be used for such activities;
(0) the general, location of each well to be drilled,' and
(Z>) such other information, deemed pertinent by the Secretary.

(3) The Secretary may. by regulation, reguire that, such plan be 
accompanied by u general xfutrmrnt of development and production 
intention* irhich shall be for planning purposes only and -irhich shall 
not bfl binding on any party.

(d) The Secretary may. by regulation, require any lessee operating 
under an- approved exploration plan, to obtain, a permit prior to drill 
ing any well in accordance with such. plan.

(<')(/) // a revision of an exploration plan approred -under this 
subsection is submitted to the Secretary, the process to be used for the 
appro nil of such rerisiou shall be the same an set forth in subsection 
(c) of this section.
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(8) AU exploration activities pursuant to any lease shall be conducted 
in accordance with an. approved exploration plan or an approved re 
vision of such. plan.

(/) The Secretary ma;/, -within ninety days after the date of enact 
ment of this section, provide for the approval under subsection (a) of 
any plan submitted prior to such date of enactment which he finds is 
in substantial compliance with the provisions of such- subsection, and' 
may require the submission, of any additional -information necessary 
to bring such plan, into such compliance.

(a) At least once -in each, frontier area, the Secretary shall seek 
(juaUfad applicants to conduct geological explorations, -including core 
and test drilling, for oil and gas resources in those areas and, suJtsurface 
geological stnicture* of the outer Continental Shelf which the Secre- 
tart/, upon the "basis of information available to him and advice of the 
Geological Ku.rr.ey of the Department of the Interior, regards as hav 
ing the greatest likelihood of containing significant oil and- gas 
accumulations.

SKC. 12. RKSBRVATIOXS.—fn) The President of the United States 
nwy, from time to time, withdraw from disposition any of the un- 
lensed lands of the outer Continental Shelf.

(b) Tn time of war. or when the President, shall so prescribe, the 
United States shall have the right/ of first refusal to purchase at the 
market price all or any portion of any mineral produced from the 
outer Continental Shelf.

(c) All leases issued under this Act, and leases, the maintenance and 
operation of which are authorized under this Act, shall contain or be 
construed to contain a provision whereby authority is vested in the 
Secretary, upon a recommendation of the Secretary of Defense, dur 
ing a state of war or national emergency declared by the Congress or 
the President of the United States after the effective date of this Act, 
to suspend operations under any lease; and nil such leases shall con 
tain or be construed to contain provisions for the payment of just 
compensation to the lessee whose, operations are thus suspended.

(d) The United States reserves and retains the right to designate by 
and through the Secretary of Defense, with the approval of the 
President, as areas restricted from exploration and operation that part 
of the outer Continental Shelf needed for national defense; and so long 
as such designation remains in effect no exploration or operations may 
l>e conducted on anv part of the surface of such area except with the 
concurrence of the Secretary of Defense; and if operations or produc 
tion under any lease theretofore issued on lands within any such re 
stricted area shall be suspended, any payment of rentals, minimum 
royalty, and royalty prescribed by such lease likewise shall "be sus 
pended during such period of suspension of operation and production, 
and the term of such lease shall be extended by adding thereto any such 
susi>ension period, and the United States shall be liable to the lessee 
for such compensation as is required to be paid under the Constitution 
of the United States.

(e) All uranium, thorium, and all other materials determined pur 
suant to paragraph (1) of subsection (b) of section 5 of the Atomic 
Energy Act of 1946, as amended, to l)e peculiarly essential to the pro 
duction of fissionable material, contained, in whatever concentration,
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in deposits in the subsoil or seabed of the outer Continental Shelf arc 
hereby reserved for the use of the United States.

(f) The United States reserves and retains the ownership of and 
the right to extract all helium, under such rules and regulations as 
shall be prescribed by the Secretary, contained in gas produced from 
any portion of the outer Continental Shelf which may be subject to 
any lease maintained or granted pursuant to this Act, but the helium 
shall be extracted from such gas so as to cause no substantial delay in 
the delivery of gas produced to the purchaser of such gas.

SKC. 13. NAVAL PETROLEUM RKSERVK EXECUTIVE ORDER REPEALED.— 
Executive Order Numbered 10426, dated January 16, 1953, entitled 
"Setting Aside Submerged Lands of the Continental Shelf as a Naval 
Petroleum Reserve", is hereby revoked.

SEC. 14. PRIOR CLAIMS Nor AFFECTED.—Nothing herein contained 
shall affect such rights, if any, as may have been acquired under any 
law of the United States by any person in lands subject to this Act 
and such rights, if uny, shall be governed by the law in effect at the 
time they may have been acquired: Provided, however^ That nothing 
herein contained is intended or shall be construed as a finding, inter 
pretation, or construction by the Congress that the law under which 
such rights may be claimed in fact applies to the lands subject to this 
Act or authorizes or compels the granting of such rights in such lands, 
and that the determination of the applicability or effect of such law 
shall be unaffected by anything herein contained.

[SEC. 15. RETORT 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 
detailing the amounts of all moneys received and expended in connec 
tion with the administration of this Act during the preceding fiscal 
year.J

St:c. 15. AififUAf. RKI>ORT nr SKCKKTAKY TO COXGKKSS.—Within six 
months after the end of each fiscal year, the Secretary shall submit 
to the President of the Senate and the Speaker of the House of Repre 
sentative* the following reportft :

(/) A report on the leasing and production program in the 
outer Continental Shelf during such -fiscal year, which, shall 
include—

(A) a- detailed accounting of all moneys received and 
expended;

(/?) a detailed accounting of all exploration, exploratory 
drilling, leasing•, development, and production activities;

(0) a summary of management, supervision, and enforce 
ment activities ;

(D) a- list of all shut-in and flaring wells; and 
(E] recommendations to the Congress (i) for improve 

ments in management^ safety, and amount of production 
from- leasing and operations in the outer Continental Shelf', 
and- (ii) for resolution of jurisdictional conflicts or 
ambiguities.

(#) .4 report, prepared after consultation with the Attorney 
General, with recommrtidations for promoting competition in the 
leasing of outer Continental Shelf lands, which, shall include
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any recommendation* or findings by the Attorney General and
any plans for implementing recommended administrative change*
and draft* of any proponed legislation, and which shall contain—

(A) an evaluation of the competitive bidding systems
permitted -under the provisions of section 8 of this Act, and,
if applicable, the reasons why a particular bidding system has
not becnutilized;

(Ji) an evaluation- of alternative bidding system* not per 
mitted- -under section 8 of this Act, and- why such system or 
systems should or shouldnot beutilized;

(G) an evaluation, of the effectiveness of restrictions on 
joint bidding in promoting competition and, if applicable, 
any suggested- administrative or legislative action on joint 
bidding,'

(D) an. evaluation- of present measures and a description 
of any additional measures to encourage entry of new com 
petitors; and

(E) an evaluation of present measures and a description 
of additional measures to increase the supply of oil and- gas 
to independent refiners and distributors.

SKC. 1(5. Ari'KonuATioNS.—There is hereby authorized to be appro 
priated snoli sums as may l>e necessary to carry out the provisions of 
this Act.

SKC. 17. SKPAKAIIILITV.—If nny provision of this Act, or any section, 
subsection, sentence, clause, phrase or individual word, or the appli 
cation thereof to any person or circumstance is held invalid, the 
validity of the remainder of the Act and of the application of any such 
provision, section, subsection, sentence, clause, phrase or individual 
word to other persons and circumstances shall not be affected thereby. 

SKC. 18. OVTRK GoxrtXKtcTM. SIIKLP LKAKIXG PKOGKAM.—(a) The 
Secretary, pursuant to procedures set forth in subsection (c), shall 
prepare and periodically rerifie, and maintain an oil and gas leasing 
program to implement the findings, purposes, and policies of this Act. 
The leasing program, shall indicate as precisely as possible the size, 
timing, and location of leasing activity which will bfiftt meet national 
energy needs for the fire-year period following its approval or reap- 
proral. Such leasing program- shall be prepared and- maintained- in a 

ner consistent with the following principles:
(7) Management of the outer Continental Shelf shall be, con 

ducted- in a. manner which considers all of the. economic, social, 
and environmental values of the renewable, and nonreneinable 
resources contained in. the outer Continental Shelf, and. the poten 
tial im-pact of oil and gas exploration on other resource rallies of 
the outer Continental Shelf and- the marine,, coastal, and. human 
environments.

(2) Tim-ing and location of exploration, development, and 
production, of oil and gas among the. oil- and gas-bearing physio 
graphic regions of the outer Continental Shelf shall be based 
on a consideration of—

(A) existing infomnation concerning the geographical, 
geological, and ecological characteristics of such region*;

(Ji) an equitable sharing of developmental be.nf.fits and- 
environmental risks among the various regions,'
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(0) the location, of such region* with respect to, and the 
relative needs of. regional and -national energy markets;

(D) the location, of such region* with respect to other 
uses of the sea. and seabed, including fisheries, intracoastal 
navigation, existing or proposed scaianes. potential sites of 
deepwater ports, and other anticipated uses of the resources 
and space of the outer Continental Shelf;

(E) the interest of potential oil and gas producers in the 
development of oil and gas resources as indicated by explora 
tion, or nomination;

(F) la-ws. goals, and policies of affected States; 
(ff) policies and plans 'promulgated by coastal States pur 

suant to the Coastal Zone Management Act of lf)7% (16 
U.S.C.J45I etseg.);

(//) recommendations and advice given by any Regional 
Outer Continental Shelf Advisory Board established pur 
suant to this Act; and

(!) whether the oil and gas producing industry hfis suf 
ficient resources, including equipment and capital, to bring 
about the. exploration, development, and production, of oil 
and gas in such regions in, an expeditious manner. 

(8) The Secretary shall select the timing and location of leas: 
ing, to the maximum extent practicable, so as to obtain a proper 
balance between the potential for environmental damage, the 
potential for the discovery of oil and gas. and the potential for 
advene impact on the coastal zone,.

(4) Leasing activities shall be conducted to assure receipt of 
fair market value for the oil and gas owned by the Federal 
Government.

(b) The leas-ing program shall include estimates of the appropria 
tions and sta-ff required to—

(1) obtain resource information and any other information 
needed to prepare the leasing program required by this section;

(2) analyse and interpret the exploratory data and any other 
information, which may be compiled, wider the authority of this 
Act;

(3) conduct environmental baseline studies end prepare any 
environmental impact statement required, in accordance with this 
Act and. with section 102 (2) (C) of the National Environmental 
Policy Act of 196!) (48 Tr.S.C. Jtf32(3)(C))'t and

(4) supervise operations conducted pursuant to each lease in 
the manner necewmj to assure due diligence in the exploration 
and development of the lease area and. compliance with the re 
quirements of applicable lair and regulations, and with the terms 
of the lease.

(c) (1) Within nine months after the date of enactment of this sec 
tion, the Secretary Khali submit to the Congress and to the Attorney 
General, and publish in. the. Federal Register, a. proposed leasing pro 
gram.

(2) Within ninety days after the date of publication, of a proposed 
leasing program, the Attorney General shall submit comments on the 
anticipated effects of xuch program iipon competition, and any State.
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local government, Regional Outer Continental Shelf Advisory Board, 
or other person may submit comments and recommendations as to any 
aspect of the program.

(3) At least sixty days prior to approving a- proposed leasing pro 
gram, the Secretary shall submit it to the President and, the Congress, 
toaether with any comments received. Such submission shall indicate 
•why any specific recommendation of the Attorney General or a State 
or local government or Regional Advisory Hoard was not accepted.

(4) After the leasing program, has been approved by the Secretary, 
or after June 30, JOTy/fwhichever first occurs, no lease shall be issued 
unless it is Jjor-anrarea. included in the approved leasing program, and 
unless it contains provisions consistent with the approved leasing 
program, except that leasing shall be permitted to continue until such 
program w approved and for so long thereafter as such program is 
under judicial or administrative review pursuant to the provisions of 
this Act.

(d) The Secretary shall review the leasing program, approved under 
this section at least once each year, and he may revise and reapprove 
such program,, at any time, in the same manner as originally developed.

(e) The Secretary shall, by regulation, establish procedures for—
(1) receipt and consideration of nomination* for any area- to 

be offered for lease or to be excluded from leasing;
(2) public notice of mid participation in development of the 

leasing program;
(3) review by State and local governments which may be im 

pacted by the proposed leasing;
(4) periodic consultation with State and local governments, oil 

and gas lessees and permittees, and representatives of other indi 
viduals or organizations engaged in activity in or on the outer 
Continental Shelf, including those involved in fish and shellfish 
recovery, and recreational activities; and

(5) coordination of the program^nith the management program 
being developed by any State for approval pursuant to section 
305 of the Coattal Zone Management Act of 1072 and to assure 
consistency with the management program of any State which 
has been approved pursuant to section 300 of such Act.

Such, procedures shall be. applicable to any revision or reapproval of
the. leasing program.

(f) The Secretary may obtain from public sources, or purchase from 
private sources, any survey, data, report, or other information (in 
cluding interpretations of such data, survey* report, or other informa 
tion} which mat/ be necessary to assist him in preparing any environ 
mental impact statement and in making other evaluations required 
by this Act. The Secretary shall maintain the confidentiality of all 
proprietaru data or information for such period- of time as is pro 
vided- for in this Act, established, by regulation, or agreed to by the 
parties.

(g) The heads of all Federal department* and- agencies shall pro 
vide the Secretary with anu nonproprietary information, he requests 
to assist him in preparing the leasing program. In addition, the- Sec 
retary shall •utilize the existing capabilities and resources of such Fed 
eral 'department* and agencies by appropriate agreement.
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SKC. 19. REGIONAL OUTKR COXTIKKKTAI. SUM ADVISORY BOARDS.— 
(a-) The Governors of coastal and affected States miy establish 
Regional Outer Continental Shelf Advisory Boards for their regions 
with such membership a* they may determine, after consultation with 
the Secretary and the Sewetary of Commerce.

(b) Representatives of the Secretary, the Secretary of Commerce, 
the Administrator of the Federal Energy Administration., the Chair 
man of the Council on Environmental Quality, the Commandant of 
the Coast Guard, the Administrator of the Environmental Protection 
Agency, and the Administrator of the Occupational Safety and Health 
Administration shall be entitled to participate as observers in the 
deliberations of any Board established pursuant to subsection (a) 
of this section.

(<?) Each Board established pursuant to subsection (a) shall advise 
the Secretary on, all matters relating to outer Continental Shelf oil 
and gas development, including development of the leasing program 
required by section 18 of this Act, approval of development and pro 
duction, plann required pursuant to section 35 of this Act, implementa 
tion of baseline and monitoring studies, and the preparation of en 
vironmental impact statements prepared in the course of the imple 
mentation of the provisions of this Act.

(d) If any Regional Advisory Board or the Governor of any affected 
State—

(/) makes specific recommendations to the Secretary regarding
the size, timing, or location, of a. proposed lease ftalc or with respect
to a. proposed development and production plan; and

(2) submit* such recommendations to the Secretary -within
sixty days a-fter receipt of notice of such proposed- lease sale or
of such development and production, plan,

the Secretary shall accept such reconvmendatioiis, unless he determines 
they arc not consistent with national security or the overriding na 
tional interest. For purposes of this subsection, a determination of 
overriding national interest shall be based on the desirability of ob 
taining oil and gas supplies in. a balanced manner, consistent with the 
findings, purposes, and policies of this Act. To the extent that recom 
mendations from State Governors or Regional Advisory Boards con 
flict with each other, the Secretary shall accept such recommendations 
which he fnds to be the most consistent with the national interest. 
If the Secretary fnds that he cannot accept recommendations made 
pursuant to this subjection, he shall communicate, in writing, to such- 
Governor or such Board the reasons for rejection of such- rcconvmcnda-- 
•tions.

SKG. 20. BASKLIXK AND MOXITOKIKR STUDIKS.—(a.) (1) The Secre 
tary of Commerce, in cooperation with the Secretary, shall conduct 
a study of any area or region, included in any lease sale in order to 
establish baseline information concerning the status of the human, 
marine, and coastal environments of the outer Continental Shelf and 
the coastal areas which may be affected by oil and gas development 
in such area or region.

(2) Each study required, by paragraph (7) shall be commenced 
not later than sir mouths from the date of enactment of this section 
with respect to any area or region, where a- lease sale has been held
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before such date of enactment, and not later than six months prior 
to the holding of a lease sale 'with respect to any area or region where 
•no lease sale ha* been held before such date of enactment. The Secre 
tary of Commerce may utilize information collected in any study 
prior to the date of enactment of this section in conducting any such 
study.

(3) The Secretary of Gorrianerce shall, after being notified of the 
submission of any development and production, plan in an area or 
region under study ̂ complete such study and submit it to the Secretary 
prior to the date for final approval of any development and pro 
duction plan required by section 25 of this Act for any lease area. 
Failure of the Secretary of Commerce to complete any such, study 
in a lease area shall not, in itself, be a, basis for precluding the ap 
proval of a- development and production plan by the Secretary.

(4) In addition to developing baseline information, any study of 
an area or region, to the extent practicable, shall be designed to pre 
dict impacts on. the marine biota resulting from chronic low level- 
pollution or large spills associated with outer Continental^ Shelf pro 
duction, from me introduction of drill cuttings and drilling muds in 
the area, and from the. laying of pipe to serve the offshore production 
area, and the impacts of development offshore on the affected, and 
coaxal areas.

(b) Subseguent to the leasing and. developing of any area or 
region, the Secretary of Commerce shall conduct such additional 
studies to establish baseline information as he deems necessary and 
shall monitor the hitman, marine, and coastal environments of such 
area or region in a manner designed to provide timc-xeriex and data 
trend information which can. be used for comparison with '/my pre 
viously collected data, for the purpose of identifying any significant 
changes in the quality and' productivity of s-uch environments, for 
extablixhmg trends in the areas studied and monitored, and for 
designing experiments to identify the causes of such, changes.

(c) The Secretary of Conimerce shall, by regulation, establish pro 
cedures for carrying out his duties under this section, and shall plan 
and cany out mch duties in full cooperation unth affected States. To 
the extent that other Federal agencies have pre/wed environmental 
impact statements, are conducting studies or are monitoring the affected 
human, marine, or coastal environment, the Secretary of Commerce 
may utilise the information derived therefrom in lieu of directly con 
ducting such, activities. The Secretary of Commerce may also utilize 
information, obtained from any State or local government entity, or 
fr&m- any person, for the pwyoses of this section. For the purpose of 
carrying out his responsibilities under this section, the Secretary of 
Commerce may by agreement utilize, with or without, reimbursement, 
the *fimV?<?.v? personnel, or facilities of any Federal, State, or local 
government agency.

(d) AH soon- as practicable after the end of each fiscal year, the 
Seci'ctary of Commerce shall submit to the Secretary and to the Con 
gress and make available to the general public an assessment of the 
cumulative effect of activities conducted under this Act on the human, 
marine, and coastal environments.

Sue. 21. &IAATT /?AY/w.,i7Y<m.—(//.) (J) Safety regulation* which ap 
ply to the construction, and operation of any fixed structure and artifi-
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cud inland on the outer Continental /Shelf shall be promulgated and 
periodically revised. Such regulations shall be developed by the Secre 
tary and—

(A) the Administrator of the Environmental Protection 
Agency or the Secretary of Commerce, or both, for the protec 
tion of the marine and coastal environments;

(B) the Secretary of the Army or the Secretary of the De 
partment -in which the Coast Guard is operating, or both, for 
the avoidance of navigational hazards in the waters above the 
outer Continental Shelf; and

' (C) the Secretary of Labor or the Secretary of the Department 
in which the Coast Guard is operating, or loth, for occupational 
safety and health.

(2) In promulgating regulations under this section, the Secretary 
'shall require, on all new drilling and production operations and, 
wherever practicable, on existing operations, the use of the best avail 
able and safest technology, economically achievable, wherever failure 
of equipment would have a significant effect on occupational or public 
health, safety, or the environment.

(b) Upon the date of enactment of this section, the National Acad 
emy of Engineering shall commence a study of the adequacy of exist 
ing safety regulations and of technology, equipment, and techniques 
for operations with respect to the outer Continental Shelf, including 
the subject* listed in. subsection (a) of this section. Not later than 
nine months after the date of enactment of this section, the results 
of such study and recommendations for improved safety regulations 
shall be submitted to the Congress, the Secretary, and the Secretary 
of the Department inwhich the Coast Guard 'is operating.

(c) (1) Within one year after the date of enactment of this section, 
the applicable Federal official*, in consultation with other affected 
Federal agencies nad departments, shall complete a review of exist 
ing *a-fety regulation*, consider the results and' recommendations of 
the .ftudy required by xubftect'hn. (b), awl promulgate a. complete set 
of safety regulation* (which may incorporate outer Continental Shelf 
orders) which ahull apply to operation ft on the outer Continental 
Shelf or any region thereof. Any sa-fety regulation in effect on the date 
of enactment of this section which such officials find should be. retained 
Khali be promulgated- 'pursuant to the provision* of this section, but 
ahull remain m effect, until no promulgated. No safety regulation 
(other than a -field order) promulgated pursuant to this subsection 
*hall redufe the, degree, of tta-fety or protection, to the environment- 
afforded bt/ *<ifety regulation* previously in- effect.

(2) Wit'hin xia'ty days after the date of enactment of this section, 
the Secretary of Labor shall promulgate interim, regulations or stand 
ard* pursuant- to the Occupational Safety and Health Act of IfflO ap 
plying to (firing activities in the waters above the. outer Continental 
fthelf* and to other unregulated hazardous working conditions -for 
which he, in consultation with the. Secretary and the Secretary of t7ie 
Department in which the Coast Guard- is operating, determine* such 
regulation* or standard ft are necessary. Such, regulation* or xtandardu 
may be modified from time to time- as necessary, and shall remain in 
effect until fnal regulation* or *tundards are promulgated.
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(d) Nothing in this section shall affect or duplicate any authority 

provided 'by law to the Secretary of Transportation to establish and 
enforce pipeline safety standards and regulations.

(e) t Tfie Secretary shall make available to any interested person a 
compilation of all safety and other regulations which are prepared and 
promulgated by any agency or department of the Federal Government 
and applicable to activities on the outer Continental Shelf. Such com 
pilation shall be revised and updated annually,

SKC.82. BffFORCKHKNT.—(a) The Secretary and the Secretary of the 
Department in which the Coast Guard is operating shall strictly en 
force safety and environmental regulations promulgated pursuant to 
this Act. The Secretary and the Secretary of Labor shall strictly en 
force occupational and public health regulations promulgated pur 
suant to this Act. All operations authorized pursuant to this Act shall 
be regularly inspected for purposes of enforcing applicable regulations. 

(J) All holders of leases and permits under this Act shall—
(1) be responsible jointly with any employer or subcontractor 

for the maintenance of occupational safety and health, environ 
mental protection, and other safeguards, in accordance with reg 
ulations intended to protect persons, property, and -the environ 
ment on the outer Continental Shelf pursuant to this Act, and any 
other Act applicable to activities in or on the outer Continental 
Shelf; and

(2} allow prompt access, at the site of any operation subject 
to safety regulations^ to any inspector, and provide such docu 
ments and records which are pertinent to occupational or public 
health, safety, or environmental protection, as may be requested.

(c) The Secretary, with the concurrence of the Secretary of Labor 
and the Secretary of the Department in which the Coast Guard is 
operating, shall, within one hundred and twenty days after the date of 
enactment of this section, promulgate regulations applicable to the 
outer Continental Shelf to provide for representatives of the Federal 
Government to undertake—

(7) physical observation, at least twice each year, of all installa 
tions, peed or mobile, including rigs, platforms, diving boats, and 
apparatus;

(£) the testing of all safety equipment designed to prevent or 
ameliorate occupational hazards, bloioouts. fires, spillages, or other 
major accidents; and

(3) periodic onsite inspection without advance notice to the 
lessee or permittee, to assure compliance with occupational and 
public health, safety, or environmental protection regulations.

(d) (1) The Secretary of the Department in which the Coast Guard 
is operating shall mafee an investigation and public report on each 
major fire and each, major oil tjrillage occurring as a result of opera 
tions conducted pursuant to this Act. and hf. mnj/< in his discretion, 
make an investigation and report of lesser oil spillages. For pttrposes 
of this subsection, a major oil spillage is any spillage in, one instance 
of more than two hundred barrels of oil over a period of thirty days. 
All holders of leaw.s or permits issued or maintained under this Act 
shall cooperate with such Secretary in the course of any such investi 
gation.
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(8) The Secretary of Labor shaU make an investigation and public 
report on any death or serious injury occurring as a result of opera 
tions conducted pursuant to this Act, and may* in this discretion, make 
an investigation and report of any injury. For purposes of this sub 
section, a serious injury is one resulting in substantial impairment of 
any bodily unit or function. All holders of leases or permits issued or 
maintained under this Act shall cooperate with such- Secretary in the 
course of any such investigation.

(3) For purposes of carrying out their responsibilities under this 
section, the Secretary, the Secretary of Labor, and the Secretary of 
the Department in which the Coast Guard is operating may be agree 
ment utilize, with or without reimbursement, the services, personnel, 
or facilities of any Federal agency.

(e) The Secretary, the Secretary of Labor, or the Secretary of the 
Department in which the Coast Guard it operating shall consider any 
allegation from any person of the existence of a violation of any safety 
regulation issued under this Act. Any such Secretary who receives 
an allegation shall respond to such allegation within thirty days, and 
submit his findings within ninety days, after receipt of such allegation, 
stating whether or not such aueged violation exists and, if so, what 
action has been or will be taken.

(/) In any investigation conducted pursuant to this section, the 
Secretary, the Secretary of Labor, or the Secretary of the Department 
in which the Coast Guard is operating shall have power to summon 
witnesses and to require the production of books, pavers, documents, 
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 in the United States district court. Such Secretary, 
or his designee, shall administer all necessary oaths to any witnesses 
summoned before such investigation.

(g) The Secretary shall, after consultation with the Secretary of 
Labor and the Secretary of the Department in which the Coast Guard 
is operating, include in his annual report to Congress required by sec 
tion 15 of this Act the number of violations of safety regulations al 
leged by any person, the investigations undertaken, the results of such 
investigations, the number of proven violations of safety regulations 
(whether through such allegation and investigation, or in any other 
manner), the names of the violators, and the action taken with respect 
to such violators.

(h) Subject to judicial review, whenever the Secretary fmds, after 
notice and a hearing, that the oioner or operator of any lease—

(7) hat, by a repeated course of conduct, failed to comply with 
safety regulations promulgated under section 21 of this Act, and 
such failures have resulted in a clear and present danger to occu 
pational or public health, safety, or the environment; or

(S) has established an overall pattern of failing to comply, with 
out lawful justification, with regulations which are to assure the 
maximum, efficient, and safe development of such lease or leases; 

the Secretary shall cancel any such lease or leases which are the sub 
ject matter of such violations.

SEC. S3. CITIZEN SUITS, COURT JURISDICTION, AND JUDICIAL REVIEW.— 
(a) (1) Except as provided in this section, any person having an inter-
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est which is or can be adversely affected may commence a civil action 
on his own btihvlf—

(A ) agaimt any person, including the United States, and any 
other government instrumentality or agency for any alleged 
violation of any j/rovision of thin Act or any regulation promul 
gated under this Act, or of the terms of any permit or lease issued 
by the Secretary under this Act: and

(B) against any Federal Government official referred to in 
section 21 (a) (1) of this Act where there is alleged a failure of 
ifuch official to perform, any act or duty -under thin Act -which is 
not discretionary.

(2) No action may be commenced—
(A) under subsection (a) (J) (A) of this section—

(i) prior to sixty days after the plaintiff has given notice 
of the alleged violation, in writing under oath, to the appro 
priate Federal official and to any alleged violator; and

(II) if such official or the Attorney General has com 
menced and is diligently prosecuting a civil action in a court 
of the United States with respect to such matter, but in any 
such action any person adversely affected or aggrieved may 
intervene as a matter of right; or

(B) under subsection (a) (J) (B) of this section prior to sixty 
days after the plaintiff has given notice of s-uch action, in writing 
under oath, to the Federal Government official, in such manner as 
ttuch official shall by regulation prescribe, except that such action 
may be brought immediately after such notification in any case 
in which- the violation alleged constitutes an imminent threat to 
the public health or safety or would immediately affect a legal 
interest- of the plaintiff.

(3) In any action commenced pursuant to this section, the appro 
priate Federal official or the Attorney General, if not a- party, may 
intervene, an a.matter of right.

(4) A court, in issuing any final order in- any action brought pur 
suant to subsection (a) (1) or subsection (c) of this section, may award 
costs of litigation, including reasonable attorneys fees, to any party, 
whenever such court determined feuch award is appropriate. The court 
may, if a temporally restraining order or preliminary injunction is 
sought, require the, filing of a. bond or equivalent security in accordance 
with the Federal Rules of Civil Procedure.

(5) Kxcept ax provided in. subsection (c) of this section, nothing in 
this section Khali -restrict any right which any person or class of persons 
may have under this or any other Act to seek enforcement of any 
provision of this Act and any regulation- promulgated- under this Act, 
or to seek any other relief, including relief agaimt the a-ppropriate. 
Federal, official.

(b) Except as provided in subsection- (ft) of this section, the United 
States district courts shall have jurisdiction of cases and controversies 
arising out of, or in connection with (1) any operation- conducted 
on the outer Continental Shelf which involves exploration, develop 
ment, or production of the natural resources of the subsoil and 
seabed of the outer Continental Shelf, or. which involves rights to 
such natural resources, or (2) the cancellation, suspension, or termina-
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tion of a lease or permit under this Act. Proceedings with respect to 
any such case or controversy may be instituted in the judicial district 
•in which any defendant resides or may be found, or in the judicial 
district of the State nearest the place where the cause of action arose.

(c) (1) Any action of the Secretary to approve a leasing program 
pursuant to section 18 of this Act shall be subject to judicial review 
only in the United States Court of Appeals for the District of 
Columbia.

(2) Any action of the Secretary to approve, reguire modification of, 
of disapprove any exploration plan or any development and produc 
tion plan under this Act shall be subject to judicial review only in a 
United States court of appeals for a circuit in which an affected State 
is located.

) The judicial review specified in paragraphs (1) and (2) of 
this subsection shall be available only to a person who (A) partici 
pated in the administrative proceedings related to the actions specified 
in tnich paragraphs, (B) is adversely affected or aggrieved by such 
actio-n, (C) files a peti-ion for review of the Secretary's action within 
sixty days after the date of such action, and (Z>) promptly transmits 
copies of the petition to the Secretary and to the Attorney General of 
the United States.

(4) Any action of the Secretary (specified in paragraph (1) or (2) 
shall only be subject to review pursuant to the provisions of this sub 
section, and shall be specifically excluded from citizen suits which are 
permitted pursuant to subsection (a).

(5) The /Secretary shall file in the appropriate court the record of 
any public hearings required by this Act and any additional informa 
tion upon which the Secretary based his decision, as required by sec 
tion 2112 of title 28, United States Code. Specific objections to the 
action of the Secretary shall be considered by the court only if such 
objections have been submitted to the Secretary during the adminis 
trative proceedings related to the actions involved.

(6) The court of appeals conducting a- proceeding pursuant to this 
subsection shall consider the matter under review solely on the record 
made before the Secretary. The findings of the Secretary, if sup 
ported by substantial evidence on the record considered as a whole, 
shall be conclusive. The court may affirm, vacate, or modify any order 
or decision or may remand the proceedings to the Secretary for such 
further action as it inay direct.

(7) Upon the fling of the record with the court, pursuant to para 
graph (5) , the jurisdiction of the court shall be exclusive and its judg 
ment shall be fnal, except that such judgment shall be subject to review 
by the Supreme Court of the United States upon writ of certiorari.

(d) Except as to causes of action which the court considers of great 
er importance, any action under 'this section shall take precedence on 
the docket over all other causes of action and shall be set for hearing 
at the earliest practical date and expedited in. every way.

SKC. 24. RKMKDIKS AXD PfA'ALTiKS.—(a.) At the request of the Secre 
tary, the Secretary of Labor, or th.e Secretary of the. Department in 
which the Coast Guard is operating, the Attorney General or a United 
States attorney shall institute a ciril action hi the district court of the 
United States for the district in which the affected operation is located

70-512 O-18 - 15
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for a temporary retraining order, injunction, or other appropriate 
remedy to enforce any provision of this Act or any regulation or order 
issued under this Act,

(b) If any perton fails to comply with any provision of this Act, 
or any regulation or order issued under this Act, after notice of such 
failure and expiration-of any reasonable period allowed for corrective 
action, such person shall be liable for a civil penalty of not more than 
fJOjOOO for each day of the continuance of such failure. The Secretary, 
the Secretary of Labor, or the Secretary -of the Department in which 
the Coast Guard is operating, as applicable, may assess, collect, and 
compromise any such penalty. No penalty shall be assessed until the 
person charged with a -violation has been given an opportunity for a 
hearing.

(c) Any yerson who knowingly and willfully (/) violates any pro 
vision of this Act, or any regulation or order issued under the authority 
of this Aft designed to protect occupational or public health, safety, 
or the environment or conserve ntdural resources, (2) makes any false 
statement, representation^ or certification in any application, record, 
report, or other document fled or required to be maintained under this 
Act, (3) falsifies, tampers icith, or renders inaccurate any monitoring 
device or method of record required to be maintained under this Act, 
or (4) reveals any data- or information required to be kept confidential 
by this Act, shall upon conviction, be punished by <t fine of not more 
than 9100,000, or by imprisonment for not more than ten years, or 
both. Koch day that a violation under clause (1) of this subsection, 
continues, or each day that any monitoring device or data recorder 
remains inoperative or inaccurate because of any activity described in 
(ilauae (3) of this subsection, shall conxtitute (i wparatc violation.

(d) Whenever a corporation or other entity in trubject to prosecu 
tion under subsection- (c) of thin section, any officer or agent of such 
corporation or entity who Knowingly and wilfully authorized, ordered, 
or carried out the proscribed activity shall be. subject to the same fines 
or imprisonment, or both, <r.» provided for under subjection (c) of this 
section.

(e) The remedies and penalties prescribed in this section- shall be 
concurrent and cumulative, aw! the exercise of one shall not preclude 
the eaxrcite of the other*. Further, the. remedies and p&uiltie* pre 
scribed in this section shall be in. addition to any other reined Jen and 
•petwltie-y afforded by any other Jaw or regulation.

$M. So. On. AM> &ts VKVRLOpjtKxr A.VO PRODUCTION:—(a} (/) Prior 
to development and production jnt-rnuant to an oil and gas leant -issued 
under thix Act after the date of enactment of this section, or pursuant 
to an. oil and gas lease -muett under this Act and outstanding on the 
dnte of enactment of thi» section, with vessel to which development 
itml production ha* not yet commenced, the lessee shall submit a de 
velopment and -production -plan, (hereinafter in this section referred 
to ait a- "plan") to*the Secretary, for approval pursuant to this sectio'n.

(2) A plan nhalt be accompanied by a statement describing all fu 
tilities and operations other than those on. the outer Continental Shelf 
proposed- by the lessee and known by him- (whether or not eumed- <w 
operated' by xuch lestee) -which trill be constructed or utilized. •/« the 
development or production of oil or gat from the leate area, inclwlinff
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the location, and rite of such, facilities and operations, the land, labor, 
material, and energy requirements associated loith such facilities and 
operations, ami aU environmental ami safety safeguards to be 
implemented.

(3) Except for interpretive (fata-, -which, pursuant to regulations 
•prescribed by the Secretary, constitute confidential or privileged infor 
mation, the Secretary, -within ten, days after receipt of a plan and 
statement, shall (A) submit such plan and statement to the Govern/or 
of any affected titate and to any appropriate Regional Outer Con 
tinental Shelf Advisory Hoard established pursuant to section 19 of 
this Act, and (If) make such plan and statement available to any other 
appro/mate interstate regional entity, the executive of any affected 
focal government area, and the public.

(b) After the date of enactment of this section, no oil and gas lease 
may be issued -mirswint to this Act unless such hose requires that de 
velopment and -production of reserves be carried out in accordance 
with a- plan which complies -with- the requirements of this section.

(c) A plan- may apply to more. than, one oil and gas lease, and shall 
set forth, in the degree of detail established by regulations issued by 
the Secretary—

(J) the specific-work to be performed;
(2) a- description of all offshore facilities and operation* pro 

posed by the lessee or known by him (whether of not owned or 
operated by such 'lessee) to be directly related to the proposed de 
velopment, including the location and size of such facilities and 
operation*, a-nd the land, labor, material, and energy require 
ments associated with- such, facilities and operations;

(3) the environmental safeguards to be implemented on the 
outer Continental Shelf and how such safeguards are to be imple 
mented ,•

(4) fill safety standards to be met and how such standards are 
to be met;

(5) an expected rate of development and production and a time 
schedule for performance; and

(6) such other relevant information as the Secretary may by 
jathn. require.

(d) (1) After re-view of a- plan submitted purs-Mint to this section 
accordance ictih the National Environmental Policy Act of I960 

(42 U.&C1. 432 J et sef/.) t th* Secretary shall declare hi* findings
to whether development and production pursuant to the lease or set 
of lease* (which set include* such lease and other lease* which cover 
adjacent or nearby area* to the urea covered by tuch lease) is a major 
Federal action.

(2) The Secretary shall ai least once} prior to -major development 
in any structure^ areat or region of the outer Continental Shelf where 
there has been no previous development of oil and natural gat, declare 
development and production pursuant to a. lease or set of leases to be 
a major Federal action.

(3) The Secretary may require lessees on adjacent or nearby leases 
to submit preliminary or finaJ> plan* for their lease*) prior to or im 
mediately after <i determination by the Secretary that the procedures 
under the National Environmental Policy Act of 1969 shall commence.
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(e) If development and production pursuant to a plan is found to 

be a major Federal action, the Secretary shall transmit the draft en 
vironmental impact statement to the Governor of any affected State, 
any appropriate Regional Outer Continental Shelf Advisory Boanl, 
any appropriate interstate regional entity, and the executive of any 
affected local government area, for review and comment, and shall 
make, s itch draft available to the general public.

(/) // development and production pursuant to a. plan is not found 
to be a major Federal action, the Governor of any affected State, any 
appropriate Regional Outer Continental Shelf Advisory Board, and 
the executive of any affected local government area shall have ninety 
days from- receipt of the plan, from- the Secretary to submit comments 
and recommendations. Such comments and recommendations shall be 
•nuidc available to the public upon request. In. addition-, any interested 
person rnu-y sub in it comments and- n'.commendatiom.

(g) (J) After reviewing the record of any public hearing held with, 
respect to a -plan pursuant to the National Environmental Policy Act 
of I960 or the comments and recommendation* submitted under sub 
section (/) of this section, tlie Secretary shall, within sixty days after 
the release of the final environmental impact statement prejxt-red pur 
suant to the National Environmental Policy Act of 1969 in accordance 
with subsection (d) of this section, or one hundred and twenty days 
after the period provided for, comment under subsection (/) of this 
section, approve, disapprove, or require modifications of the plan. The 
Secretary shall require modification of a plan if he determines that 
the lessee hm failed to make adequate provision in- such- plan, for sa-fa 
operations on the lease area or for protection of the human, marine, 
or coastal environment, except that any modification requested by the 
Secretary shall be, to the maximum extent practicable, consistent with 
the coastal zone management program* of a.ffected States approved 
pursuant to section 306' of the Coastal Zone Management Act of 1072 
(1(1 T'.S.C. f/f5o), and with any ralid evcrctxa of authority by the State 
involved or any political subdivision thereof. The Secretary shall dis 
approve a plan only (A) if the lessee fails to demonstrate that he can 
comply with the requirements of this Act and other applicable Fed 
eral law, (ft) if the plan is not and. cannot "be made, to the maximum 
extent practicable, consistent with, the coastal zone management pro 
grams of affected States approved pursuant to section 306 of the 
Coastal Zone Management Act of 1072 (10 Tr.S.C. /#tf), or with any 
valid, exercise of authority by the State involved or any political sub 
division, thereof. or (C) if because of exceptional geological conditions 
in the lease area* evceptio-nal resource values in the marine or coastal 
environment, or other exceptional circumstances, the proposed plan 
cannot be modified to injure a safe operation. If a plan, is disapproved 
under clause (C) of thin paragraph, the lease shall be deemed canceled 
and. the lessee shall be entitled to reimbursement, by the United States 
for all consideration paid for the lease, plus interest thereon, from- the 
date of payment to the date of reimbursement, and for all direct ex 
penditures made after the date of the issuance of such- lease, and- in 
connection with exploration or derelopmant pursuant to the lease.

(2) The Secretary shall, from timf. to time, review each plan ap 
proved under This section. Such wiev1 shall be based upon cliangex
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in available information and other onshore or offshore conditions 
affecting or impacted by development and production pursuant to 
such plan. If the review indicates that the plan should be revised to 
meet the requirements of this subsection, the Secretary shall require 
such revision.

(h] The Secretary may approve any revision of an approved plan 
proposed "by the operator if he determines that such revision will lead 
to greater recovery of oil and natural gas, improve the efficiency, 
safety, and environmental protection of the recovery operation, or is 
the only means available to avoid substantial economic hardship to 
the lessee, to the extent such revision is consistent with protection of 
the marine and coastal environments. Any revision of an approved 
plan which the Secretary determines is significant shall be reviewed 
in accordance -with, subsections (d) through, (g) of this section.

(i) Whenever the owner of any lease fails to submit a plan in 
accordance with regulations issued under this section, or fails to 
comply with an approved plan, the lease may, after notice to such 
owner of such failure and expiration of any reasonable period allowed 
for corrective action, and after an opportunity for a hearing, be for 
feited, canceled, or terminated, subject to the right of judicial review, 
in accordance -with the provisions of section 23(b) of this Act. Ter 
mination of a- lease became of failure to comply with an approved 
plan, including required modifications or revisions, shall not entitle 
a lessee, to any compensation.

SKV. %(>. OUTKK GOXTIXKXTAL SllKJ.V Oil. AifD GAS INFORMATION
PKOGHAM.—(a) (/) (A) Any lessee or permittee conducting any explo 
ration for, or development or production of, oil or gas pursuant to 
thin Act tfhall provide the Secretary access to all data obtained from 
such activity and shall provide copies of such specific data, and any 
interpretation of any such, data, as the Secretary may request. Such 
data and interpretation, shall be provided in accordance with regula 
tions which the Secretary shall prescribe.

(1i) If an interpretation, provided pursuant to subparagraph (A) 
of this paragraph, is made in good, faith, by the lessee o>' permittee, 
such lessee or permittee shall -not be held responsible for any conse 
quence of the me of or reliance upon such interpretation.

(G) Whenever any data is provided to the Secretary, pursuant to 
subparagraph (A) of this paragraph—

(i) by a lessee, in. the form, and manner of processing which 
•is utilized by such lessee in the normal conduct- of hi* business, 
the Secretary shall pay the reasonable cost of reproducing such 
data,' and

(ii) by a lessee, in such other form and manner of processing as 
the Secretary may request, or by a permittee, the Secretary shall 
pay the reasonable cost of processing and reproducing such data, 

pursuant to such regulations an he may prescribe.
(2) Each Federal age-ncy shall provide the Secretory with any 

data obtained by »uch Federal, agency conducting exploration pursu 
ant to section 11 of this Act, and any other information which may be 
necessary or useful to assist him- in carrying out the provisions of this 
Act.
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(J) (/) Information provided to the Secretary pursuant to subsec 
tion (a) of this section shall be processed, analyzed, and interpreted by 
the Secretary/ for purposes of carrying out his duties under this Act.

(2) As soon as practicable after information provided to the Secre 
tary pursuant to subsection (a) of this section is processed, analyzed, 
and. interpreted, the Secretary shall make available to the affected 
States a summary of data designed to assist them in planning for the 
onshore impacts of possible oil and gas development and production. 
Such summary shall include estimates of (A) the oil and- 009 reserves 
in.areas leased or to be leased, (B) the size and timing of development 
if and when oil or gas, or both, is found, (0) the location of pipelines, 
and (D) the general location and nature of onshore facilities.

(c) The Secretary shall prescribe regulations to (/) assure that the 
confidentiality of privileged information received by the Secretary 
under this section will be maintained, and (£) set forth the time pe 
riods and conditions which shall be applicable to the release of such 
information. Such regulations shall include a provision that no such 
information will be transmitted to any affected State or any Regional 
Advisory Board unless the lessee, or the permittee and all persons to 
whom sutih permittee has sold such information under promise of con 
fidentiality, agree to such transmittal.

(d)(l) The Secretary shall transmit to any affected State and any 
appropriate Regional Advisory Board1—

(A} a copy of all relevant actual or proposed programs, plans, 
reports, environmental impact statement, tract nominations (in 
cluding negative nominations) and other lease sale information, 
any similar type of relevant information, and all modifications and 
revisions thereof and comments thereon, prepared or obtained by 
the Secretary pursuant to this Act;

(B) any relevant information prepared by the Secretary pur 
suant to subsection (b) of this section; and

(C) any relevant information received by the Secretary pur 
suant to subsection (a) of this section, subject to any applicable 
requirements as to confidentiality which are set forth in regula 
tions prescribed under subsection (c) of this section.

(2) Notwithstanding any other provision of this section, the 6fov- 
ttmvr of any affected State may designate an appropriate State official 
to inspect, at a regional location' which the Secretary shall designate, 
any privileged information received by the Secretary regarding any 
activity adjacent to such State, except that no such inspection shall 
take place prior to the sale of a lease covering the area in which such 
activity was conducted. Knowledge obtained by such State during such 
inspection shall be subject to applicable requirements as to confiden 
tiality which are set forth in regulations prescribed under subsection 
(c)^of this section.

(c) Any provision of State or local law which provides for public 
access to any privileged information received or obtained by any per 
son pursuant to this Act is expressly preempted by the provisions of 
this section, to the extent that it applies to such information.

(/) If Me Secretary finds that any State cannot or does not comply 
with the regulations issued under subsection (c) of this section, he snail 
thereafter withhold transmittal of privileged inforniation to such
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State until he finds that such State can and will comply with such 
regulations,

(g) The regulations prescribed pursuant to subsection (c) of this 
section, and the provisions of subsection 65%(b) (9) of title 5, United 
States Code, shall not apply to any information obtained in the con- 
duot of geological or geophysical explorations by any Federal agency 
(or any person acting under a service contract with- such agency}, 
pursuant to section 11 of this Act.

SKC. £7. FKDKKAL PVRCHASK AND DISPOSITION OF OIL AND GAS.—(a) 
(1)Except as may be necessary to comply with the provisions of sec 
tions 6 and 7 of this Act, all royalties or net profit shares, or both, 
accruing to the United States under any oil and gas lease or -permit 
issued or maintained in accordance with thix Act, shall, on demand of 
the Secretary, be paid in oil or gas.

(2) The United States shall have the right to purchase not to exceed 
16% per centum by volume of the oil and gas produced pursuant to a 
lease or permit issued in accordance with this Act, at the -regulated 
price, or, if no regulated price applies, at the fair market value at the 
wellhead of the oil and gas saved, removed or sold, except that any oil 
or gas obtained by the United States as royalty or net profit share shall 
be credited against the amount that may be purchased under this 
subsection.

(3) Title to any royalty, net profit share, or purchased oil or gas may 
be transferred, upon request, by the Secretary to the Secretary of 
Defense, to the Administrator of the General Services Administration, 
or to the Administrator of the Federal Energy Administration, for 
disposal within the Federal Government.

(b) (1) Upon the commencement of production of oil from the outer 
Continental Shelf pursuant to any lease issued after the date of 
enactment of this subsection, the Secretary, pursuant to such terms as 
he determines and in the absence of any provision of law which pro 
vides for the mandatory allocation o/ such oil in amounts and at 
prices determined by such provision, or regulations issued in accord 
ance with such provision, may offer to the public and sell by competi 
tive bidding for not more than its regulated price, or, if no regulated 
price applies, not less than its fair market value any part of the oil 
(A] obtained by the United States pursuant to such lease as royalty or 
net profit share, or (B) purchased by the United States pursuant to 
subsection (a) (2) of this section.

(2) Whenever, after consultation with the Administrator of the 
Federal Energy Administration, the Secretary determines that small 
refiners do not have access to adequate mppliat of oil at equitable prices, 
the Secretary may dispose of any oil which is taken as a- royalty or net 
profit share accruing or reserved to the United States pursuant to any 
lease issued or maintained under this Act, or purchased by the United 
States pursuant to subsection, (a) (2) of this section, by conducting a 
lottery for the sale of such oil, or may equitably allocate &vch oil among 
the competitors for the purchase of such oil, at the regulated price, or 
if no regulated price applies, at its fair market, value. The Secretary 
shall limit participation in any lottery or allocated- sale to assure 
such access and shall publish notice of such sale, and the terms thereof, 
at least thirty days in advance of »uch sale. Such notice shall include
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.......tionts for participation, the amount of oil to be sold, and any
limitation in the amount of oil which any participant may be entitled to 
purchase.

(3) Whenever a provision of law is in effect which provides for the 
mandatory allocation of such oil in amounts or at prices determined by 
such-provision, or regulations issued in accordance with such provision, 
the Secretary may only sell such oil in accordance with, such provision 
of law or regulations.

(c)(l) Except as provided in paragraph (2) of this subsection, 
upon the commencement of production of gas pursuant to any lease 
issued after the date of enactment of this subsection, the Secretary, 
pursuant to such terms as he determines, may offer to the public and 
sell by competitive bidding for not more than its regulated price, or, 
if no i'egulated price applies, not less than its fair market value any part 
of the gas (A) obtained by the United States pursuant to a. lease ay 
royalty or net profit share, or (B) purchased by the United States 
pursuant to subsection (a) (2) of this section.

(#) Whenever, after consultation, with and. advice from the Ad 
ministrator of the Federal Energy Administration and the Chairman 
of the Federal Power Commission, the Secretary determines that an 
emergency shortage of natural gas is threatening to cause sevens eco 
nomic or social dislocation in any region of the United. States and 
that such region can be .-eraiced in practical, feasible, and efficient 
manner by royalty, net profit share, or purchased gas obtained pur 
suant to the provisions of this subsection, the Secretary may allocate, 
or conduct a lottery for the sale of such, gas, and shall limit the sale of 
such gas to any person, servicing such region, but he shall not sell any 
such gas for more than its regulated price, or, if no regulated price 
applies, less, than its fair market value. Prior to allocating any ga.<t 
pursuant to this paragraph, the Secretary shall consult- with the, 
Federal Power Commission.

(d) The lessee shall take any Federal oil or gas for which- no ac 
ceptable bids are received, as determined by the Secretary, and which 
is not transferred pursuant to subsection (a) (3) of this section, and 
shall pay to the United States a cash amount equal to the regulated 
price, or, if no regulated: price applies, the fair market value of the oil 
or gas so obtainea. In the event that net profit share oil or gas produced 
pursuant to the bidding system authorized in subparagraphs (G) and 
(IJ) of section 8(a) (7) of this Act is sold back to the lessee or lessees, 
each party shall be eligible to purchase a- pro rata share according to 
its -per centum interest.

As used in this section— 
(/) the term, "regulated price" means the highest price—

(A) at which Federal oil may be sold pursuant to the 
Emergency Petroleum- Allocation Act of 7.975 and any rule 
or order issued under such Act,'

(B) at which natural gas may be sold to natural-gas com 
panies pursuant to the Natural Gas Act and any rule or order 
issued under such. Act,' or

(C) at which either Federal oil or gas may be sold under 
any other provision of law or rule or order thereunder which- 
sets a price (or -manner for determining a price) for oil or
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gcu produced pursuant to a lease or permit issued in accord 
ance with this Act; and

(2) the term, usmall refiner" means an owner of MI existing 
refinery or refineries, including refineries not in operation, who 
qualifies as a small "business concern under the rules of the Small 
Business Administration and who it unable to purchase in the open 
market an adequate supply of crude oil to meet the needs of his 
existing refinery capacities.

(/) Nothing in this section shall prohibit Jhe right' of the United 
States to purchase any oil or gas produced on the outer Continental 
Shelf, as provided in section-1% (b ) of this Act.

SKC. 28. LixiTATioxs o.\ EXPORT.— (a) Except an provided in sub 
section (d), any oil or gas produced from- the outer Continental Shelf 
shall be subject to the requirements and provisions of the Export Ad 
ministration Act of 1969 (60 App. UjS.G. £401 et seq.).

(b) Before any oil or gas subject to this section may be exported 
under the requirements and provisions of the Export Administration 
Act of 1969, the President shall make and publish an express finding 
that such exports will not increase reliance on imported oil or gas, are 
in the national interest, and are in accord with the provisions of the 
Export Administration Act of 1969.

(c) The President shall submit reports to the Congress containing 
findings made under this section, and after the date of receipt of such 
rt.port OIngres* shall have a period of sixty calendar days, thirty days 
of which Congress must have been in session, to consider whether 
'exports under the terms of this section are in the national interest. If 
the Congress within such time period passes a concurrent resolution of 
disapproval stating disagreement with the President's finding con 
cerning the national interest, further exports made pursuant vo such 
Presidential findings shall cease.

(d) The provisions of this section shall not apply to any oil or gas 
which is either exchanged in similar quantity for convenience or in 
creased efficiency of transportation with persons or the government of 
a foreign state, or which is temporarily exported for convenience or 
increased efficiency of transportation across parts of an adjacent for- 
eigniftateandreenters the United States.

COASTAL ZONE MANAGEMENT ACT OF 197-2 

(Public Law 02-583)

DEFINITIONS

SEC. 304. For the purposes of this title—
(a) 1 "Coastal zone" means the coastal waters (including the lands 

therein and thereunder) and the adjacent shorelands (including the 
waters therein and thereunder), strongly influenced by each other and 
in proximity to the shorelines of the several coastal states, and includes 
transitional and intertidal areas, salt marshes, wetlands, and beaches.
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The zone extends, in Great Lakes waters, to the international bound 
ary between the United States and Canada and, in other areas, seaward 
to the outer limit of the United States territorial sea. The zone extends 
inland from .the shorelines only to the extent necessary to control 
shorelands, the uses of which have a direct and significant impact on 
the coastal waters. Excluded from the coastal zone are lands the use 
of which is by law subject solely to the discretion of or which is held in 
trust by the federal Government, its officers or agents.

(b) "Coastal waters" means (1) in the Great Lakes area, the waters 
within the territorial judisdiction of the United States consisting of 
the Great Lakes, their connecting waters, harbors, roadsteads, and 
estuary-type areas such as bays, shallows, and marshes and (2) in 
other areas, those waters, adjacent to the shorelines, which contain a 
measurable quantity or percentage of sea water, including, but not 
limited to, sounds, bays, lagoons, oayous, ponds, and estuaries.

(c) "Coastal state" means a state of the United States in, or bor 
dering on, the Atlantic, Pacific, or Arctic Ocean, the Gulf of Mexico, 
Long Island Sound, or one or more of the Great Lakes. For the pur 
poses of this title, the term also includes Puerto Rico, the Virgin 
Islands, Guam, and American Samoa.

(d) "Estuary" means that part of a river or stream or other body 
of water having unimpaired connection with the open sea, where the 
sea water is measurably diluted with fresh water derived from land 
drainage. The term includes estuary-type areas of the Great Lakes.

(e) "Estuarine sanctuary" means a research area which may include 
any part or all of an estuary, adjoining transitional areas, and adja 
cent uplands, constituting to the extent feasible a natural unit, set 
aside to provide scientists and students the opportunity to examine 
over a period of time the ecological relationships within the area.

(f) "Secretary" means the Secretary of Commerce.
(g) "Management program" includes, but is not limited to. a com 

prehensive statement in words, maps, illustrations, or other media of 
communication, prepared and adopted by the state in accordance 
with the provisions of this title, setH ? forth objectives, policies, and 
standards to guide public and privau. uses of lands and waters in the 
coastal zone.

(h) "Water use" means activities which are conducted in or on the 
water; but does not mean or include the establishment of any water 
quality standard or criteria or the regulation of the discharge or runoff 
of water pollutants except the standards, criteria, or regulations which 
are incorporated in any program as required by the provisions of 
section 307(f). V

(i) "Land use" means activities which are conducted in or on the 
shorelands within the coastal zone, subject to the requirements out 
lined in section 307(g).

(;) "Outer Continental Shelf energy activity" means exploration 
/or, or the development or production of, oil and gat resources from 
the outer Continental Shelf or the location^ construction, expansion 
or operation of any energy facilities made necessary by such explora 
tion or development.

(k) "Energy facilities" means new facilities or additions to exist 
ing facilities—



229

(J) which are or will be directly used in the extraction, con 
version, storage, transfer, processing, or transporting of any 
energy resource/ or

which are or will be used primarily for the manufacture,
production, or assembly of equipment, machinery, products, or 
devices which are or will be directly involved in any activity 
described in -paragraph (1) of this subsection and which will 
serve, impact, or otherwise affect a substantial geographical area 
or substantial numbers of people.

The term includes, but is not limited to (A) electric generating plants; 
(B) petroleum, refineries and associated facilities; (C) gasification 
plants; liquefied natural gas storage, transfer, or conversion facilities; 
and uranium enrichment or nuclear fuel processing facilities; (D) 
outer Continental Shelf oil and gas exploration, development, and 
production facilities, including platforms, assembly plants, storage 
depots, tank farms, crew and supply bases, refining complexes, and 
any other installation or property that is necessary for such explora 
tion, development, or production; (E\ facilities for offshore loading 
and marine transfer of petroleum; (F) pipelines ana transmission 
facilities; and (G) terminals which are associated with any of the 
foregoing.

(I) "Public facilities and public services" means any services or 
facilities which are financed, in whole or in part, by state or local 
government. Such services and facilities include, but are not limited 
to, highways^ secondary roads, parking, mass transit, water supply, 
waste collection and treatment, schools and education, hospitals and 
health cam,' fire and police protection, recreation and culture, other 
human services, and facilities related thereto, and such governmental 
services as are necessary to support any increase in population and 
development.

(m) "Local government^ means any political subdivision of any 
coastal state if such subdivision has taxing authority or provides any 
imblio service which is financed in whole or part by taxes, and such 
term includes, but is not limited to, any school district, fire district, 
transportation authority, and any other special purpose district or 
authority.

(n) "Net adverse impacts" means the consequence* of a coastal en 
ergy activity which are determined by the Secretary to be econom 
ically or ecologically costly to a state's coastal zone when weighed 
against the benefits of a coastal energy activity which directly offset 
such costly consequences according to the criteria as determined in 
accordance with section 308 (c) of this title. Such impacts may include, 
but are not limited to —

(J ) rapid and significant population changes or economic de 
velopment requiring expenditures for public facilities and public. 
services which, cannot be financed entirely through its usual and 
reasonable means of generating state and local revenues, or 
through availability of Federal funds including those authorized 
by this title;

(2) unavoidable loss of unique or unusually valuable ecological 
or recreational resources when such loss cannot be replaced or 
restored through its usual and reasonable means of generating
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state and local revenues, or through availability of Federal funds
including those authorised by this title.

(o) uCoastal energy activity'1 means any of the.folloioing activities 
if it is carried out in, or has a significant effect on. the coastal zone 
of any coastal state or coastal, states—

(1) the exploration, development, production, or transporta 
tion of oil and gas resources from the outer Continental Shelf 
and trie location, construction, expansion, or operation of sup 
porting equipment and facilities limited to exploratory rigs and 
vessels; production platforms; subsea. completion systems; ma 
rine service and supply bases for rigs, drill ships, and supply 
vessels ;-pipelines, pipelaying vessels and pipeline terminals, tanks 
receiving oil or gas from the outer Continental Shelf for tem 
porary storage; vessel loading docks and terminals used for the 
transportation of oil or gas from the outer Continental Shelf; 
and other facilities or equipment required for the removal of tne 
foregoing or made 'necessary by the foregoing when such, other 
facilities or equipment are determined by the coastal state af 
fected to ha-ve technical requirements which would make their 
location, construction, expansion, or operation in the coastal zone 
unavoidable;

(2) the location, construction, expansion, or operation of vessel 
loading docks, terminals, and storage facilities used for the 
transportation of liquefied natural gas, coal, or oil of conversion 
or treatment facilities necessarily associated with the processing 
of liquefied natural gas; or

(3) the location, construction, expansion, or operation of deep- 
water ports and directly associated facilities, as defined in the 
Deepwater Port Act (33 U.S.C. 1501-1624).

COASTAL KKERGY ACTIVITY IMPACT PROGRAM

SKC. 308. (a) (1) The Secretary shall make a payment for each 
fiscal year -to each- coastal state in an amount which bears to the 
amount appropriated for that fiscal year pursuant to paragraph (6) 
of this subsection the same ratio as the number representing the aver 
age of the folloviing proportions (computed with regard to such, 
state) bears to 100—

(A) the proportion which the outer Continental Shelf acreage 
which is adjacent to such state and which is leased by the Fed 
eral Government in that year bears to the total out.er Continental 
Shelf acreage which is leased by the Federal Government in that 
year,-

(B) the proportion which the number of exploration and de 
velopment wells adjacent to that state which are drilled in that 
year on outer Continental Shelf acreage leased by the Federal 
Government bears to the total number of exploration and devel 
opment wells drilled in that year on outer Continental Shelf 
acreage leased by the Federal Government;

(C) the proportion which the -volume of oil and natural gas 
produced in that year from outer Continental Shelf acreage which
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is adjacent to such state ai\d which, is leased by the Federal Gov 
ernment bears to the. total volume of oil and natural gas produced 
in that year from outer Continental Shelf lands under Federal 
lease in that year;

(D) the proportion which the volume of oil and natural gas 
produced from outer Continental Shelf acreage leased by the 
Federal Government and first landed in such state in that year 
tears to the total volume of oil and natural gas produced from 
all outer Continental Shelf acreage leased by the Federal Govern 
ment and first landed in the United States in that year;

(E) the proportion which the number of individuals residing 
in such state in that year who are employed directly in outer Con 
tinental Shelf energy activities by outer Continental Shelf lessees 
and their contractors and subcontractors bears to the total num 
ber of individuals residing in.all coastal states who are employed 
directly in outer Continental Shelf energy activities in. that year 
by outer Continental Shelf lessees, and their contractors and sub 
contractors; and

(F) the proportion which the onshore capital investment which 
is made during that year in such state ana which is required to 
directly support outer Continental Shelf energy activities bears 
to the total 'of all such onshore capital investment made in all 
coastal states.auring that year.

(4?) For purposes of calculating the proportions set forth in 
paragraph (J) of this subsection, "the outer Continental Shelf lands 
which are adjacent to such state" shall be the portion of the outer 
Continental Shelf lying on that state's side of extended seaward 
boundaries determined as follows: (A) fn the absence of seaward 
lateral "boundaries, or any portion thereof, clearly defined or fixed by 
interstate compacts, agreements, or judicial decree (if entered into, 
agreed to, or issued b'efore the effective date of this paragraph), the 
boundaries shall be that portion of the outer Continental Shelf which 
would lie on that state's side of lateral marine boundaries as deter 
mined by the application of the principles of the Convention on the 
Territorial Sea and the Contiguous Zone. (B) If seaward- lateral 
boundaries have been clearly defined or fixed by interstate compacts, 
agreements, or judicial decree (if entered into, agreed to, or issued be 
fore the effective date of this paragraph) , such "boundaries shall be ex 
tended on the basis of the principles of delimitation used to establish 
them.

(J) The Secretary shall have the responsibility for the compilation, 
evaluation, and calculation of all relevant data required to determine 
the amount of the payments authorized by this subsection and shall, 
by regulations promulgated in accordance with section 569 of title 6, 
United States Code, set forth the method by which collection and eval 
uation of such data shall be made. In compiling and evaluating such 
data, the Secretary may require the assistance of any relevant Federal 
or State agency. In calculating the proportion* set forth in paragraph 
(J ) of this subsection, payments made for any fiscal year shall be based 
on data from the immediately preceding fiscal year, and data, from the 
transitional quarter beginning July 7, 7.97tf. ana ending September SO, 
1976, shall "be included in the data, from the fiscal- year ending June 30, 
1976.
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(4) Each cocutal state receiving payments under this subsection shall 

use the moneys for the following purposes and in the following order 
of priority:

(A) The retirement of state and local bonds, if any, which are 
guaranteed under section 309 of this title which were issued for 
projects or programs designed to provide revenues which are to be 
•used to provide public services ana public facilities which are made 
necessary by outer Continental Shelf energy activity; except that, 
if the amount of such payments is insufficient to retire both state 
and local bonds, priority shall be given to retiring local bonds.

(B) The study of, planning for, development of, and the carry 
ing out of projects or programs which are designed to provide 
new or additional public facilities or public services required as 
a direct result of outer Continental Shelf energy activity,

(C) The reduction or amelioration of any 'Unavoidable loss of 
unique or unusually valuable ecological or recreational resources 
resulting from, outer Continental Shelf activity.

(5)It shall be the responsibility of the Secretary to determine an 
nually if such coastal state has expended or committed funds in ac 
cordance with the purposes authorized herein by utilising procedures 
'pursuant to section §1% of this title. The United States snail be en 
titled to recover from any coastal state that portion- of any payment 
received by such state under this subsection which—

(A) is not expended by such state before the close of the 
'fiscal year immediately folloioing the fiscal year in which the 
payment was disbursed', or

(B) is expended or committed by such state for any purposes 
other than a purpose set forth in paragraph (4 ) of thin subsection.

(G) For purposes of this subsection, there (ire hereby authorized to 
be appropriated funds not to exceed $50,000 $00 for the fiscal year 
ending September 30, 1077; $50,OOOflOO for the fiscal year ending 
September 30, 1978; $75jOOO,000 for the fiscal year ending Septem 
ber 30, 1079; $100fiOOJWO for the focal year ending September 30, 
lf)$0; and $125,000,000 for the focal year ending September 30,1981.

(7) It is the intent of Congress that each state receiving payments 
under this subsection shall, to the maxim-urn- extent practicable, al 
locate all or a portion of such payments to local goventm&itit thereof 
and that s-ueh allocation shall be on a basis which is proportional to 
the extent to which local governments require assistance, for purpose? 
as provided in paragraph (4) of this nub section. In addition, any 
coastal state may, for the purposes of cawying out- the provisions 
of this subsection, and with the approval of the Secretary^ allocate 
all or a portion of any grant received under this subsection to (A) 
any areawide agency designated under section 204 °f the Demonstra 
tion Cities and Metropolitan Development Act of 1966, (11) any 
regional agency, or (C) any interstate agency. No provision in this 
subsection shall relieve any state of the responsibility for injuring 
that any funds allocated to any local government or other agency 
shall be applied in furtherance of the purposes of this subsection*

(b)(l) The Secretary may make grants to any coastal state if he 
determines that such stated coastal zone is being, or is likely to be, 
impacted by the location, construction, expansion, or operation, of
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energy facilities in, or which significantly affect its coastal zone. Such 
grants shall be for the purpose of enabling such coastal state to study 
and plan for the economic, social, and environmental consequences 
which' are resulting or are Ukely to result in its coastal zone from 
such energy facilities. The amount of any such grant may equal up 
to 80 per centum of the cost of such study or plan, to the extent of 
available funds.

(2) The Secretary may make grants to any coastal state if he 
is satisfied, pursuant to regulations and criteria to be promulgated 
according to subsection (c) of this section, that such state's coastal- 
zone has suffered, or will suffer, net adverse impacts from any coastal 
energy activity. Such grants shall be used for, and may equal up to 
80 per centum of the cost of carrying out projects, programs, or other 
purposes which are designed to reduce or ameliorate any net adverse 
impacts resulting from coastal energy activity.

(c) Within one hundred and eighty days after the effective date 
of this section, the Secretary shall, by regulations promulgated in 
accordance with section 553 of title 5, United States Code, establish 
requirements for grant eligibility under subsection (b) of this sec 
tion. Such regulations shall—

(1) include appropt^iate criteria for determining the amount 
of a grant and the general range of studying and planning ac 
tivities for which grants will be provided under subsection (b) 
(1) of this section;

(2) specify the means and criteria by which the Secretary 
shall determine whether a state's coastal zone has, or will suffer, 
net adverse impacts;

(3) include criteria for calculating the amount of a grant 
under subsection (b) (#) of this section, which criteria shall in 
clude consideration of——

(A) offsetting benefits to the state's coastal zone or a politi 
cal subdivision tliereof, including but not limited to, increased 
revenues;

(B) the state's overall efforts to reduce or ameliorate net 
adverse impacts, including but not limited to, the state's effort 
to insure that persons whose coastal energy activity -is directly 
'responsible for net adverse impacts in the state's coastal zone 
are required, to the maximum extent practicable, to reduce or 
ameliorate such net adverse impacts;

(0) the state's consideration of alternative sites for the 
coastal energy activity which would minimize net adverse 
impacts; and

(D) the availability of Federal funds pursuant to other 
statutes, regulations, and" programs, and under subsection (a) 
of this section, which may be used in whole or in part to reduce 
or ameliorate net adverse impacts of coastal energy activity; 

In developing regulations under this section, the Secretary shall con 
sult with the appropriate Federal agencies, which upon request, shall 
assist the Secretary in the formulation, ofi the regulations under this 
subsection on a nonreimbursable basis; with representatives of appro 
priate state and local governments; with commercial, industrial, and 
environmental organizations; with public and private groups; and



234
• « *.*•* n « je

or concerns regarding adverse imp-Mts and benefits that may affect the 
coastal zone.

(d) All funds appropriated to carry out the purposes of subsection 
(ft) of this section, shall be deposited in a fund which, shall be known 
as the Coastal Energy Activity Impact Fund. The fund shall be ad 
ministered and used by the Secretary as a, revolving fund for carrying 
out such, purposes. General expenses of administering this section may 
be charged to the fund. Moneys in the fund may be deposited inintercst- 
bearing accounts or invested in bonds or other obligations which are 
guaranteed as to principal and interest to the United States.

(e) There arc hereby authorized to be appropriated to the Coastal 
Eneray Activity Impact Fund such sums not to exceed $125^00^000 
for the fiscal year ending September 30, 1977, and for each of the next 
four succeeding fiscal years, as may be necessary, which shall remain 
available 'until expended.

(/.) ft -is the intent of Congress that each state receiving any grant 
under -paragraph (/) or (2) of subsection- (e) of this section, shall, to 
the maximum extent practicable, allocate all or a portion of such grant 
to any local government thereof which has suffered or may suffer net 
adverse impacts resulting from coastal energy activities and such allo 
cation shall be on a basis which is proportional to the extent of such 
•net advene impact. In addition, any coastal state may, for the purpose 
of carrying out the provisions of subsection (c) of this section, with 
the approval of the Secretary, allocate all or a portion of any grant 
received to (1) any areawide agency designated under section 204 of 
the Demonstration Cities and Metropolitan Development Act of 196'G, 
(2) any regional agency, or (3) any interstate agency. No provision 
in subsection ( b } of this section shall relieve a state of the responsibility 
for injuring that any funds so allocated to any local Government or 
any other agency shall be applied in furtherance of the purposes of 
nitch. subsection.

(g) No coaxial state in eligible to receive any payment under subsec 
tion (a) of this section, or any grant under subsection (b) of this sec 
tion unlew such state —

(1) is receiving a program development grant under section 
305 of this title, or is making satisfactory progress, an determined 
by the Secretary, toward the development of a coastal zcne. man 
agement program, or has such, a, program, approved pursuant to 
section 306 of this title,' and

(2) ha* demonstrated to the satisfaction of, and has provided 
adequate assumnce* to, the Secretary that the proceeds of any 
such payment or grant- will be used in a. wanner consistent 'with 
the coastal zone management program- being developed by it, or 
•with it* approved program, comistent 'with. the goats and objec 
tives of this title.

STATK A\U 1.0G.-(f. GO\'X/t.\'ai£i\'T HO.YD GUAKAXTKKS

SKG. 309. (a) The, Secretary is authorized, in accordance with such 
rules as he shall prescribe, to make commitments to guarantee and to 
guarantee the payment of interest on and theprincipatbalance of bonds
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or other evidences of indebtedness issued by a coastal state or unit of 
general purpose local government for the purposes specified in sub 
section (b) of this section.

(b) A boiul or other evidence of in( "tedness may be guaranteed 
under this section, only if it is issued by a coastal state or unit of general 
purpose local government for the purpose of obtaining revenues -which- 
are to be used to provide public services and public facilities which are 
made necessary by outer Continental Shelf energy activities.

(c) Bonds or other evidences of indebtedness guaranteed under this 
section shall be guaranteed on, truch terms and conditions as the Secre 
tary shall prescribe ̂ except that—

(1) -no guarantee shall be made unless the Secretary deter 
mines that the issuer of the evidence of indebtedness -would -not be 
able to borrow sufficient revenues on. reasonable terms and condi 
tion* without the guaranteej

(2) the guarantees shall provide for complete amortization of 
the indebtedness -within, a period not to exceed, thirty years/

(3) the aggregate, principal amount of the obligations which 
way ba guaranteed- under this section on- behalf of a- coastal state 
or a unit- of general purpose local government ami outstanding at 
any one time muy -not exceed $20.000,000;

(4) the aggregate principal amount of all the obligations which 
may be, guaranteed under this suction, and outstanding at any 
one time may -not- exceed. $%00,000£00;

(5) no guarantee shall be made unlest the Secretary determine* 
that the bond* or other evidences of indebtedness -will—

(A ) be isifued only to investors approved- by or meeting
•requirements prescribed by, the Secretary, or, if an offering
to the public is contemplatedi be underwrittenupon term* and
condition* approved by the. Secretary;

(/?) bear interest- at a rate satisfactory to the Secretary;
(C) contain- or be subject to repayment, maturity', and. 

other provision* satisfactory to the Secretary; and
(D] contain or be subject to provisions with respect to 

the protection of the n&curity interest of the United States;
(6) the approval of the Secretary of the Treasury ahall be re- 

fjuirad with re-swat to -any guarantee made under thin section^ 
except that the Secretary of the Treasury may waive this require 
ment with reKpect- to tho imtiting of any such obligation, when he 
(hte.)-ininen that »uch fanning docs not have a significant impact- 
on, the market for Federal Government and Federal- Government- 
glut ranteed securities:

(7) the Secretary determines that there h reasonable assur- 
aw&tluit the miter of the evidence of indebtedness will be able to 
make the payment* of the principal of and interest on ituch evi 
dence: of indebtedncstx; and

(8) no gwirttntee xhall be made after September 30} 1981.
(d) (J) Prior to the time -when, the- first- bond or other evidence of 

indebtedness in guaranteed under this section* the Secretary shall pub 
lish in the Federal Register a Hat of the proposed terms and conditions 
w\de,r which bonds and other evidences of indebtedness will be guar 
anteed under this section. For at least thirty days following such pub-

70-512 O • It - 1C
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lication, the Secretary shall receive, and give consideration to, com 
ments from the public concerning truck term* and conditions. Follow 
ing thu period, the Secretary shall publish in the Federal Register a 
final list of the conditions under which bonds and other evidences of 
indebtedness will be Guaranteed under this section. The initial guar- 

•antee made under this section may not be conducted until th-^'ty 
days after the final list of terms and condition* is published.

(2) Prior.to making any amendment to such final list of term* and 
condition*, the Secretary shallpublish such amendment in. the Federal 
Register and receive, and give consideration to, comments from the 
puolic for at least thirty days following such publication, f ollowing 
thi* period, the Secretory shell publish in the Federal Register the final 
form of the amendment, and such amendment shall not become effec 
tive until thirtu days after thi* publication.

(e) The full faith, and credit of the United States is pledged to the 
payment of all guarantees made under thi* section, ioith respect to 
principal, interest, and any redemption premium*. Any such guaran 
tee made by the Secretary shall be conclusive evidence of the eligi 
bility of the obligation involved for such guarantee, and the validity 
of any guarantee so made shall be incontestable in the hands of a 
holder of the 'guaranteed obligation.

(/) The Secretary shall prescribe and collect a fee in connection 
with guarantees made under this section. This fee may not exceed 
the amount which the Secretary estimates* to be necessary to cover 
the administrative costs of carrying out thi* section. Fees collected; 
under thi* subsection shall be deposited in the revolv'/ng fund estab 
lished under subsection (i).

(g) With respect to any obligation guaranteed under thi* section, 
the interest payment -paid on such obligation- and received by the pur 
chaser thereof (or hi* successor in -interest) shall be included m gross 
income from the purpose of chapter 1 of the Internal Revenue. Code 
of 1954.

(h) (1) Payments required to be made a* a result of any guarantee 
made under thi* sectimi shall If. made, by the Secretary fr'om funds 
which may be appropriated to the revolving fund established by sub 
section (i) or from funds obtained from- the Secretary of the Treasury 
and deposited in such revolving fund pursuant to subsection (i) (2).

(2) If there i* a default by a coastal state or unit of general pur 
pose local government in any payment of principal or interest due 
under a bond- or other evidence of indebtedness guaranteed by the 
Secretary under thi* section, any holder of such bond or other evi 
dence of indebtedness may demand payment by the Secretary of the 
unpaid interest on and the unpaid principal of »uch obligation a* 
they become due. The Secretary, after investigating the facts pre 
sented by the holder, shall pay to the holder the amount which is 
due him, unless the Secretary finds that there was no default by the 
coastal state or unit of general purpose local government or that 
such default ha* been remedied. If the Secretary makes a payment 
under this paragraph, the United States shall have a. right of reim 
bursement against the coastal state or unit of general purpose local 
government for which the payment was made for the amount of such 
payment plus interest at the prevailing current rate as determined by
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the Secretary. If any revenue becomes due to such coastal state or 
unit of general purpose local government under section 308(a) of 
this title, the Secretary shall, in lieu of paying such coastal state or 
unit of general purpose local government such revenue, deposit such 
revenue in the revolving fund- established under subsection (i) until 
the right of reimbursement ha* been satisfied.

(3) The Attorney General shall, upon request of the Secretary, take 
such action a* may be appropriate to enforce any right accruing to 
the United States as a result of the issuance of any guarantee under 
this section. Any sum recovered pursuant to this paragraph shall be 
paid into the revolving fund established by subsection (i).

(1) (1) The Secretary shall establish a- revolving fund to provide 
for the timely payment of any liability incurred a* a result of guar 
antees made under this section, for the payment of costs of administer 
ing rJiit section, and for the payment of obligations issued to the 
Secretary of the Treasury under paragraph (2) of this subsection. 
Thi* revolving fund shall be comprised of—

A) receipts from fees collected under this section;
B) recoveries under security, subrogation, and other rights;
C) reimbursements, interest income, and any other receipts 

obtained in connection- with guarantees made under this section; 
(D) proceeds of the obligation* issued to the Secretary of the 

Treasury pursuant to paragraph (2) of this subsection; and
(K) such sums as may be appropriated to cari'y out the pro 

visions of this section.
F-unds in the revolving fund not currently needed for the purpose 
of this section Khali be kept on deposit or invested in obligations of 
the United States or guaranteed thereby or in obligations, partici 
pation*, or other instruments which- are lawful investments for 
fiduciary, trust, or public funds.

(2) The, Secretary inay, for the purpose of carrying out the func 
tion* of thk section, Issue obligation* to the Secretary^ of the Treasury 
only to such extent or in such amounts as may be provided in appropri 
ation- Acts. The obligations issued under this paragraph shall have 
xuch maturities and bear such rate or rates of interest as shall be de 
termined by the Secretary of the Treasury. The Secretary of the 
Ti'ea*ury shall purchase any obligation so issued, and for- that purpose 
he I* authorized* to use an a public debt transaction the proceeds from, 
the sale of any security issued under the Second Liberty Bond Act, 
and the purposes for which securities may be issued under that Act 
ai-e extended to include purchases of the obligation* hereunder. Pro 
ceeds obtained by the Secretary from the issuance of obligations under 
this paragraph shall, be deposited m the revolving fund established 
'hipurugraph (/).

(3) There are authorized to be appropriated to the revolving fund 
such sums a* inay be necessary to carry out the provision* of this, 
section.

(4) Funds may be obligated for purposes stated in subsection (i) 
only to the extent provided in appropriations Acts.

(j) No bond or other evidence of indebtedness shall be guaranteed 
under this section unless the issuer of the evidence of indebtedness and 
the person holding the note with respect to such evidence of indebted-
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nets permit the General Accounting Office to audit, under rule* pr+> 
scribed by the Comptroller General of the United States, all financial 
transactions of such issuer and holder which relate to such, evidence of 
indebtedness. The representatives of the General Accounting Office 
shall have access to all-'books, accounts, reports, -files, and other records 
of such issuer and such holder insofar as any such record pertains to 
financial transactions relating to the evidence of indebtedness guaran 
teed under this section.

(k) For purposes of this section, the term uunit of general purpose 
local government" shall mean any city, county, town, township, parish, 
village, or other general purpose political subdivision of a coastal 
state, if such general purpose political subdivision possesses taxing 
powers and has responsibility for providing public facilities or public 
services to the community, as determined by the Secretary.

(1) Notwithstanding any other provision of this section, the author 
ity to make guarantees or commitments to guarantee under this section 
shall be effective only to the extent provided in appropriations Acts 
enacted after the date of enactment of this section.

PUBLIC HEARINGS

SEC. [308J 910. All public hearings required under this title must be 
announced at least thirty days prior to the hearing date. At the time 
of the announcement, all agency materials pertinent to the hearings, 
including documents, studies, and other data, must be made available 
to the public for review and study. As similar materials are subse 
quently developed, they shall be made available to the public as they 
become available to the agency.

REVIEW Or PERFORMANCE

SEC. [309] 31 7. (a) The Secretary shall conduct a continuing review 
of the management programs of the coastal states and of the per 
formance of .each state.

(b) The Secretary shall have the authority to terminate any financial 
assistance extended under section 306 and to withdraw any unexpended 
portion of such assistance if (1) he determines that the state is failing 
to adhere to and is not justified in. deviating from the program ap 
proved by the Secretary; and (2) the state has been given notice 
of the proposed termination and withdrawal and given an opportunity 
to present evidence of adherence or justification for altering its 
profrwn.

RECORDS

SBC. [3103 318. (a) Each recipient of a grant under this title shall 
keep such records as the Secretary shall prescribe, including records 
which fully disclose the amount and disposition of the funds received 
under the grant, the total cost of the project or undertaking supplied 
by other sources, and such other records as will facilitate an effective 
audit.

(b) The Secretary and the Comptroller General of the JTnited 
States, or any of their duly authorized representatives, shall have 
access for the purpose of audit and examination to any books, docu-
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ments, papers, and records of the recipient of the grant that are perti 
nent to the determination that funds granted are used in accordance 
with this title.

ADVISORY COMMITTEE

SEC. [311,1 913. (a) The Secretary is authorized and directed to 
establish a Coastal Zone Management Advisory Committee to advise, 
consult with, and make recommendations to the Secretary on matters 
of policy concerning the coastal zone. Such committee shall be com 
posed or not more than fifteen persons designated by the Secretary and 
shall perform such functions and operate in such a manner as the 
Secretary may direct. The Secretary shall insure that the committee 
membership as a group possesses a broad range of experience and 
knowledge relating to problems involving management, use, conserva 
tion, protection, and development of coastal zone resources.

(b) Members of the committee who are not regular full-time em 
ployees of the United States, while serving on the business of the com 
mittee, including traveltime, may receive compensation at rates not 
exceeding $100 per diem.; and while so serving away from their home* 
or regular places of business may be allowed travel expenses, including 
per diem in lieu of subsistence, as authorized by section 5703 of title 5, 
United States Code, for individuals in the Government service em 
ployed intermittently.

ESTUAR1XE SAXCTTTARIES

SEC. [3121 314' The Secretary, in accordance with rules and regula 
tions promulgated by him, is authorized to make available to a coastal 
state grants of up to 50 per centum of the costs of acquisition, develop 
ment, and operation of estuarine sanctuaries for the purpose of creat 
ing natural field laboratories to gather data and make studies of the 
natural and human processes occurring within the estuaries of the 
coastal zone. The Federal share of the cost for each such sanctuary 
shall not exceed $2.000,000. No Federal funds received pursuant to 
section 305 or section 306 shall be used for the purpose of this section.

AXXUAL REPORT

SEC. [313^ 316. (a) The Secretary shall prepare and submit to the 
President for transmittal to the Congress not later than November 1 
of each year a report on the administration of this title for the pre 
ceding fiscal year. The report shall include but not be restricted to 
(1) an identification of the state programs approved pursuant to this 
title during the preceding Federal fiscal year and a description of 
those programs; (2) a listing of the states participating in the pro 
visions of this title, and a. description of the status of each state's 
programs and its accomplishments during the preceding Federal fiscal 
year; (3) an itemization of the allocation of funds to the various 
coastal states and a breakdown of the nmior projects and areas on 
which these funds were expended; (4) an identification of any state 
programs which have been reviewed and disapproved or with respect 
to which grants have been terminated under this title, and a statement 
of the reasons for such action; (5) a listing of all activities and projects
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which, pursuant to the provisions of subsection (c) or subsection (d) 
of section 307, are not consistent with an applicable approved state 
management program; (6) a summary of the regulations issued by the 
Secretary or in.effect during the preceding Federal fiscal year; (7) a 
summary of a coordinated national strategy and program for the 
Nation's coastal zone including identification and discussion of Fed 
eral, regional, state, and local responsibilities and functions therein; 
(8) a summary of outstanding problems arising in the administration 
of this title in order of priority; and (9) such other information as 
may be appropriate.

(b) The report required by subsection (a) shall contain such recom 
mendations for additional legislation as the Se<vetary deems necessary 
to achieve the objectives of this title and enhance its effective operation.

RULES AND REGULATIONS

SEC. 314. The Secretary shall develop and promulgate, pursuant 
to section 553 of title 5, United States Code, after notice and oppor 
tunity for full participation by relevant Federal agencies, state 
agencies, local governments, regional organizations, port authorities, 
and other interested parties, both public and private, such rules and 
regulations as may be necessary to carry out the provisions of this 
title.

AUTHORIZATION OK APPROPRIATION'S

SEC. [315J.,?/7. (a) There are authorized to be appropriated—
(1) the sum of $9,000,000 for the fiscal year ending June 30, 

1973, and for each of the fiscal years 1974 through 1977 for grants 
under section 305, to remain available until expended;

(2) such sums, not to exceed $30,000,000, for the fiscal year 
ending June 30,1974, and for each of the fiscal years 1975 through 
1977, as may be necessary, for grants under section 306 to remain 
available until expended; and

(3) such sums, not to exceed $6,000,000 for the fiscal year end 
ing June 30,1974, as may be necessary, for grants under section 
312, to remain available until expended.

. (b) There are also authorized to be appropriated such sums, not- 
to exceed $3,000,000, for fiscal year 1973 and for each of the four suc 
ceeding fiscal years, as may be necessary for administrative expenses 
incident-to the administration of this title.



XIII. ADDITIONAL VIEWS ON H.R. 6218
During consideration of H.R. 6218, I offered a number of amend 

ments which I felt were necessary in order to achieve a workable act. 
I was pleased that the Committee accepted some of these amendments, 
but feel it worthy of these additional views to call to the attention of 
the House various areas of this legislation which cause me concern.

I was particularly pleased to receive a copy of the report from the 
Library of Congress entitled "Effects of Offshore Oil and Natural 
Gas Development on the Coastal Zone", which the Chairman had 
requested be prepared for our Committee. The findings which appear 
at the. beginning of the report offer an objective base of support for 
most all of the amendments which I sponsored and supported. I do 
feel that the rejection by the Committee of several of my points was 
due to the absence of any solid findings in many areas of concern and r 
to this end, the emergence of this report with these findings should 
offer a platform on which to build necessary changes in the final form 
of this bill.

In a letter to the Chairman, dated February 18, 1976, I outlined 
eleven major concerns I had with the bill. During the markup of the 
legislation. I raised these concerns in the form of amendments and
/• 1 ? i _ __ . . i _• *!_!/»• i •_. .Ml* 1 • . 11 _ 1 * 11

gas resources available to meet the Nation's energy 
rapidly as possible. This language, however, is followed by a maze of 
legislative language which, if enacted as is, will cause significant and 
serious delays in the overall effort to create greater domestic energy 
security. Rather than detail these possible delay mechanisms here, I 
have attached a summary of new OCS regulations required or author 
ized under H.R. 6218, if passed, which would give weight to my 
contention that significant delays would be caused.

Another cause for concern involves the requirement that industry 
makes available its confidential or interpretive data not only to the 
Federal goverr..;:ent, but also to various State parties. Throughout our 
travels this past your, we have received testimony from scores of 
individuals and professionals in the field of energy development and 
production, public officials and interested parties on the subject of 
providing adequate knowledge to those areas or locals which Ayill 
experience any impact from OCS energy activities. At no time during 
our hearings was tne case made for a necessity for access to the private, 
confidential interpretive data owned by the various industries involved 
in OCS activities.

Recalling our hearings and re-reading these volumes of testimony 
indicate a want by our state and local governments for any information 
which might help them anticipate or plan for any impact or change 
in economic, or social environment. I support this concept wholly. I 
must oppose, however, the release of any interpretive data which can

(241)
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serve no real use to these parties other than an avenue for mischief, 
as these data are extremely valuable and confidential. It goes without 
saying that, from past experience with information leaks here in 
Washington, it would be nearly impossible to protect this information 
with the numbers of individuals who would have access to it. There 
is a limit as to how far we as a government can go in appearing to 
provide the air oi' openness in our operations, and certainly this limit 
is overstepped by forcing the private sector to provide, to all, the very 
lifeline or their operations and competitive edge in dealing with other 
industries.

I believe we should also reevaluate our position with regard to the 
issuance of a lease for only a five year period. It is felt that to limit 
a lease agreement to five years with the option of renewal given to the 
Secretary would deter action on leases by the companies in areas of 
high risk or areas where the probability of lengthy development exists, 
as is the case in many frontier areas. As an example, to drill at 2,000 
feet where unique equipment and technology is required may, out 
of necessity, take longer than five years. Even though proponents of 
the five year leases point to the probability of the Secretary acting to 
allow an extension of the time to produce that lease, an initial decision 
to invest in the project may not be made due to the uncertainty of 
whether an extension will actually be made and, if so, whether that 
decision will be challenged and overruled. The problem becomes 
further complicated when we take into account that investors from 
smaller companies may not be willing to invest the capital required 
to produce in high risk areas without the prior assurance that comple 
tion will be permitted. Considering the fact that any lessee must 
adhere to any provision of the OCS act, there seems to be no reason 
with foundation for restricting leases to five year periods and chance 
the possibility that this may prove counter productive.

Another matter of particular concern is that the bill would make 
the provisions of the Act retroactive to existing leases on the OCS. 
Briefly, I feel that this would cause a breach of contract and an undue 
burden on the lessee who acquired the lease under a different set of 
guidelines. When considering this section, several Members indicated 
that the retronctivity was necessary in order to assure protection of 
the environment. To quote from the Library of Congress study, "Most 
oil pollution in the oceans comes from vessels, especially tankers, and 
from waste oil in municipal and industrial effluents. A five-percent 
reduction in oil pollution from either of these sources would have a 
more positive impact on the. marine environment than elimination of 
all offshore production. . .". "Based on experience to date and the 
probability of spills, offshore OCS production will be less damaging 
to the environment than importing a like amount ofpetroleum." The 
section of the study entitled "OCS Operations are Environmentally 
Sound" best says it all and eliminates any need for retroactivity, as 
any operation on the OCS currently meets rugged tests and stringent 
environmental requirements, according to the study.

Action by the Committee also included a provision requiring that 
any new leases let in a year would have to be made using alternative 
lease systems in 10% of the total lease sales. Again referring to testi 
mony received in hearings, this provision would cause a possible use
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of new untried bidding schemes which might not be in the best interest 
of the nation in terms of receiving a fair value for the resources and 
obtaining the maximum yield from any reserves discovered. It seems 
highly unwarranted to mandate a percentage use of new systems 
which have yet to undergo any feasibility studies or working tests. 
The Secretary of the Interior should be encouraged to perforen a test 
ing program of any new leasing schemes before locking in a system 
which might fail to prove successful.

I feel we face vital decisions to be made on this mattervarhich is 
uppermost in the minds of our own citizens, not to mention the 
minds of world leaders and economic strategists. Our deliberation 
must be made in a manner in which we recognize the priorities of each 
issue and lend our support to those matters of highest priority to this 
country.

In this light, we must look to the purposes of our legislative work 
and assure that our means achieve the desired end result. The job of 
this Committee was to formulate, if necessary, new guidelines for 
Federal regulation of the resources on the OCS. The job of this Com 
mittee was to assure that adequate sources of energy are available to 
assure America's working, living, and military security. And, the job 
of this Committee was to assure those parties responsible for making 
this Nation the world center for energy technology and development, 
and those parties responsible for providing this Nation with the great 
est and cheapest supplies of energy a fair and workable long-rang^! 
alternative, if an}*, to the present federal regulations governing their 
daily operation. In doing this, we must keep uppermost in mind that 
the short-term political opinions of today must not dictate our actions 
to create a long-term energy posture.

In conclusion, I again will reflect on the comprehensive hearings 
conducted by the Committee. Considering the number of experts who 
appeared before us around the country to give us the benefit of their 
knowledge on OCS matters, I feel confident that we are well equipped 
with the knowledge and technology to move forward in an effort to 
expeditiously recover those resources which represent the lifeline of 
our Country. This legislative act, H.R. 6219, should complement, rather 
than hamper, that process. 

Sincerely,
JOHN BREAUX.

NEW OCS REGULATIONS REQUIRED OK AUTHORIZED UNDER H.R. 6218

(As ordered reported)

Sec. 6—Administration, of Leasing of the Outer Continental Shelf 
New regulations governing:
1. Suspension or temporary prohibition of lease activities at the 

request of the lessee or because of a threat of serious harm, etc.
2. Cancellation of any lease or permit because of threat of serious 

harm or damage, etc.
3. The assignment or relinquishment of leases.
4. Sale of royalty, net profit share or purchased oil or gas accruing 

or reserved to the U.S. under Sec. 8.
5. The use of different bidding systems under Sec. 8.
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' 6. The preparation and submission of annual reports to the Con 

gress under Sec. 15. ' '" "
7. The development and enforcement of. safety regulations under 

sections 21 and'22.
8. The preparation and implementation of leasing and development 

programs under Sec. 18.
9. Procedures for citizen suits under Sec.-23.
10. Establishment of and procedures for Regional OCS Advisory 

Boards under Sec. 19. . **
11. TJnitization, pooling and drilling agreements.
12. Subsurface storage of oil and gas.
13. Drilling or easements necessary for exploration, development 

and production.
14. Prompt and efficient exploration and development of a lease 

area.
Sec. 8 (Sec. £05 of the Bill)—Revision of Bidding and Lease Admin 

istration 
New regulations governing:
1. Calculation of net profits under some of the alternative bidding 

systems.
2. Return of bids, submitted under two of the "working interest" 

bidding alternatives, which are less than the average price.per share.of 
all accepted bids.

3. Cancellation of lease sales- if the total amount .offered for all 
shares under the two "working interest" options does not represent 
a fair return to the Government.

4. Standards and procedures for the formation of a joint working 
group in areas leased under the "working interest" options.

5. Orders permitting the Secretary to require increased production 
to deal, with emergency shortages.
Sec. 11 (Sec. 207 of the Bill)—OOS Oil and Gas Exploration 

New regulations governing:
1. Details of exploration plans required of individual lessees.
2. General statement -of development and production intentions, 

which is to accompany the exploration plan.
3. Permits to drill a well under an exploration .plan.

Sec. 18—OCS Leasing Program 
New regulations governing procedures:^or:
1. Receipt and consideration of nominations -for any area to-.be 

offered for lease or to be excluded, from leasing.
2. Public notice of and participation in development of the leasing 

program. . .
3. Review of the leasing program by State and local governments 

which may be impacted by "the proposed leasing.
4. Periodic consultation with State and local governments, oil and 

gas lessees and permittees, and representatives of other individuals 
or onraninations engaged in activity in or on the Outer Continental 
Shelf, including those involved in fish and shellfish recovery, and rec 
reational activities.

5. Coordination of the leasing program with the management, pro 
gram being developed by any State under the CZM Act.
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6. Maintaining, the confidentiality of all proprietary data or infor 
mation submitted.
Sec. 20—-Baseline and Monitoring Studies

New regulations governing:
1. Procedures (by the Secretary of Commerce) for studies mandated 

by Sec. 20.
Sec. 21—Safety Regulations

New regulations governing:
1. Safety regulations to apply to the construction and operation of 

any fixed structure and artificial island. (To be developed by the 
Secretary of the Interior, the Administrator ,of EPA, the Secretary 
of Commerce, the Secretary of the Army, the Secretary of the Depart 
ment in which the Coast Guard is operating and the Secretary of
r i • \Labor.)

2. Safety regulations to apply to OCS operations.
3. Interim regulations (by the Secretary of Labor) pursuant to 

OSHA.
(The Secretary is to compile, and revise and update annually, all 

safety and other OCS regulations promulgated by any agency or de 
partment of the Federal government.)
Sec. 22—Enforcement 

New regulations relating to:
1. Physical observation, at least twice yearly, of all OCS installa 

tions, fixed or mobile.
2. The testing of all safety equipment.
3. Periodic inspection, without advance notice, to assure compliance 

with occupational and public health, safety or environmental protec 
tion regulations.
Sec. 23—Citizen Suits, etc.

New regulations relating to:
1. The procedure for filing citizen suits against federal officials un 

der subsection (a) (1) (B).
Sec. 25—Oil and Gas Development and Production

New regulations relating to:
1. Definition of confidential or privileged information, included in 

a development and production plan, which the Secretary need not sup 
ply to governors and OCS boards.

2. Details of information to be included in a development and pro 
duction plan.
Sec. 26—OOS Oil and Cos Information Program

New regulations relating to:
1. Information, data and interpretations which lessees and permit 

tees must make available to the Secretary.
2. Maintenance of the confidentiality of privileged information re 

ceived by the Secretary.
Title III—OJfshore Oil Spill Pollution Fund 

New regulations relating to: 
1. The fair and expeditious settlement of claims.
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2. "Such, rules and regulations as may be necessary to carry out the 

purposes of this title."
3. The filing, processing, settlement and adjudication of cleanup 

costs and damages.
4. The filing of supporting documents when claims are made.
5. Records to be kept and information to be supplied by lessees to 

the Secretary.
Title F—Amendments to the CZM Act 

New regulations relating to:
1. Requirements for states' grant eligibility.
2. Terms and conditions under which state bonds or other indebted- 

ness shall be guaranteed.



XIV. ADDITIONAL VIEWS ON H.R. 6218
The legislation the Committee has reported to the fu 

fleets this nation's recognition that the development of
full House re- 

our offshore
energy resources must be accomplished in as responsible and as effi 
cient a manner as possible.

It became apparent during the hundreds of hours of testimony 
before the Committee that these objectives can best be guaranteed 
through a framework of true competition in the oil and gas industry.

As an October 1975 report by the FTC Bureau of Competition and 
Bureau of Economics stated, "Effective competition is central to 
achieving the broad objectives of Federal leasing policy. Without 
effective competition in the market for oil and gas, resource develop 
ment is unlikely to be efficient. And without effective competition in 
the market for oil and gas leases, the receipt of fair market value for 
the IcHses cannot be assured."

Along with its Constitutional authority to regulate the disposal of 
Federal property, "Congress also has the responsibility to insure that 
such disposal does not violate Federal law, including, in this case, the* 
antitrust laws.

We commend the Committee for incorporating several provisions 
into H.R. 0218, which will serve to promote competition throughout 
the leasing process. However,, in one instance the Committee failed to 
recognize the importance of providing the Attorney General and the 
Federal Trade Commission with sufficient opportunity to determine 
whether proposed leases and lease extensions are inconsistent with the 
antitrust laws.

Section 205 (b), adding a new Subsection (c) to Section 8 of the 
OCS Lands Act, establishes a 80-day period, during which the Sec 
retary of Interior must notify the. Attorney General and FTC of all 
lease'sales and extensions. While this is a vital provision, it does not 
provide any additional procedures by which the agencies entrusted 
with enforcement of the antitrust laws—FTC and Justice—may take 
prompt action necessary to prevent violation of those laws.

A provision deleted in Committee would have established such an 
alternative mechanism. Language removed from the working draft of 
H.R. G218 would have allowed the Attorney General and FTS to 
require a hearing by the Secretary if either agency believed that, a 
particular lease would present a barrier to competition or increase 
concentration of energy resources or markets. For instance, a hearing 
might have been necessitated by the existence or likelihood of a re- 
gi6nal monopoly or by a certain joint venture—particularly if it 
involved major oil'companies.

Twice before in the 94th Congress, the House supported provisions 
to insure competitive leasing for Federal energy resources by involv 
ing the Attorney General in the leasing process. An amendment to 
delete this particular antitrust language from the Coal Leasing
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Amendments, H.R. 6721, was rejected by the House by voice vote. 
More recently, the House accepted the Conference version of the. Elk 
Hills bill, H.R. 49, which not only provided for a review of certain 
Interior actions by the Attorney General, but also gave him ,the 
authority to stop those actions which are inconsistent with the anti 
trust laws.

Inclusion of .similar language in H.R. 6218 is essential to permit 
the Attorney General and FTC to take effective action within the 
established leasing process to prevent anticompetitive situations from 
occurring or continuing. This would neither pose an unreasonable 
burden to any of these agencies, nor slow the development of our 
Outer Continental Shelf resources. Indeed, it makes sense to foster 
industry competition from the beginning of the leasing process to 
insure efficient DCS development and a fair return to the public for 
its resources.

CHRISTOPHER ,T. DODD.
GRRRT E. STUDDS.
GBOROE MILLER.
JOSHUA EILBERO.
MORRIS K. UDALL.
PATST T. MINK.
WILLIAM «)'. HUGHES.



XV. SUPPLEMENTAL VIEWS ON LEASING OPTIONS
The Committee considered a variety of leasing systems designed to 

reduce the Department of Interior's reliance on the front-end bonus 
bid in leasing OCS territories. These alternative leasing methods ap 
pear as leasing options in Sec. 205, subsections (a)(l)(B) through 
(II). After considerable debate, the Committee agreed to require the 
Secretary to utilize such alternative systems in only 10 percent of all 
lease sales occurring in each yeur for the five, years subsequent to enact 
ment of this bill.

We believe this figure of 10 percent is unreasonably and unneces 
sarily low given strong evidence of the problems with the cash bonus 
system. We believe that a greater use of alternative systems would not 
only generate substantially greater revenues to the Federal govern 
ment from Federal OCS leases sales, but also would enhance the pos 
sibilities of smaller companies competing for leases.

There lias l>ecn n substantial amount of testimony from such distin 
guished and expert witnesses as Governor Brenden Byrne of New 
Jersey, Kenneth Cory, California State Controller and Chairman of 
the State Lands Commission, and Mr. E. J. Langhcttee, Jr., Vice 
Chairman, Louisiana Land and Exploration Company, both before 
the Ad Hoc Committee and the Interior Department, reflecting the 
view that the front-end bonus bid method—for a variety of reasons— 
i.s not the best available system for OCS leasing.

By requiring a large payment of money, jit the outset, the bonus bid 
has effectively" precluded smaller companies from entering the OCS 
leasing process. Studies by both the Federal Trade Commission and 
the General Accounting Office have shown that the use of the front- 
end bonus bid discourages- competition. While the legislation also 
would prohibit anti-competitive joint bidding Ixstween major com 
panies, unless the use of the front-end bonus is restricted, the ability 
of smaller companies to participate in OCS activities will remain 
negligible.

Moreover, commitment of such large amounts of capital prior to 
development of a lease senselessly ties up money the lessee ought to 
have available for speedy exploration of a lease.

Importantly, a major argument raised in opposition to requiring the 
Secretary to utilize a greater percentage of alternative bidding sys 
tems was the allegedly "experimental" nature of methods other than 
the front-end bonus. But as we pointed out during mark-up and at 
hearings, these alternatives are considered "experimental" only be 
cause the Secretary has, for the most part, chosen not to use them in 
Federal OCS lease sales—even though he has had the discretionary 
authority to do so.

Coastal states in the business of producing offshore reserves have 
been using many of the proposed alternative leasing methods for many 
years with enormous success, as have most foreign producing nations.
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Significantly, the rate of return to the states and foreign govern 
ments under these methods has been fnr superior to that received by 
the U.S. Treasury.

For example, California has received about 48 percent of total gross 
revenues from production under so-called "experimental" lease terms, 
as compared to the 16% percent the. Federal government will realize 
from all but three of the Federal OCS tracts leased off Southern 
California last December. In the East Wilmington Field, off Long 
Beach, California, the City of Long Beach, as trustee for the state, has 
received a 94 percent net profit share of all production. In Indonesia, 
under similar production sharing agreements, the Indonesian govern 
ment has received tip to 95 percent of all net profits.

There clearly is no reason why the U.S. government cannot do as 
well for its people as foreign governments and U.S. states have done 
for theirs when leasing oil and gas properties. In each of these cases, 
the lessees are the same oil companies which we have been told would 
refuse to bid for leases under any methods other than the front-end 
bonus. The record, however, lx>tb in the United States and abroad, 
where these companies have been actively engaged in offshore drilling, 
belies these claims.

On these considerations, faced with continuing reluctance by the 
Executive Branch to use alternative procedures, we believe there is 
ample reason to direct the Secretary to utilize alternative methods in 
more, than 10 percent of the lease offerings. We emphasize this means 
all alternative methods—only one of which, the Phillips Plan, is 
wholly experimental. Even a greater than 10 percent mandate on the 
use of alternative methods would not compel the Secretary to use one 
particular alternative leasing procedure over another.

While the language of the bill does not preclude the Secretary from 
exceeding the 10 percent requirement, we believe that the Congress 
should not give the Secretary continued discretion to use cash bonus 
bidding in the vast majority of lease sales. The Secretary should be 
required to utilize other tried and proven methods which will generate 
greater revenues to the public and greater competition among poten 
tial lessees.

GERRY STUDDS.
GEORGE MILLER.
PATSY T. MINK.
MORRIS K. UDALL,
JOSHUA EILBERO.
CHRISTOPHER J. DODD.
LES AuCom.
WILLIAM J. HUGHES.



XVI. ADDITIONAL VIEWS
As the sole member of the Select Committee on the Outer Conti 

nental Shelf from a mid-western state, I am especially interested in 
seeing that the petroleum and gas resources lying off the nation's 
coasts are developed in such a way as to maximize benefit to all areas of 
the nation. I am pleased to say that the Committee's work product lias 
been fashioned in such a way as to insure that OCS development will 
benefit the entire nation in an equitable manner.

It is important to note that under the legislation reported by the 
Committee the term "affected states" includes any state able to demon 
strate impact due to OCS exploration or development, and not merely 
those states immediately contiguous to the shelf. Thus, states able to 
show impact will be insured pi the right to review, comment on, and 
participate in, along with their sister coastal stnt.es, decisions affecting 
activities on the OCS.

Additionally, and with direct rele.vance to my own state of Illinois, 
the term "coastal state" includes those states lying off the Great Lakes. 
Aside from being able to review, comment on, and participate in OCS 
related decision making, such states will be eligible to receive funds 
under Title IV of HR 6218, which readopted amendments to the 
Coastal Zone Management Act.

Such funds are made available not only for OCS related impacts, 
but for impacts from the siting of any energy facility in a coastal 
zone of a coastal state, such as the Chicago metropolitan area in 
Illinois.

It is my feeling that in approving the above provisions the Commit 
tee lias taken a realistic and fair approach to insuring equitable devel 
opment of our coastal resources for all areas of the United States. 
Thus. I strongly encourage my colleagues of the Senate and House to 
insure that such provisions are included in the final form of Outer 
Continental Shelf legislation emerging from the 94th Congress.

MARTIN A. Russo.
(251)
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XVII. MINORITY VIEWS 
1. SUMMARY

One year ago, almost to the day, the House passed H/Kes. 242, cre 
ating this ad hoc Select Committee. We were given a mandate "to 
consider and report to the House on the bill H.R. 6218, a bill to estab 
lish a policy for the management of oil and natural gas in the Outer 
Continental Shelf; to protect the marine and coastal environment; 
to amend the Outer Continental Shelf Lands Act; and for other 
purposes".

H.R. 6218, as reported, lists the following among its first three 
purposes:

the establishment of policies and procedures to achieve na 
tional economic and energy policy goals and reduce depend 
ence on foreign energy sources;

the development of OCS oil and gas to meet the Nation's 
energy needs as rapidly as possible, taking into concern the" 
environment, a fair return to the public, and free enterprise 
competition; and

the development of new and improved technology.
After 18 days of hearings in 13 different cities, the testimony of over 

300 witnesses, 17 mark-up sessions, and the consideration of nearly 
200 amendments, we come to the point of having to decide if the 
Committee bill accomplishes these purposes and fulfills the mandate 
of the House.

We must regretfully conclude that the Committee bill imperfectly 
carries out these tasks.

Instead of achieving national energy goals and self-sufficiency, the 
procedures in the Committee bill would create a bureaucratic night 
mare and frustrate the vory purposes they were supposed to fulfill.

Every day that wo. meet our Nation's energy needs from foreign 
sources, every day that we delay the location and production of our 
own offshore resources, poses an unnecessary risk to our environment 
and keeps us under the threat of high prices and economic blackmail 
from the OPEC countries. The administrative delays built into the 
Committee bill must be eliminated, if it is to serve both our energy 
and our environmental needs.

Indeed such delays are far more dangerous to our achievement than 
OCS activities. A study of the "Effects of Offshore Oil and Natural 
Gas Development on the Coastal Zone", prepared by the Library of 
Congress for the use of the Committee concludes:

Based on experience to date and the probability of spills, 
offshore OCS production ^yill be less damaging to the envi 
ronment than importing a like amount of petroleum.
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The Committee Report states that the Committee agrees with this 
conclusion.

The study also finds that even a five percent reduction in oil pollu 
tion from tankers and onshore sources would have a greater positive 
impact on the marine environment than an elimination of all offshore 
production.

We strongly support efforts to conserve energy. However, since al 
ternative sources of energy will not be commercially practical for 
years to come a healthy economy remains dependent on supplies of 
oil and gas. In the near term we will continue to need more petroleum 
than we can produce domestically onshore. It is both environmentally 
safer and in the National interest to make un the difference through 
prompt OCS development, rather than to delay and accept the risks 
of continued dependence upon imports.

Instead of protecting the environment, encouraging the develop 
ment of new and improved technology, assuring a fair return to the 
public, and maintenance of competition, many provisions of the Com 
mittee bill mitigate against accomplishing these aims.

Also, to the extent that there is still some unavoidable risk from 
OCS production, there are many problems with the Offshore Oil Spill 
Pollution Fund title of this bill which limit its effectiveness as a means 
to insure prompt payment of just clean-up and damage claims and to 
fairly apportion the liability for payment of such claims among the 
various parties involved.

We have little doubt that the Outer Continental Shelf Lands Act 
(OCSLA) could stand revision. Over twenty years have passed since 
its enactment, without significant amendment and with very littleover- 
sight by the Congress. The Committee bill does make several worth 
while changes, such as improving the relationship between state and 
Federal governments. The language of the Act is modernized to give 
explicit jurisdiction over floating structures actually engaged in drill 
ing, development or production on the OCS. The automatic adoption 
as Federal law of changes in applicable State law is also an improve 
ment. Individual Members will offer amendments on the Floor to com 
plete the mandate of the House and hopefully turn this bill into a 
rational vehicle for the efficient management of OCS resources, with 
due regard for the protection of the environment and for the needs of 
States which will be affected by OCS activities.

2. A PosmvK APPROACH
During the past year, the Minority Members of the Ad Hoc Select 

rommitfec have worked hard to develop a progressive bill. We devel- 
ojx'd a one hundred twenty-one page amendment in the Nature of a 
Substitute to IT.R. 0218. Although our substitute was not adopted, its 
influence on the form of H.R. 6218 has been significant. In some sec 
tions of title I of the bill, for instance. Minority language was adopted 
in toto and incorporated into various Committee Prints. Throughout 
the bill numerous Minority amendments were accepted by the Select 
Committee. An expensive, unworkable and unproductive section which 
would have, required the already overburden American taxpayer to 
finance the risky business of oil and gas exploration was deleted. Dur-
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ing the debate on this subject, it became evident that, rather than hurt 
ing the large oil companies, Federal exploration would eliminate the 
risks of business and leave them free to reap profits in even larger 
proportions. We expect that efforts will be made on the Floor to re 
instate this multi-billion dollar subsidy. We trust that the House will 
follow the Select Committee's lead ana resoundingly reject this perni 
cious concept and do so in large enough numbers to ensure its defeat 
in conference with the other body.

The continued effectiveness of the National Environmental Policy 
Act in analyzing the possible environmental impacts of OGS and re 
lated development was assured through the adoption of a Minority 
suggestion. Section 21 of Committee Print No. 2 was deleted. That 
section would have imposed a single definition of the contents which 
would have been required in all environmental impact statements with 
reference to oil and gas development on the OCS. We pointed out that 
this was opposed by the Council on Environmental Quality and the 
environmental community as being restrictive and too inflexible. The 
Select Committee agreed that those designing environmental impact 
statements should continue to be free to make the study fit the partic 
ular situation in a particular lease area.

Perhaps the most important addition to H.R. 6218 made on the 
initiative of the Minority is the inclusion of Section 26, the Outer 
Continental Shelf Oil and Gas Information Program. At the time of 
the introduction of the Minority amendment, H.R. 6218 only contained 
one paragraph regarding information flow to the States. Our amend 
ment sets forth in great detail both the scope of information to be 
made available and the way it will be passed along. Under the amend 
ment, States will, for the first time, receive all the information they 
need to effectively carry out their constitutional .police power func 
tions. No longer will they be frustrated in their efforts to comment on 
environmental analyses due to lack of facts upon which to base an 
opinion. This owning up of the information flow and the general 
procedures of the Department of the Interior will, we hope, lead to the 
reestablishment of public confidence in that Department and less need 
for resort, to law suits on the part of States.

The responsible and productive changes in H.R. 6218 mentioned 
above, indicate the approach taken by the Minority during the course 
of the bill's hearings and markup. We have done all within our power 
to insure that the Select Committee moved ahead purposefully with 
the ultimate end of producing a bill capable of guiding this nation to 
a position of greater energy security and environmental integrity. The 
work product of the Select Committee falls short of the goal we set 
for ourselves. Therefore, we Took eagerly nhead to action by the House 
of Representatives which will correct the bill's present imperfections.

Toward that end. we will offer on the Floor of the House an amend 
ment redrafting Title II of the bill. This will be designed within a 
coherent framework to reflect the results of our studies of the issues 
involved, as well as to incorporate the best of the new ideas presented 
during mark-up. The amendment will be drafted to enable our coun 
try to g«t the benefits of OCS oil and gas resources in a practical and 
expeditious manner, while reflecting our deep and very personal com- 
mitment to the protection of the environment and the rights of those
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living in coastal areas. In addition to the substitute for Title II, we 
will offer individual amendments to improve Title III with the same 
thoughts in mind.

3. AMENDMENTS TO THE OUTER CONTINENTAL SHELF LANDS ACT
Our specific objections to Title II of the Committee bill are detailed 

betow. These objections will be remedied in the substitute for Title II 
which we will offer on the Floor.

OMB OR CONORE88? A BUREAUCRATIC NIGHTMARE

Unfortunately, the reported bill is rife with ambiguities, self-con 
tradictions and overlapping jurisdictions. Chief among these is.the 
complete shambles in which it would leave the regulation of safety 
on the OCS. Several examples follow:

The Department of the Interior has sole authority for environ 
mental protection in the current OCSLA. The Committee bill retains 
this sole authority, but also adds a separate provision giving shared 
authority to Interior and the Environmental Protection Agency, or 
Interior and the Department of Commerce (National Oceanic and 
Atmospheric Administration), or all three.

The Coast Guard, in the current OCSLA, has sole authority over 
lights, markings, and other warning devices for the protection of 
navigation. The, Department of the Army (Corps of Engineers) has 
sole authority to prevent obstruction to navigation. The Committee 
bill leaves these provisions intact, but adds a new one giving shared 
authority to Interior and the Coast Guard, or Interior and Army, or 
all three.

Under the current OCSLA, the Coast Guard regulates "safety 
equipment and other matters relating to the promotion of safety of 
life and property.". DOI also has some overall concern in this area 
under its broad mandate to prescribe regulations relating to leasing 
of the OCS. Whenever neither agency nets to protect occupational 
safety and health on the OCS, OSHA is required to do so under 
its own legislation, but its authority ends when the Coast Guard 
or DOI steps in. Without changing these independent grants of juris 
diction, the Committee bill also requires joint regulation by Interior 
and the Coast Guard, or Interior and the Department of Labor 
(OSHA), or all three.

Under section 22 of the Committee bill, DOI and the Coast Guard 
enforce safety regulations, even if promulgated by another agency. 
Also, POl and OSHA enforce, occupational and public health regu 
lations, even though the Coast Guard has the power to do so under 
OCSLA section 4 (e) which remains in effect.

Under current provisions of law, the Coast Guard is required to 
investigate deaths and serious injuries. Section 22 (d) (2) of the Com 
mittee bill requires OSHA to investigate, even if Coast Guard regu 
lations are involved, and despite the fact that the Coast Guard may 
be conducting the same investigation.

The Department of the Army is omitted from the list of those 
which may impose fines for non-compliance with its regulations and 
which have access to the courts for remedies to enforce such regulations.
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Indeed each of the three agencies (Interior, Coast Guard, and Labor) 
can use administrative procedures and the courts to enforce any regu 
lation or order under the OCSLA, not just its own.

The inevitable result of this confusion is that Congress will once 
again turn over its Constitutional powers to 0MB, and that office will 
resolve the ambiguities and overlaps by deciding which agency will 
regulate which activities on the OCS. We believe that this is a danger 
ous and irresponsible way to legislate.

Also, the Occupational Safety and Health Act of 1970 specifically 
restricted OSHA's powers on the OCS to a back-up role to cover those 
hazardous working conditions where the Coast Guard and DOI were 
•not using their statutory powers to regulate. The permanent role con 
templated in the Committee bill is an indirect amendment to that Act 
and falls within the jurisdiction of another standing Committee of 
the House.

Besides safety regulations, there are several other ambiguities which 
are cause for concern.

In the Committee bill, revised section 8(b)(4) makes exploration 
of a lease area contingent upon approval of a development ana produc 
tion plan. Under new section 25, however, that plan is not filed until 
after exploration has resulted in a commercial find of oil or gas.

In the Committee bill, section 11 (g) of the OCSLA would require 
the Secretary to seek qualified applicants for on-structure drilling with 
the intent of finding oil and gas. It is highly unlikely that there will 
be any applicants. Although it would seem that participants would 
have an advantage in the bidding process, each would of course, be 
competing against the others. Also, similar data implying the presence 
of petroleum deposits could generally be obtained by non-participants 
just off-structure at a lower cost and lesser drilling depth. We must 
point out that a single well in which a discovery of oil or gas is made 
will not be of much assistance in the leasing process. Several such wells 
are usually needed to delimit a field, or even to know in which direc 
tion it extends. We question who will finance such extensive drilling 
without some rights to the resources discovered, especially since a non- 
participant could win a lease for the tract and reap financial benefits 
from the efforts of those who made the discovery. In short, therefore, 
there is little incentive to participate in the cost of non-lease on-struc 
ture exploratory drilling.

DELAYS THROUGHOUT COMMITTEE BILL

Whenever leasing or operations on the OCS would be likely to cause 
undue or avoidable environmental harm, they should not be allowed 
to proceed. On the other hand, bureaucratic procedures and unproduc 
tive court challenges which serve only to delay eventual approval 
should not be tolerated. We commend the Committee in its attempts to 
further minimize the risk of domestic OCS production. The effect of 
its chosen procedures, however, is to tolerate the even greater risk asso 
ciated with continued reliance on imports via tankers for an unneces 
sarily long period of time. For example:

Under new section 18 (c) (4), all OCS leasing is cut off after 
.June 30,1977, unless an approved five-year leasing program is 
in effect. In view of the procedural requirements mandated
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in the Committee bill, and depending on when the bill may be 
signed into law, it may be impossible to meet that deadline. 
Indeed the Committee Report acknowledges that these pro 
cedures might take 14 months. To this must be added still 
more time for review of comments and possible revision of the 
proposed plan before it is approved and submitted to Con 
gress. A better approach therefore, which would still insure 
compliance with Congressional intent, would be to make the 
deadline 18 months after date of enactment.

The management of the OCS under the five-year leasing 
program must consider "all of the economic, social, and en 
vironmental values of the renewable and nonrenewable re 
sources contained in the outer Continental Shelf". Despite 
every reaspnalbe attempt consider all of these values, the 
number is limitless, and we are certain a litigant bent on delay 
will be able to find an additional resources whose values was 
not considered. A simple amendment dropping "all of" the 
values would eliminate the opportunity for these delaying 
tactics.

T\i^Committee bill allows the Secretary to delay up to 120 
days after receiving comments from affected States in decid 
ing whether to approve a development and production plan 
too minor to be subject to the environmental impact state 
ment (EIS) process. Since it has alreadv been determined 
that- approval of the plan will not have a significant effect on 
the environment, thirty days, or at most sixty days, should 
certainly be sufficient to review and consider State comments.

The Secretary can delay approval of a development and 
production plan indefinitely under the provisions of the Com 
mittee bill, since there is no time limit by which he must 
decide if an EIS will bo necessary. Thirty* days should cer 
tainly be sufficient for such a finding.

We believe it is very likely that NEPA will require that 
an EIS be prepared prior to'the approval of major develop 
ment in OCS frontier areas. The Interior Department has 
developed an extensive body of internal regulations to guide 
its officials in determining whether a proposal is a "major 
Federal action". In fact, the Council on Environmental 
Quality has expressed its satisfaction with Interior's pro 
cedures in this regard. Why then does the Committee bill in 
clude a provision requiring the Secretary to declare develop 
ment and production in "any structure, area, or region" of 
the OCS to be a major Federal action at least once prior to 
major development. Either it is a major Federal action, or it 
is not. If there is a significant effect on the environment, the 
Secretary has no choice but to prepare an EIS pursuant to 
NEPA. If there is no significant environmental effect, all the 
declaring in the world cannot make it a major Federal action, 
and the inclusion of this language in the Committee bill will 
only serve to unnecessarily delay the development and pro 
duction of OCS resources. Since this is an indirect amend 
ment to NEPA, it should be handled by the full Merchant
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Marine and Fisheries Committee, which has- jurisdiction. 
NEPA is the most effective environmental law we have, and 
it should not be tampered with in this bill.

An amendment adopted by the Committee, dealing with 
* leasing between three and six miles offshore, will .be fully dis 
cussed in the next section. Two aspects of the amendment, 
however, which would become OCSLA section 8(f), involve 
unconscionable delays. If a Governor accepts the required 
offer of the Secretary to jointly lease any area which may 
contain deposits extending under State waters, it must be 
offered "under mutually acceptable terms". If the Governor 
then refuses to agree to terms, he could delay leasing of such 
lands indefinitely. In similar fashion, delays could occur be 
cause revenues from such lease are held in escrow "until.such 
time as the Secretary, and the Governor of such coastal State 
determine" the proper apportionment of funds. We imagine 
that these controversies could eventually be settled by lengthy 
court battles between the Secretary and the Governor, but 
why should this country wait for its energy, or tie up so much 
capital, while these disputes take place ?

Other delays involving the Federal-State relationship will 
be discussed in the next section. '

CONFUSED FEDERAL-STATE RELATIONSHIP

The Committee has made welcome advances in expanding State 
input into Federal OCS decisions which may affect their interests. 
Or particular merit are the sections.which insure the timely flow of 
useful information to affected States to enable them to plan for im 
pacts which may occur in their jurisdictions. There is also increased 
opportunity for State input into Federal OCS decision-making. Un 
fortunately, the Committee bill sometimes goes too far, or not far 
enough, creating confusion in the Federal-State relationship.

Affected States and Regional Advisory Boards are given an abso 
lute veto power over OCS lease sales, and development and production 
plans, in the absence of a Secretarial finding of national security or 
"overriding national interest". Although we believe the Secretary 
should give great weight to State requests and recommendations, the 
Supreme Court has ruled that the OCS is an area of exclusive Fed 
eral Jurisdiction. This cannot be altered through simple legislation. 
A balanced approach would require the Secretary to review such 
requests and recommendations, and explain his reasons if they cannot 
be accepted.

In the five-year leasing program required by the Committee, the 
timing and location of OCS activities must be based on a consideration 
of the "laws, goals, and policies of affected States". Also, development 
and production plans can be cancelled for inconsistency with "any 
valid exercise of authority" of affected States and their political sub 
divisions. The quoted language is highly ambiguous. We know what a 
law is. but how is the Secretary to determine the "goals, and policies" 
of a State? What is a "valid exercise of authority"? For example, vil 
lage boards usually have authority to pass resolution on a variety of
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subjects affecting their interests. The Speaker receives several every 
week. If a seaside village passes a resolution stating that development 
of the adjacent OCS should not take place, is that a "valid exercise 
of authority" within the scope of the Committee bill? Would it re 
quire presumptive disapproval of a development and production plan?

The Committee should have concerned itself with removing these 
sorts of ambiguities from the Act, not adding new ones.

The amendment adopted by the Committee dealing with the Fed 
eral zone three to six miles offshore, mentioned earlier in this discus 
sion, requires that an offer of joint Federal-State leasing be made if a 
geological structure extends into the submerged lands of a coastal 
State. The Committee acted out of concern that future Federal leasing 
activities on Federal land might deplete resources from the State's 
portion without the State sharing in the revenues. This has not been 
the case in the past. Section 7 of the current OCSLA already provides 
a framework to settle such controversies. In fact, there have been 
many agreements under section 7 in intensely developed areas of the 
Gulf of Mexico. Off southern California, the Department of Interior 
voluntarily created a three-mile buffer zone where no Federal leasing 
takes place unless the State leases within its area of jurisdiction. This 
voluntary Federal action has aided the State's economic interest. Fur 
ther, the amendment could have provided an additional explicit power 
which the Secretary could exercise as an optional procedure where 
appropriate. It is a mistake, however, to make this a required pro 
cedure, when other alternatives, already available under current law, 
might better serve both State and Federal interests. This section could 
also serve to indefinitely delay OCS leasing in these areas, as discussed 
earlier, thus infringing on Federal sovereignty on the OCS. If any 
leasing did indeed take place, the money taken in as a result of the 
lease sale, such as bonuses, rents, and royalties, would be tied up 
indefinitely by lawsuits over the amount to be paid to the respective 
governmental entities. In an attempt to solve one theoretical problem, 
the Committee has created several substantive ones.

There is no opportunity, in the Committee bill, for the Governors 
of potential affected States to make suggestions in the initial rdraf ting 
of the five-year leasing program. Their role is limited to one of reac 
tion only, after the first draft of the program hits been prepared and 
published, risking a bureaucratic stake in the status quo. The addition 
of language requiring the Secretary to invite early State input, as we 
proposed to the Committee in a substitute for Section" 18, would be a 
significant improvement in the bill.

ANTI-ENVIROXMEIS'TAI. PROVISIONS

Several provisions of the Committee bill work against the environ 
ment, instead of protecting it.

The bill, as reported, attempts to define what is meant by marine,, 
coastal, and human environment. Any such definition serves as a limit 
ing factor and could work to exclude common meanings which are 
not included. For example, in non-coastal areas the bill offers no con 
sideration of atmospheric and biological factors. NEPA wisely uces 
the term "human environment" and. by not defining it, gives'it the 
broadest possible meaning. The NEPA approach should be followed
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in this bill as well. At the very least, some recognition should be given 
to the non-coastal atmosphere and biota.

The Committee rejected an opportunity to afford additional pro 
tection to the environment of higher risk areas of unusually deep 
water or unusually adverse weather conditions, such as off the Alaskan 
coast. The Minority proposed an initial lease term of up to ten years 
in such cases, rather than five years with a possible extension. Our pro 
posal not only would have increased Federal revenues from lease sales 
in these areas, but would have given lessees time to schedule explora 
tion activities in good environmental fashion without the pressure of 
an early deadline. Since a lease is automatically continued if drilling 
is taking place, lessees might be fofeed to drill a marginally safe well 
to avoid the necessity of seeking a Secretarial extension. Also, the bill 
claims among its purposes the encouragement of the development of 
new and improved technology. The assurance of a ten-year lease term 
provides lessees an incentive to devote capital to the development of 
such improvements. Since we cannot legislate a timetable for the dis 
covery of solutions to technological problems, the risk of early lease 
expiration mitigates against industry efforts in this field.

ANTI-COMPETITIVE PROVISION'S

Despite the Committee bill's avowed purpose of preserving and 
maintaining free enterprise competition, there are at least two provi 
sions which discourage the entry of small competitors.

The Secretary is permitted to lease tracts on the basis of entire 
geological structures or traps, or for a reasonable economic production 
unit, as he may determine. Under most leasing conditions the smaller 
the tract size, the greater the likelihood that a small company can 
successfully compete for the tract. The Secretary should not Ixs allowed 
to exceed the current maximum of 5,760 acres, except where a larger 
tract is necessary to form a reasonable economic production unit.

Small companies arc generally permitted to offer joint bids with 
each other or with one major oil company, to be able to compete for 
leases. Two major companies are not. The Committee bill would force 
small companies to co'mpetc for one percent shares of so-called Phillips 
Plan leases on the same basis as the majors by banning joint bids, 
except where the Secretary makes a specific finding as to their neces 
sity. One percent of the cost of a lease may not appear like much 
money, but leases for a. single 5,700-acre tract have already been sold 
for over $200.000,000. The $2 million that one percent of such a tract 
represents could jump to the tens of millions, if the Secretary moves to 
structure leasing as discussed above. This represents more capital 
than most small companies can accumulate individually for bonus 
money for a Phillips Plan share, especially since they will also have 
to share in the expenses of exploration. The small companies should 
be allowed to joint bid under this system in the same manner as under 
the other systems, so that they can' compete with the giants of indus 
try on a more equal footing.

COXGRKSSfOXAL COXTROL XEEDED

The Committee bill unwisely allows the Secretary to approve his 
own five-year leasing program. We have proposed that the program
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be approved by Congress. Approval would be presumed if neither 
House passed a resolution of disapproval within 60 days of submission. 
Since this relates to the overall program, and not to the specific de 
cisions made later, we believe this mechanism is both appropriate and 
necessary to assure compliance with Congressional intent. This is espe 
cially important since the very creation of this ad hoc Committee was 
a reaction to overlapping jurisdictions and ineffective Congressional 
oversight. The exclusion of Congressional approval also deprives the 
States of an important public forum within which to voice their views 
respecting a proposed program and a chance to influence the outcome 
quickly through their elected representatives. The Committee bill offers 
them nothing but lengthy and expensive court suits.

UNWISE RESTRICTION ON LEASING ALTERNATIVES

We have no objections to the Committee bill's general requirement 
that the Secretary's choice among alternative bidding systems accom 
plish the purposes and policies of the Act. We do, However, think it 
highly unwise to impose an "absolute" requirement that previously 
untried bidding systems be used for at least ten percent of the area of 
fered for lease in each of the next five years. This requirement is an 
absolute one, because the only way the requirement can be reduced is 
through affirmative action by both Houses of Congress within 30 
days—a logical and practical impossibility where an actual national 
emergency is not involved. The only recent example of Congress acting 
that fast was the ban on television blackouts of sold-cut professional 
sports events. Even if Congress agrees with the Secretary's reasons for 
not using untried systems in a given year, it would most likely have to 
pass a new law granting an exemption. Two-House positive approval 
is a highly unusual procedure which completely breaks down the Con 
stitutional separation of powers. The more frequent and defensible 
one-House disapproval mechanism, is the proper procedure to use here, 
because it allows Executive Branch decisions to proceed in the absence 
of Congressional objection.

SHIFT Or STUDIES ILL-ADVISED

The transfer of executive authority over baseline and monitoring 
studies from DOI to the Department of Commerce, (NOAA), as 
provided for in the Committee bill, is a handicap both to the proper 
management of the OCS leasing program and to the studies them 
selves. DOI currently makes the greatest possible use of NOAA's 
scientific capabilities for this program. More than half of the studies 
are beirn^ conducted by NOAA under Interior's direction, and already 
many of these are being subcontracted by NOAA to the, private sector. 
These studies should he designed and timed to serve DOI decision- 
making needs under the OCS program. This cannot be done adequately 
if Interior is deprived of controiover the studies. The studies should 
be put back in DOI where they belong.

Also, new section 20(a)(4), which the Committee bill would add 
to the OCSLAj requires that the, studies be designed to predict impacts. 
That is a job for an EIS, and is entirely different from a baseline 
study. If such predictions are important enough to deserve the
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expenditure of taxpayer's dollars and government resources, they are 
important enough to be made under NEPA. If not, they should not 
be required in this bill.

4. OFFSIIORB OIL SPILL POLLUTION* FUND
Many significant improvements were made in title III during 

Committee mark-up. There remain a number of areas, however, 
where improvement is still needed if this title, is to insure that clean-up 
costs and damage claims are promptly paid, and that, the proper party 
pays them. In still others, we have every reason to hope than an under 
standing of various problems in the reported language can be reached 
among Members of the Committee, and thnt perfecting amendments 
will hie offered jointly on the FJoor.

PREEMPTION'

The Committee bill establishes a national system of liability and 
claims settlement procedure with ail-expedited settlement mechanism. 
All claimants, regardless of location, are entitled to receive compensa 
tion for a specified set of damages. This would be a great step forward, 
were it not for section 322. This section destroys the rationality of the 
rest of the title by permitting States to set different limits of liability, 
and require OCS operators to pay into State oil spill funds, for the 
same set of damages. This will tie up capital sorely needed for addi 
tional exploration and development, and could significantly increase 
the cost of OCS energy resources to the consumers of this Nation.

These provisions of State law should be preempted by the Federal 
system, but only with respect to the damages specified in this title. 
States would be free to provide for additional types of damages under 
whatever system they prefer, and could establish funds for payment 
of claims under that system.

Without the "limited" preemption which we propose, multiple 
actions could be started under both the State and Federal procedures, 
with the Claimant trying to delay accepting an award under one sys 
tem while waiting to see if he can get more under the other system. 
This creates delays and uncertainties on all sides and implies that one 
set of courts would be likely to award higher amounts than the other. 
Since all that can be collected is actual damages, there should be no 
significant difference.

The Committee took one step toward preemption by adopting an 
amendment requiring the Slates to accept compliance with the finan 
cial responsibility section of this title as compliance with similar pro 
visions of State law. If States are then permitted to set higher liability 
limits, an uninsured corridor would be created, which could bankrupt 
smaller companies. This anomaly should IKS eliminated by Federal 
preemption of all matters respecting the set of damages specified in 
title III.

JtlRISDICTtON'

Although the Committee bill does not preempt State law, it almost 
completely overrides nearly all of section 311 of the Federal Water 
Pollution'Control Act (33 TJ.S.C. 1321), which regulates discharges 
from facilities located in State waters. The definition of "offshore
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facility" in section 301(4) of H.R. 6218, as reported, extends Title III 
to facilities located solely within State -waters. This is an unconscion 
able infringement on the authority of the Public Works Committee 
and should not bo in this bill. The definition should be revised to limit 
the jurisdiction of Title .III to facilities located on the OCS.

OR088 NEOLIOEXCE AXD WILLFUL MISCONDUCT

The Committee bill sets the discharger's limits of liability for 
damages at $35 million for offshore facilities and $150 per gross reg 
istered ton for vessels. These limits do not apply, and liability is there 
fore unlimited, if the discharge was the result of gross negligence or 
willful misconduct "within the privity and knowledge" of the owner, 
operator, or person in charge, or if it resulted from "a violation" of 
regulations.

We agree with the basic thrust of these provisions, although viola 
tions of regulations should more properly be viewed on a simple negli 
gence vs. gross negligence basis. The language quoted above, however, 
creates a situation which we assume, or at least nope, was unintended.

Suppose an offshore operator complies with every safety regulation, 
urges his employees to do so, and makes spot checks to satisfy himself 
that the employees do in fact comply. If a welder then deliberately 
removes his safety goggles, burns his eyes, drops his torch which 
then cuts through a pipe and spills some oil, should this cause millions 
of dollars of additional liability to be imputed to his employer! It 
would, under the Committee bill.

An employer is generally held responsible for the simple negligence 
of his employees. For example, the owner of a truck would have to 
pay for personal injury and property damage in a collision caused by 
an error in judgment of his truck driver. However, if the accident 
happened after the driver had diverged from his route in order to 
visit his girl friend or resulted from the driver's intentionally running 
into another vehicle, the owner of the truck would not normally be 
held liable.

A similar.test should be used on the OCS. The only actions which 
should cause unlimited liability for damages should be the gross 
negligence or willful misconduct of the person hold liable. A reason 
able compromise could extend this to apply to actions of the person 
in charge.

LEOAL PROBLEMS

There are at least four problems in Title III regarding disputes 
requiring judicial action.

Although the language is ambiguous, it appears that the Attorney 
General is permitted to decide what constitutes a "class" for purposes 
of a class action under Title III. A group of damaged persons should 
be allowed to decide this themselves under applicable provisions of 
existing law.

The Attorney General is permitted to represent a class of damaged 
persons in the recovery of claims under this title. Why should the tax 
payers pay the legal fees of people who might collect from the oil 
companies? Even worse, there could easily be a situation where the 
United States, through the Attorney General, sues the United States 
through the Secretary of Transportation. Worse still, since the At-
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torney General usually represents the Secretary, he could appear as 
counsel to both sides, a conflict-of-interest, if there ever was one. These 
provisions should be eliminated.

If the Attorney General declines to institute court action the Sec 
retary can go his own way and appoint attorneys to represent the 
Fund. The Attorney General is the chief legal officer of the United 
States. If he advises that a suit is unwise, his judgment should be 
binding on other agencies.

Section 314 (b) of the Committee bill requires that attorneys' fees 
and court costs be awarded to claimants in certain instances of indicia! 
review. We believe that such awards should be permitted, but not 
required. The courts are in the best position to judge whether this will 
serve the ends of justice. For example, if one major oil company is 
claiming damages to one of its facilities which were caused by another 
oil company, why should the first get costs as a matter of right?

DOUBLE TAXATION* OF EXKROY CONSUMERS

The payment of a fee on OCS oil production is an indirect tax which 
is passed along to consumers by the oil companies. This quasi-tax is 
unavoidable, if there is to be an oil spill fund of the sort envisioned in 
this bill. There is one tax in Title III which can and should be avoided, 
however.

When recoveries from dischargers, fines, interest, and other collec 
tions push the revolving account over its $200 million limit, the Com 
mittee bill provides that the excess be paid into the general fund of 
the Treasury. These excess sums were "earned" by the consumers of 
oil in meeting the specific purposes provided in the bill, however, and 
it is unfair to use them for general governmental purposes. Also, if 
future payments by the Fund make fee collections necessary, which 
would not have been needed wore those, excess sums available', this 
would be a double tax on the consumers: their original fee payments, 
which eventually gave rise, to the excess, and the later fees. On the 
other hand, we do not want to tie up capital unnecessarily by building 
up the Fund higher than needed.

There is a wav out, of this dilemma. The excess could be paid into 
the general fund of the Treasury, as provided, but (subject to appro 
priations, of course) be repaid to the Fund from ireneral revenues 
whenever the revolving account fell below $200 million.

LOSS Or ROYALTIES

The Committee bill limits recovery by the Federal /government for 
loss of royalties and net profit share revenues to a period of one year. 
These amounts nre not computed on a time basis, however, but on the 
amount of production, regardless of the time period. This provision 
would be changed to allow recovery for lost royalties and net profit 
share revenue computed on the amount of oil actually spilled.

8UBROGATIOX

Suhseotion (d) of section 308 provides among its list of defenses to 
liability "the negligent or intentional act of... any third party". Sub-
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section (e), however, provides for subrogation in cases where a dis 
charger is held liable due to specified third party negligence. Subsec 
tion (e) is therefore unnecessary, since it covers an impossible cir 
cumstance.

Subsection (c) (1) also speaks of a discharge resulting from the "un 
seaworthiness" of a vessel. This term is state-of-the-art language used 
in personal injury claims under the Jones Act and the Longshoremen 
and Harbor Workers Compensation Act. It has occasionally been ap 
plied to cargo damage claims by contract. It. has nothing to do with oil 
spills, and would need to be defined if used in this title.

POSSIBLE JOINT AMENDMENTS

We will be discussing the problems listed below with other Mem 
bers of the Committee prior to Floor action in the hopes of reaching 
agreement on joint amendments to Title III:

A provision is needed restricting the rights of a foreign claimant to 
recover damages under this title, .unless his country permits similar 
recoveries by A mericans.

The Committee bill limits recovery of- loss of income due to oil spills 
to one year. This is far less than a claimant might be able to recover 
under existing law. The restriction should either be liberalized or 
eliminated.

The discharger's defenses against damage claims should be extended 
to apply to clean-up costs ns well

A claimant should be able to mover interest on his damages.
Although section 309 makes funds "available" for several purposes, 

there is no requirement that they actually be disbursed. There should 
be a disbursal requirement.

The Federal Government should pay for war claims and cases where 
oil is spilled due to any type of Federal Government negligence.

When the Fund settles a claim and then recovers from the discharg 
er, it should Ixi able to recover administrative costs as well.

The collection of fees is "imposed on the owner of the oil when such 
oil is transferred from a well to a pipeline or vessel". Who owns the 
oil at the point of transfer, the transferrer or transferee? The Com 
mittee Report says it is the former, but this is ambiguous in the bill. 
What, if the oil is not transferred from a well directly to a pipeline or 
vessel—does it escape the fee? In any case this is too late. Oil can be 
stored on artificial islands or platforms, or under the sea, creating the 
possibility of discharge. The well or platform itself can discharge oil. 
The fee should be imposed on oil "produced", which includes any oil 
extracted from the OCS. It should be collected from the lessee or from 
•the operator of the production facility.

The Committee bill permits the Secretary to vary the financial re 
sponsibility requirements based on the capacity of the facility, ton 
nage of the vessel, or other relevant factors, if this means that the 
level can be set below the limit of liability, we create an uninsured 
"corridor" as discussed earlier, which could destroy a small company. 
This should be clarified.

The Committee bill requires an increase in the limit of liability and 
financial responsibility as the wholesale price index increases. What 
if it decreases? Also, we question whether this is really the most appro 
priate index, and how it relates to the costs of clean-up and damages.
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Since the Fund is responsible for the excess over the liability limits, 
claimants do not get any benefit from this increase. All it docs is hurt 
the smaller companies who would then have greater liability and have 
to buy more insurance, since they cannot- self-insure for the higher 
amounts. This is an area for meaningful compromise.

Section 312 makes the Secretary of Transportation the trustee of 
natural resources. This could involve DOT owning minerals or na 
tional parks. The President should be designated as trustee, instead 
of the Secretary. Also, it appears that the Secretary can recover for 
damage to a State's natural resources, and vice versa. The language 
needs revision.

Section 314 gives no standards for the courts to follow in judicial 
review of decisions of a hearine examiner. Are these cases to be re 
viewed under 5 U.S.C. 700? If not, appropriate standards and pro 
cedures should be stated in the bill.

Section 318 requires that information prescribed in regulations be 
furnished to the Secretary, and that he and the Comptroller General 
have access to "any" books and records of companies involved in OCS 
activities and subject t^jTitlelll. Language is needed to limit the 
applicability of this section to those records which are relevant to the 
administration of this title.

The authorization of administrative appropriations seems to reflect 
the high cost of administering a front-end fund. Since the Committee 
decided to change to a back-up fund, a wise decision in our view, this 
title should not cost nearly this much to administer. Also, we question 
whether, in compliance with the Rules of the House and the Congres 
sional Budget Act of 1974, it is necessary to restrict payments by the 
Fund, in satisfaction of claims, to appropriated amounts. Since these 
payments arc based on unpredictable contingencies, what would be an 
appropriate level? The Fund is .self-financed, so why should claimants 
have to wait for an appropriations bill which may be delayed for 
many reasons extraneous to this Act? We hopo that some accommoda 
tion can be reached with the applicable Committees in this regard.

5. THE COMMITTEE REPORT
We had not intended to include comments on the Committee Report 

in these Views. It. should have lx»en sufficient to limit our discussion 
to the bill itself. We approve of using a committee report to serve as 
legislative, history and indicate Congressional intent. The so-called 
"Section-by-section Analysis", however, so often directly conflicts 
with the text of the bill, or imposes limits or requirements not stated 
or implied in the text, that it must be looked upon as wishful thinking. 
All too often it appeal's to represent what its authors wish the Com 
mittee had done, rather than what it did do. Others are just misleading.

It is incumbent upon us to set, the record Ftraight. In enqh case, we 
invite our colleagues to inspect1 the text of the Committee bill and 
decide for themselves.

SAFETY

The Committee Report, states that, sections 4 (e) and 4(f) of the 
OCSTA, which give certain regulatory authority to the Coast Guard 
and the. Army respectively, imist "now be read in light of sections 21 
and 22" which the Committee bill would add to the Act. Nothing in

70-5H O - 1« - 11
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either of the two new sections makes any change whatsoever in sec 
tion 4. When the Executive Branch has two provisions of law under 
which it may promulgate regulations, it may use either one it wishes 
as sufficient authority for such promulgation. Section 21 may require 
joint regulations, and section 22 may require OSHA to enforce Coast 
Guard regulations, but this does not prevent the Coast Guard from ex 
ercising its independent authority under section 4(e), foe example.

The Committee Report states that the participation of OSHA in 
preparing regulations for employee safety is "required" under new 
section 21. A'look at that section shows three possibilities for joint 
action: (1) Interior and Coast Guard, (2) Interior and Labor 
(OSHA), or (3) all three. Since choice (1) omits the Labor Depart 
ment, OSHA's participation is obviously not required.

The Committee Report then goes a step further and states that 
OSHA should be "given lead agency responsibility" for,the develop 
ment of employee safety regulations, to the maximum extent possible. 
This may be the desire of some Members of the Committee, but it can 
not even be inferred from the legislation. It is certainly not binding 
on the Executive Branch.

The Committee Report correctly notes that "the failure of the ap 
propriate agency to act" has been a reason why the safety of divers in 
OCS activities has not been covered by regulations or standards. It 
omits to mention, however, that for over five years OSHA itself has 
had the same responsibility to protect those divers and has not acted. 
That is why we are so pleased that the Committee accepted our amend 
ment requiring that OSHA fulfill the mandate of its own Act and 
promulgate interim standards within 60 days, to remain effective until 
permanent standards are established under section 4(e) or new sec 
tion 21 of the OCSLA.

ACCIDENT INVESTIGATIONS

When accident investigations come within the authority of both the 
Coast Guard and OSHA, the Committee Report "intends" that they 
act jointly. The specific example given is that they "are to utilize the 
services, personnel and facilities of each other, or of any other federal 
agency". This is probably what will come to pass, but under new sec 
tion 22 (d) (3) it is optional, not required.

STATE AND REGIONAL BOARD RECOMMENDATIONS

Section 19 (d), which the Committee bill would add to the OCSLA 
requires the Secretary to accept certain recommendations of States or 
regional advisory boards, unless they are inconsistent with national 
security or overriding national interest. Overriding national inter 
est, in its turn, must be "bas^d on the desirability of obtaining oil and 
gas supplies in a balanced manner, consistent with the findings, pur 
poses and policies of this Act".

Since this language will appear in the OCSLA if H.R. 6218 is en 
acted, the words "this Act" refer to the OCSLA. The Committee Re 
port, however, incorrectly states that the words refer to H.R. 6218. Its 
findings and purposes are in Title I. That title is not substantive law, 
and there was a lenethjr discussion to that effect during mark-up of 
the bill. Accuracy here is extremely important, since the corrert. ref 
erence will be the basis upon which the acceptance or rejection of State 
or regional advisory board recommendations will turn.
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The Committee Report goes on to attempt the creation of a pre 

sumption of fact that the recommendation of a State or regional 
advisory board is somehow more valid than a finding of the Secretary 
rejecting the recommendation. The Report wants this to be given 
"great weight" in private citizen suits under new section 23. The text 
of the bill, as quoted above, gives the Secretary a reasonable standard 
on which to base his finding, and it is that standard on which his 
actions must be judged.

SUSPENSIONS

The text of the bill and the Committee-Report both list three reasons 
for which a lessee may request a suspension of his lease, together with 
an extension of the lease for an equal period of time. The Report then 
improperly limits this to an extension of the "five-year" lease term. 
The bill makes no such restriction, however} and the extension is avail 
able at any time during the life of the lease. The current OCSLA and 
H.R. 6218 both provide several ways in which a lease may continue to 
run after its initial term, the most important of v;hich is production 
of oil or gas.

The Report also states that the purpose of providing lessee-initiated 
suspensions is to allow "unitized" exploration or development, "com 
mon" pipeline placement, or proper and safe delivery by tankers. No 
such restrictions appear in the bill, however, so these should only 
be taken as examples.

COMPENSATION FOR LEASE CANCELLATION

When teases are cancelled for environmental reasons under the 
Committee bill's revision of section 5 of the OCSLA, the lessee is not 
foreclosed from seeking compensation under other laws or under 
the Constitution. The Report states that "it was the Committee's belief 
that the awarding of compensation would be more liberal for those 
leases issued prior to the date of enactment" of the revised section.

There are, however, no grounds for this belief in the text of the bill. 
The court will base its nwiird on the value of the rights of which the 
lessee is being deprived due to the cancellation of his lease. The fact 
that he knew the Secretary might exercise an option to cancel the 
lease through no fault of the lessee has nothing to do with compensa^ 
tion.

JOINT DIDDIXG RESTRICTIONS

Xew section 8(a) (7), as proposed in the Committee bill, imposes a 
ban on all forms of joint bidding for percentage shares of a "Phillips 
Plan" lease. This ban can be overridden by the Secretary by a finding 
that joint bidding is "necessary to promota competition". The report 
tries to limit this to cases of silent economic partnerships. There is 
no such restriction in the bill. In fact, a more common case will prob 
ably be where a small company cannot afford to bid by itself for even 
one share of a lease, but wants to participate in OCS exploration 
and development.

JOINT FEDERAL-STATE LEASING

The Committee report claims that if a Governor accepts an offer by 
the Secretary for joint leasing of a common structure, and they cannot 
agree on terms for the lease, the Secretary can lease the Federal portion
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on his own. The text of the bill does not give the Secretary this 
option, but appears to delay leasing indefinitely. The language of pro 
posed section 8 (f) (3) is as follows:

(3) Within ninety days after the offer by the Secretary 
pursuant to paragraph (2) of this subsection, the Governor 
shall elect whether to jointly lease any such area. If the Gov 
ernor accepts the offer, the Secretary and the Governor shall 
jointly offer such area for lease under mutually acceptable 
terms. If the Governor declines the offer, the Secretary may 
lease the federally owned portion of such area in accordance 
with this Act.

In other words, the only way the Secretary can lease the Federal 
portion is if the Governor declines the offer, not if they don't agree on 
terms.

THE LEA8IXO FLAN

The Committee Report states that Congress can "adopt appropriate 
legislation" to overrule the approval of a section 18 'easing program. 
Since the program was developed by the Executive Branch, any such 
legislation faces certain veto from a hostile President and cannot be 
enacted except by a two-thirds majority over a veto. We hope this 
will put the remark in its proper context.

More importantly, the Report states that a new leasing program 
must be prepared at least every five years. We are sure this, was 
intended, but we can find nothing in the Committee bill that imposes 
such a requirement.

Section 18(a), as proposed, provides for a leasing program to "meet 
national energy needs for the five-year period following its approval 
or reapproval". Subsection (d) tells the Secretary that "he may revise 
and reapprove such program, at any time". Nothing says he "shall" 
reapprove the prjogram.

It even appears that leasing could continue if the initial five-year 
program lapsed without the approval of a succeeding one. Subsection 
(c)?4) permits leasing if "it is for an area included in the approved 
leasing program". Since there would be only one "approved leasing 
program" (the expired one), leasing could continue as long as the 
area had been previously listed.

«•
DEVELOPMENT AND PRODUCTION PLANS

Theer are three possible reasons for disapproving a development 
and production plan under proposed section 25. The first two are 
procedural, and the last is environmental. The environmental one 
cancels the lease, but entitles the lessee to recover his bonus, rent, 
interest, and direct costs. That is why we cannot understand how the 
Report can speak of a non-environmental (procedural) disapproval 
of a development and production plan followed by an environmental 
cancellation under .the proposed revision to section 5. This should not 
be the case.

OIL SPILL DAMAGES

In discussing damage claims for loss of income under section 307(3) 
of the Committee bill, the Report indicates that "gross profits" are 
implied. There was no discussion of this during Committee hearings
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or mark-up. In an attempt at making an employer the agent for his 
employees, this interpretation would have the effect of foreclosing 
individual claims from the employees themselves, as well as from 
anyone who ever did business witn the claimant. Either that, or it 
would give a massive windfall profit to businesses which can show 
loss of gross income, but no longer have to meet expenses against such 
revenues. What a break an oil spill would be to a business that was 
running at a loss! Many firms do millions of dollars worth of business 
(having millions of dollars of "gross income"), but also have many 
more millions of dollars of expenses. This certainly cannot be what 
the Committee meant when it enacted section 307.

6. CONCLUSIONS
The Committee has come * long way in the past year. The level of 

expertise developed and interest maintained has been remarkable. 
As the first, and to date the only, ad hoc committee organized under 
the ne.w Rules of the House, it has served as a valuable experiment in 
bringing together Members from the three standing committees having 
principal jurisdiction over OCS activities.

In order to make this bill an effective vehicle for management of the 
OCS we will offer a substitute for Title II to remove its ambiguities 
and solve the problems outlined above. Similarly, individual amend 
ments will be offered to improve and perfect Title III. We hope our 
colleagues will join in support of these amendments, and that we will 
oe able to vote for the bill on final passage.

We are concerned, however, about oversight. If this bill, hopefully 
in amended form, is enacted, it will make many complex changes in 
the way OCS activities are administered and conducted. This ad hoc 
Committee will be disbanded when the changes become effective. We 
fear that a rsturn to the previous fragmented jurisdiction may result 
in ineffective oversight, or none at all. Since the 94th Congress claims 
improved oversight as one of its chief contributions to effective Con 
stitutional government, it is imperative that coordinated Congres 
sional control over Executive Branch actions on the OCS be estab 
lished.

There are many possible ways to provide for effective oversight. 
Committee'jurisdictions could be made more explicit or redrawn, a 
permanent select committee could be established with or without legis 
lative authority, or a joint subcommittee of our three "parent" stand 
ing committees could be constituted. Of the three, a joint subcommit 
tee offers perhaps the best opportunity to recognize the legitimate 
concerns of the three committees, while insuring coordinated oversight, 
and without adding to the number of separate committees of the 
House. Whatever means may be decided upon, we urge the leadership 
of the House to address this problem before this bill is enacted into 
law. We pledge our complete cooperation.

Respectfully submitted,
HAMILTON FISH, Jr. 
EDWIN B. FORSTTHE. 
PIERRE S. nu PONT. 
DON YOTTNO. 
ROBERT E. BAUKAN. 
CBABLES E. Wxoonrs.





XVIII. ADDITIONAL MINORITY VIEWS OF 
CONGRESSMAN DON YOUNG

COASTAL ZONE FUND NEEDS STRENGTHENING
The authorization levels for Title IV, the Coastal Zone Impact 

Fund, while representing a push in the right direction, need strength 
ening in order for the federal government to meet its responsibilities 
while drawing oil out of the Outer Continental Shelf.

It is very clear that the federal government profits from the devel 
opment of the OCS. The OCS lease area is a Federal zone beyond 
three miles. Its oil is federal. It will be managed by the federal gov 
ernment. And the revenues will go to the federal government. This is 
not to say that the development should not take place-yclearly it 
should. But the .intent of the development is clear, ever since it was 
said that OCS exploration was "in. the national interest." And it is 
the states such as Alaska who will have to bear the burden and the 
cost of the development, unless adequate compensation is made.

When the Alaska pipeline was started, considerable amounts of 
front end capital was required by the state to, meet the burden of 
properly preparing for the rush of development that comes with the 
pipeline construction. Sewer systems and services had to be expanded. 
Schools had to grow to meet the larger numbers of family children. 
Roads had to be improved. Almost every conceivable area of concern 
to state and local government had to be expanded. The situation will 
be no different with accelerated OCS development in this respect.

But there is a critical difference between the pipeline construction 
and OCS development that must be noted. The pipeline territory, like 
any oilfield in the state, generates royalty revenue for the state. The 
revenues have eventually oeen sufficient to pay off the cost of impact 
funding. Yet with the OCS leasing, no royalty revenue goes to the 
state as a result of the development, even though the same state impact 
occurs that brings increases in population, and. greater demand on 
services and facilities. This sort of expansion is unique from normal 
business expansion, which brings additional property and income tax 
revenue that can finance the impact. This time, the business is located 
on federal land and is guarded from the purse strings of state and 
local government

The OCS committee, has recognized part of this situation by estab 
lishing section IV of H.R. 6218. It is a good provision with good in 
tent. In measuring the onshore impact of the OCS development, how 
ever, it becomes apparent that the 50 million dollar authorization in 
automatic state grants and 125 million dollar authorization in dis 
cretionary funds, distributed equitably among all the coastal states 
affected in the coastal r.one, is not sufficient to cover the costs that the 
local and state government will have to bear as a result of the federal 
development. This will leave the states in serious economic straits,

(273)
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especially in the more heavily impacted areas, as they will suffer from 
overcrowded schools and services, insufficient sewerage systems, poor 
roads, and higher state and local taxes. Any federal loan system, while 
temporarily helpful, only puts off the burden that the local and state 
governments will eventually have to bear.

The cost of OCS development is best figured on n basis of per capita 
cost to state and local government as a direct result of population 
growth resulting from OCS activities. The increased demand on serv 
ices is proportional to the number of people arriving in the state. The 
projected jx>pu1ation increases, estimated by the 0MB as growth di 
rectly attributable to OCS development are conservative estimates, as 
arc the per capita cost figures, wKich were figured from FY 1975 and 
do not account for the recent high levels of inflation that the state 
has experienced:

Per capita co»t figures l resulting from- increased population
State government—.-—___——__—_———__—__—_— 11,680

Total _———___—_____.___._.__-.__„____—_ 1,981
* Figure* taken for growth from Alaska pipeline.

Projected population griACth directly attributable to OCS development.—94,000 
by 1986. (0MB estimate.)

Total calculated cost to State and local government from OO8.—$186,214,000 
per yetr.

While the revenue received from the Alaska pipeline was sufficient 
to meet much of the cost of impact funding, this is presently Impossible 
to meet since no revenue is coming into the state as a result of OCS 
development. The only increased revenue available comes from in 
creased corporate income taxes, personal income taxes, and other in 
duced corporate taxes, and some property taxes. In the case of the pipe 
line, however, the large majority of the revenue comes from petroleum 
property taxes, royalties, and severance taxes, none of which is avail 
able to the state in the leases which are more than six miles offshore. 
The projected revenues from the pipeline illustrates the point:

REVENUES LOST TO FEDERAL GOVERNMENT 
|tn thouundi of Ml*n|

4. Corporate
1. Mrotoum ponoMl tnd

property 3. Severance other Mured
torn 2. RoyiMet tuet tows

IMS............................................... 5I.M* SJ.301 15.7*4 23.145
1MO............................................... 4C.14* 5C.301 15.7*4 20,245
1115............................................... 33.321 SI. 301 15,764 U.I4S

In 1975, money from sources in increased income and corporate 
taxes, column 4, comprised less than 15% of the total potential reve 
nues, and yet is the only icvenue available to the states from OCS 
development. Clearly, the source of revenue from OCS development 
is minimal compared to the pipeline. Even this figure is overestimated, 
since capital expenditure related to OCS will be greatly reduced on 
state land in the OCS development, with resultant drops in real per 
sonal and corporate income taxes.
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The critical concern, then, becomes, how does the state come up with 
the money needed to expand? At an additional cost of 186,214,000 dol 
lars a year, H.R. 6218 cannot begin to meet the. need of the state as 
presently funded. Clearly the authorization must be increased. Even if 
Alaska gets 50% of the entire national fund, assuming that 100% of 
the money authorized is appropriated for the Act, less than half the 
need will have been met.

The situation becomes more serious when revenue is considered as an 
issue of immediate concern. Front end funding, as it is called, is a 
requirement for large amounts of money before tlie fact, to build facili 
ties and pay for services before the impact is felt. Anticipatory devel 
opment is obviously a superior system, but funding is a difficult en 
deavor when revenue is not produced until after the impact is suffered. 
A look at pipeline costs and revenue illustrates the point. Note that the 
cost is exclusively impact cost, and does not include other related costs.

(In thousands of dollars)

Cash Cash 
inflows outflows

1176........................................................................... 123 223
U77........................................................................... 277 1.M3
1971........................................................................... 1,595 5,979
1979........................................................................... 5,397 20, M9
1910........................................................................... 10,994 34,589
1911........................................................................... 11.143 17,451

Alaska was fortunate in funding for the Alaska pipeline project, 
because front end funding was available to state and local govern 
ments by the state Prudhoe Bay lease, which gs»rnered some 900 million 
dollars. The money has already been invested, and there is now no addi 
tional source of funding like it. The only two alternatives are to 
niisc taxes or to abandon funding for services and facilities.

Even if it were possible, the state should not bear the. responsibility 
of funding the impact from this federal project through pipeline 
revenue. This is a separate state matter, and the state, deserves the 
money for investment for other worthy projects, instead of under 
writing the cost of a federal project. The OCS is a federal project, and 
should be a federal responsibility.

Dox YOUNG.





XIX. ADDITION7AT, MINORITY VIEWS OF CONGRESSMAN 
PIERRE S. DU PONT AND CONGRESSMAN ROBERT E. 
BAUMAN
While we 'have signed the Minority Views that accompany this 

report and concur with virtually all the comments made therein, there 
are three areas in which we are not fully in agreement with the 
minority position.

First, we believe very strongly that a full Environmental Impact 
Statement (EIS) should be prepared in each frontier region in which 
offshore drilling is undertaken. However, we believe it best to allow 
that decision to be made under the existing NEP A legal structure and 
regulations. NEPA is the strongest and most protective environmental 
legislation that the Congress has ever enacted. We do not believe we 
should tamper with it, undermine it, or otherwise risk denying to 
coastal areas its protection, nnd thus believe, as the m'Kority does, 
that it would be best not to follow the procedure adopted in the Com 
mittee Bill in regard to Environmental Impact Statements.

Second, we are happy with the power given to affected states and 
Regional Advisory Boards to influence the Secretary's decision in 
regard to lease sales and development and production plans. We dp not 
agree that the power given to Governors and Regional Advisory 
Boards in the Committee Bill is too strong.

Finally, we do not agree that it is "highly unwise" to mandate new 
bidding systems be used for at least 10 percent of the areas offered 
for lease in each of the next five years as tne Committee Bill provides. 
We did not support Committee amendments seeking to raise this per 
centage to 33 or 50 percent, but we do believe it important to press 
the Secretary of the .Interior to u«e these new systems, otherwise we 
fear they will never be put into effect and we will never learn whether 
the taxpayers might, not get a better break by their use.

Respectfully submitted,
PIEBRE S. Dtr PCKT. 
ROBERT E. BAUMAN.
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