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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. MurenY 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.R. 6218)

The Ad Hoc Select Committee on the Outer Continental Shelf, to
whom was referred the bill (H.R. 6218) to establish a policy for the
management of oil and natural gas in the Quter 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 as 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 Sheif Lands Act Amend-
ments of 1976".

TABLE OF CONTENTS

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

Sec. 101. Findings.
Sec. 102, Purposes.
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TITLE II—AMENDMENTS TO THE OUTER CONTINENTAL SHELF

LANDS ACT
Sec. 201. Definitions.
Sec. 202. National policy for the Outer Continental Shelf.
Sec. 203. Laws applicable to the Outer Continental Shelf,
Sec. 204. Outer Continental Shelf exploration and development administration
Sec. 205. Revision of bidding and lcase administration.
Sec. 208. Outer Continental Shelf oil and gas exploration,
Sec. 207. Annual report.
Sec. 208. New sections of the Outer Continental Shelf Lands Act.
“Sec. 18, Outer Continental Shelf leasing program,
“Sec. 10. Regional Outer Continental Shelf Advisory Boards.
“Sec. 20. Baseline and monitoring studies.
“Sec. 21, Safety regulations.
“Sec. 22, Enforcement,
“Sec. 23, Citizen suits, court jurisdiction, and judicial review.
“Sec. 24. Remedies and penalties.
“Sec. 25.. Oil and gas development and production.
“Sec. 28, Outer Continental Shelf oil and gas Information
_program,
“Sec. 27, Federal purchase and disposition of oil and gas.
t “Sec. 28, Limitations on export,”

TITLE III—OFFSHORE OIl SPILL POLLUGTION FUND

Sec. 301. Definitions.

Sec. 302. Establishment of the Fuud and the revolving account.
Sec. 303. Prohihition.

Sec. 304. Notification.

Sec. 305. Removal of discharged oil.

Sec. 308, Duties and powers.

Sec. 307, Recoverable damages.

Sec. 308. Cleanup costs and damages.

Sec. 309. Disbursements from the revolving account,
Sec. 310. Fee collection ; deposits in revolving account.
Sec. 311. Financial responsibility.

Sec. 312, Trustee of natural resources.

Sec. 313. Claims procedure.

Sec. 314. Judicial review.

Sec. 315. Class actions.

Sec. 316. Representation. -

Sec. 317. Jurisdietion and vens‘e

Sec. 318. Access to records.

Sec. 319. Public access to information,

Sec. 320. Annual report.

Sec. 321. Authorization of appropriations.

Sec. 322, Relationship to other law,

TITLE IV—AMENDMENTS TO THE COASTAL ZONE
MANAGEMENT ACT OF 1972

Sec. 401. Amendments to the Coastal Zone Management Act of 1972.
TITLE V=-MISCELLANEOUS PROVISIONS

Sec. 501. Review of shut-in or flariug wells.

Sec. 302, Review and revision of royalty payments.
Sec. 503. Natural gas distribution.

Sec. 704, Relationship to existing law.,

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

FINDINGS

Skec. 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:
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(2). domestic production of ofil and gas has declined in.recent years;

(3) the United States has become increasingly dependent upon imports
of ol from foreign nations to meet domestic energy demand;

(4) increasing reliance on imported oil is not inecvitable, 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:

(8) technology is or can e made available which will allow significantly
increased domestic production of oil and gas without undue harm or damage
to the environment ;

(7) the Outer Continental Shelf contains significant quantities of.petro-
leum and natural gas and js.u vital national resource reserve which must
be 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 resources of the Quter Continental Shelf;

(9) environmental and safety regulations relating to activities on the
Outer Continental Shelf should be 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
facllities, may cauve 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 Quter 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 oll 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.

PURPOGES

Src. 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
on 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 i8 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
competition;

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

(4) provide States which are impacted by Outer Continental Shelf ofl
and gas exploration, development, and production with comprehensive
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assistance in order to anticipate and plan for such impact, and thereby to
&ssure adequate protection of the human envh%mxmntp;'l ' reby ¢

(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.vities, in order to anticipate,
ameliorate, and plan for the impacts of such activities; ,

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

(7) minimize or eliminate confiicts between the exploration, development,
and production of oll and natural gas, and the recovery of other resources
such as fish and shelifish ;

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

(9) establish an oil spill ability 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 is assessed at the earliest practicable time.

TITLE II—~AMENDMENTS TO THE OUTER CONTINENTAL SHELF
LANDS ACT

DEFINITIONS

Sgc. 201. (a) Paragraph (c) of section 2 of the Outer Continental Shelf -Lands
Act (43 U.8.C. 1331) Is amended to read ax follows

“(¢) The term ‘lease’ means uny form of authorization which is fssued under
section 8 or maintained under section 8 of this Act and which authorizes explora-
tion for, and development and production of, deposits of oil, gas, or other
minerals;”.

(b) Such section ix further amended—

(1) in subsection (d), by striking out the period and Insertlag in lleu
thereof a semicolon ; and

(2) by adding at the end thereof the following new paragraphs:

“(e) The term ‘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 ixlands, 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
toundaries 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
1972 (16°0.8.C. 1454 (W) (1)) ; .

“(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
‘8ound, or one or more of the Great Takes, 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, proposed, conducted, or approved pursuant to the provi-
stong 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 Statex for the portion of the outer Conti-

_nental Shelf on which such activity i, or I8 proposed to be, conducted ;

“(2) which Is or I8 proposed to be directly connected by transportation
tacilities 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 activity, will
recelve, oll for processing, refining, or transshipment which was extracted
trom the outer Continental Shelf and transported by means of vessels or by
a combination of means including vessels:

“(4) which i desiznated by the Secretary as & State in which there is a
gubstantial probability of significant impact on or damage to the coastal,
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marine, or human environment, or a State in which there will be significant
changes in the soclal, governmental, or economic infrastructure, resulting
from the exploration, development, and production of ofl and gas anywhere
on the outer Continental Shelf ; or

*(5) in which the Secretary finds that there is, or will be, & 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 ofl or gas from vessels, pipelines, or other transshipment facilities;

“(h) The term ‘marine environment’ means the physical, atmospheric, and
biological components, conditicns, 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 compounents, 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 components, conditions, and factors 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
oceurring 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 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 oll, natural
Kas, 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,
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 wbich is needed to delineate any reservoir and to
enable the lessee to determine whether to proceed with development and
production ; )

“(m) The term ‘development’ meany those activities which take place follow-
ing discovery of oil, natural gus, or other minerals in commercial quantities,
including geophysical activity, drilling, platform construction, and operation
of all on-xhore support facilities, aid 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 resources, including such
removal, fleld operations, transfer of oll, natural gas, or cther minerals to
shore, operation monitoring, maintenance, and work-over drilling;

*(6) The term ‘antitrust law’ means—

“{1) the Act entitled *An Act to protect trade and commerce against un
lawtul restraints and monopolies’, approved July 2, 1800 (15 U.S.C. 1 et
ned).) ;

*(2) the Act entitled *An Act to supplement existing laws against un-
lawful restraints and monopolies, and for other purpeses’, approved October
15, 1914 (15 U.S.C. 12 ¢t seq.) @

“(3) the Federal Trade Commission Act (15 U.S.C. 41 et seq.):

“(4) sections 73 and 74 of the Act entitled ‘An Act to reduce taxation, to
provide revenue for the Govermnent, and for other purposes’, approved Au-
gust 27, 1804 (15 U.8.C.8and 9) ; or

“(5) the Act of Juue 19, 1938, chapter 7392 (15 U.8.C. 13, 13a, 13b, and 21z ;

“(p) The tern ‘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 gold pursuant to a lense during the period for which any roy-
alty or nét profit share ix accrued or reserved tn the United States pursuant to
such lease, or (2) If there were no such sales, or if the Secretary finds that there
were an insuficient number of such salexs to equitably determine such value, com-
puted at the average unit price at which such mineral was gold pursuant to other
leases In the same region of the outer Continental Shelf during such period, or
(8) if there were no sales of fuch mineral from such region during such period,
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or if the Secretary finds that.there are an insufficient number of such sales to
equitably determlr{e such value, at an appropriate price determined by the Sec-
retary ; and _

“(q) The term ‘major Federal action’ means any action or pmposal'by the
Secretary which is subject to the provisions of section 102(2) (C) of the National
Environmental Policy Act of 1969 (42 U.S.C. 4332(2) (C)).".

NATIONAL POLICY FOR THE OUTER CONTINENTAI SHELF

Src. 202, Section 3 of the Outer Continental Shelf Lands Act (43 U.8.C. 1332)
is amended to read as follows :

“Sec. 3. NATIONAL PoricY ¥oR THE OUTER CONTINENTAL SHELv.—It {8 herzby
declared 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 as provided in this Act;

“(2) this Act shall be construed in such a manner that the character ot
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, wihich 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 tke mineral re-
sources of the outer Continental Shelf will have xignificant impacts on
coustal ani non-coastal areas of the coastal States, and on other affectad
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 temporary or permanent ad-
verse effects of such impacts ; and

“(B) such States areentitled to an opportunity to participate, to the
extent: consistent with the national interest, in the policy 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;

“(5) the rights and responsibilities of all States to preserve and protect
thelr marine, human, and constal 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

“(8) operations in the outer Continental Shelf should be conducted in a
safe manner by well-trained personnel using technology, precautions, and
techniques sufficient to prevent or minimize the likelihood of blowouts, loss
of well control,; fires, spillages, physical obstruction to other users of the
witers or subsoil and seabed, or other occurrences which may cause damage
to the environment or to property, or endanger life or health.”.

LAWS APPLICABLE TO THE 'oum CONTINENTAL SHELY

Ske. 203, (a) Section 4(a) (1) of the Outer Continental Shelf Lands Act (43
U.8.C. 1333(n) (1)) is amended—

(1) by striking out “and fixed structures” and inserting in lieu thereof ¢,
and all structures permanently or temporarily attached to the sealwd),” ; and

(2) by striking out “removing, and transporting resources thierefrom® and
Inserting in len thereof “or producing resourcex therefrom, or any such
structure (other than a ship or vessel) for the purpose of transporting such
resources”,

(1) Section 4(n) (2) of such Act Ix amended to read ag follows:

*(2) (A) To the extent that they ure applicable and not Inconsistent with this
Act or with other Federal laws and regulations of the Secretary now i effect or
hereafter adopted. the civil and criminal lawx of each coustal State adjacent to
the outer Coutinentnl Shelf, ax in effect on the date of enactment of this pura-
graph, are hereby declared to be the law of the United States for that portion
of the xubxoil and senbed of the outer Continental Shelf, and those artificial
Islands and structures referred to in paragraph (1) of this subsection, which
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would be within the area of such State if 'its boundaries were extended seaward
to the outer margin of the outer Continental Shelf. After such date of enactment—

“(1) any change ia any criminal law 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

“(if) 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
und 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, occuiriug upon any artificial island or structure
referred to in subsection (a) of this section shall be 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 subsestion, except that untii 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 Sheif” 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 i8 further amended by striking out subsection (b)
and relettering submections (c), (d), (e), (f), and (g) as subseciions (b),
(¢}, (4), (e), and (f), respectively,

OUTER CONTINENTAL SHELF EXPLORATION AND DEVELOPMENT ADMINISTRATION

Src. 204. Section 3 of the Outer Continental Shelf Landx Act (43 U.8.C. 1334
et seq.) is amended to read as follows:

“Sec, 5. ADMINISTRATION OF LEABING oF THE OUTER CONTIXENTAL SHELY.—(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 rexulations shaill, 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,
purposes, 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 b so
extended when such suspension or prohibition is the result of gross regli-
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 siuch lease
or permit would cause serious harm or damage, which would not decrease
over A reasenable period of tiime, to life (including aquatic life), to property,
to any mineral deposits (In areas leased or not yet leased), to {he national
securlty 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 clalm for compensation as may be required by the Constitu-
tion of the United States or any other law ;

“(2) tor the assignment or relinquishment of leases ;

“(4) for~the sale of royalty, net profit share, or purciaased oil and gas
accru‘{ng or reserved to the United' States in accordance with section 27 of
this Act;

“(5) tor the utilization of different bidding systems in accordance with
'section §(a) of this Act;

“(6) for the preparation and submission of annual reports to the Con-
gress in accordance with gection 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) for 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 19 of this Act;

%¢11) for unitization, pooling, and drilling agreements ;

“(12) for subsurface storage of oll and gas;

“(13) for drilling or easements necessary for exploration, davelopment,
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 lesise, or of any extension,
renewal, or replacement of any lease, under the provisions of thiz Act shall be
conditioned upon compliance with the regulations issued wider {his Act if the
lense is issued under the provisions of section 8 hereof, or with the regulations
isaued under the provisions of section 6(h). 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
v the provisions of this Act, or of the lease, or of the regulations issned under
this Aet if the lease is issued under the provisions of section 8 hereof, or of the
regulations issned nnder the provisions of section 6(b), clause (2), hereof, it
the lease is maintained under the provisions of section 6 hereof, such lease may
be canceled by the Secretary, subject to the right of judicial review ag 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.
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“(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 iy issued under the provisions of section 8 hereof, or of the
regulations issued under the provisfons 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 baving 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 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 pur-
chase without discrimination, oil or natural gas produced from said lands in
the vicinity of the pipeline in such proportionate amoiints as the Federal Power
Commission, in the case 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 regulatfons and conditions prescribed under this section
shall be ground for forfeiture of the grant in an appropriate judicial proceeding
{nstituted by the United States fn any United States district court having juris-
diction under the provisions of this Act.

“(£) (1) 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) It 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-
lstion 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 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 permitted tv 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 necessa:ry vo
alleviate a temporary emergency situation or to conduct testing or work-over

operations.”,
REVISION OF BIDDING 'AND LEASE ADMINISTRATION

Sxc. 205. (a) Subsections (a) and (b) of section 8 of the Outer Continental
Shelf Lands Act (43 U.8.C. 1837) 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 thie outer Continental
Sheilf 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 1214 per centum fixed
byl dthe Secretary in amount or value of the production saved, removed, or
sola ;

“(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 centumn at the heginning 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 be derived from the production of oil and gas from the
lea‘se area ;
va‘r i(nl%%e fixed cash bonug with the net profit share reserved as the bid
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“(F') cash bonus bid with a royalty at no less than 1214 per centum fixed
by the Secretary in smount or value of the production saved, removed, or
50ld and 4 per centum share oL net profits of no less than 30 per centum to
be derived from the production of oil and gas from the lease ares;

“(G) 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
teudered for not more than 100 per centum of the lense area, with a fixed

* share of the net profits derived from the production of ofl and gas pursuant

to a lease to be determined by the Secretary ; or

“(H) cash bonus bids for 1 per centum shuares of an undivided working
interest in the lease ares, such shures to be awarded at a price which s equal
to the average price per share of the highest responsible qualified bids
tendered for not more than 100 per centum of the lense area, and with a fixed
or diminishing royalty based upon the production derived from operation
purstant to the lease.

“(2) The Secretary may, in hisx dixcretion, defer any part of the payment of
the cash bonus, ax authorized in paragraph (1) of this subsection, according to a
schedule announced at the time of the announcement of the lease xale, but such
payment shall be made in total no later than five years from the date of the
lease sale or no later than the date of the nuthorization of developient and
production, whichever date first oceurs.

‘(8) 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 et forth in the lease for such area. .

“(-4) At least ninety days prior to notice of any lease #ale under subparagraphs
(D), (E), (F), and (G) of paragraph (1), the Secretary xhall by regulation
establish rulex to govern the calenlation of net profits, In the event of any dispute
between the United States and a lessee concerning the caleulation of the net
profits under the regulation issued pursuant to this parageaph, the burden of
proof shall be on the lessee. In determining the attribution of profits ax between
ofl and guy, costs shall be allocated provortionately to the value of the respective
amount of oil and gas produced.

“(5) (A) In the case of any lease nren offered for sale pursuant to subparagraph
(G) or (H) of paragraph (1), if the accepted bid per share of any person for a per
centum working interest in such lease aren Is less than the uverage price per share
of all accepted bids, and such person does not, within such time ns the Secretary
shall by regulntion preseribe, ngree to pay such price, then—

*(i) the Secretury 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 1o such bid shall be deemed to be canceled,

“(B)Y(I) In the event the Secretary sells less than 100 per centum of the
Interest in the lense aren offersd under subparagraph (G) or (H) of paragraph
(1). he shall offer the additional shares to the bidders who purchaged shares
pursunnt. to the initial bidding process. ‘Che Secretary shall sell such additional
sharex 10 the bidders who have elected to purchase under this clanse, except that
the maximum number of additional shares which any such bidder may purchase
shall be in proportion to his bidded Interest,

*(11) To the extent that any per centum of the interest in the lease nrea offersd
nnder such mbpearagreaph (G) or (IT) remaing unsold after the Secretary uses the
procedure required by clause (1) of this subparagraph, he shall repeat such
provedure for such perlad of time us he determines to be reasonable,

“(IH) To the extent that any per centum of the interest in the lease irea offered
nnder such subparagraph (G) or (H) remaing nnsold after the Secretury uses the
procedure required under elanses (1) and (1) of this subparagraph, the Secre-
tary shall offer any remaining shares for sule to the highest Interested bidder
whoze Bid was not acceptend In the initinl 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 procedure for snuch period of
thne ag he deterinines to e reasonable,

“Uiv) Any additional shares of interest in a leaxe aren which are sold
by the Secretary pursuant to this subparagraph shall be sold at a price equal
to the price ar which shaves of the interest in such lense aren were sold pursuant
purszant to the inftial bidding process,
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“(C) The Secretary shall, by regulation, provide for the cancellation of any
lease sale held pursuant to subparagraph (G) or (H) of paragraph (1), if the
total amount to be paid for all shares sold doey 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 bursuant to subparagraph (G) or (H)
of paragraph (1), and shall approve one or more operators tor, 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
authorized by this subsection, In accordance with subparagraphs (B) and (C)
of this paragraph, s0 as to sccomplish the purposes and policies ‘of this Act,
Including (i) providing a fafr return to the Federal Government, (ii) Increasing
competition, (iii) assuring competent and safe operations, (iv) avolding undue
speculation, (v) avolding unnecessary.delays in exploration,, development, and
production, (vi) discovering and recovering oil and gas, (vii) developing new
ofl and gax resources in an efficient and timely manner, and (vill) Hmiting admin-
istrative burdenx on government and industry. In order to select a bid to sccom-
plish these purposes and policies, the Secretary may, in his discretion, require
each bidder to submit bids for any ares of the outer Continental Shelf {n accord-
ance with more than one of the bidding alternatives set forth in paragraph (1)
of thix subsection.

*(B) During the five-year period commencing on the dute of enactment of this
subxection, the Secretary may, in order to obtain statistical information to deter-
mine which bidding alternatives will best nccomplish the purposes and national
policiex of thix Act, require each bidder to submit bids for any aren of the outer
Continental Shelf in accordance with more than one of the bidding systems set
forth in paragraph (1) of thix subsection. For such statistical purposes, lenses
many be awarded using a bidding alternative selected at random or determined
by the Secretary to be desirable for the acquisition of valid statistical duta and
otherwise consistent with the provixious of this Act.

“(C) (1) Except ax provided In clause (ii), the bidding system authorized by
subparagraph (A) of paragraph (1) of this subsection shall not be applied fo
more than 90 per centum of the total aren offered for lease each year, during the
five-year perlod beginning on the date of ennctment of this subsection, in each
region where there has been no development of oil and gas prior to October 1,
1975, including the outer Continental Shelf region off southern Californin outsigde
the Santa Barbara Channel.

“(1i) I, In auy year following the date of enactment of this subsection, the
Seeretury finds that compliance wich the limitation set forth in clause (i) would
undnly delay. efficient development of the il and gas resources of the outer Con-
tinental Shelf, result in less than a fair yeturn to the Federnl Government, or
result in a reduction of competition, he shall submit to the Senate and House of
Representatives a report stating hig specific indings and detatled reasons there-
for. ‘The Secretury 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 sessfon).

=(D) Within six months after the end of each fiscal year, the Secretary shull
report. to the Congress, as provided in section 15 of this Act, with respect to the
use of the varions bidding options provided for in thix subsection. Such report
shall include—

“{1) the schiedule of all lense sales helid during such year and the bidding
system or systems utilized ;

“(if) the schednle of all lense sales (o be held the following year and the
bidding syxtem or syxtems to be utilized ;

*(iti) the benefits and costs associated with conducting lense sales using
the varioux bidding systems;

“(iv) It applicable, the reasons-why n partienlar bidding system has not
been or will not be ntilized ;

“(v) If applicable, the reasons why more than 80 per centum of the area
leased In the past yvear, or to be offered for lease in the upeoming year, was
or Is fo be leased under the Wdding system anthorized by subpareageaph (A)
of pnragraph (1) of this subsection; and

70-512 0 - 18 -2
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“(vi) an analysis of the capability of each bidding systemn to accomplish
‘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 behulf of two or more persons for an ofl and gas lease under this Act
unless—

“(A) more than one of the joint bidders, directly or Indirectly, controls or
is chargeable worldwide with an average dafly production of one million six
hundred thousand barrels a day or more, or the equivalent, in crude oil,
natural gas, and liquefied petroleum products; or

“(B) the bidding xystem is one authorized by subparagraph (G) or (H)
of piragraph (1) of this subsection and joint bidding is not specifically found
by the Necretary to be necessary to promote competition,

“(h) An ofl and gas lease issued pursuant to this section shall—

“(1) cover an area designated by the Secretary cn 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 perlod of five years, and may be extended for a period of
five additional years if the Secretary finds such extension is necessary to
encourage exploration and development in areas of unusually deep water
or ndverse weather conditions, and as long thereafter as oil or gas may be
produced from the area in paying quantities, or drilling or well reworking
operitions, ax approved by the Secretary, ure conducted thereon, except that
no such extension shall be granted 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 detarmined by one of
the bidding procedures set forth in subsection (a) of thig 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 development and production plan
required by this Act;

“(3) contain a provision that the Secretary shall, in the abgence of any
applicable rule or order issued by the President and under conditions de-
fined in applicable regulations prescribed by the Secretary, have the right to
requite increased production under such lease for purposes of denling with
emergency shortages of oil or gas or other national emergencies;

“(8) provide for suspension or cancellation of the lease pursnant to sec-
tion 5 of this Act; and . .

“(7) contaln such rental and other provisions as 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.C. 1337) is
further amended by striking out subsection (j), by relettering subsections (¢)
through (i), and all references thereto, as subsections (g) through (m), respec-
tively, and by inserting immediately after subsection (b) the following new
subsections:

“(¢) No lense 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 extengion. Such notification shall contain such informa.
tion as the Attorney General and the Federal Trade Commission may require
in order to advige the Secretary ns to whether such lease or extension would
create or malntain a situation inconsistent with the antitrust laws,

“(d) No lease may he 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 organization immunity from civil or eriminal lia-
bility, or to create defenses to actions, under any antitrust. law.

‘(1) (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 regiouns offered for
leasing:;

“(R) all information concerniug the geographical, geological, and ecologi-
cal charncteristics of such regions;
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“(C) an estlmate 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 lands within three miles of the sea-
ward boundary of any ¢oastal State, the Secretary shall offer the Governor of
such coastal State the opportunity to jointly lease any nrea.-which the Secretary
approves for lease which may contain a.fleld, geological structure, or trap which
may be located within both Federal and State owned 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 lunds within three miles of the seaward boundary of any coastal State,
whether or not such lease is fssued 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 determine, on the basis of
geologlical or other information, the proper rate of payments to be deposited in
the treasuries of the Federal Government and such coastal State.”,

OUTER CONTINENTAL S8HELF OIL AND GAS EXPLORATION

Sec. 200. Section 11 of the Quter Continental Shelf Lands Act (43 U.8.C. 1340)
is nmended to read as follows :

“SEC. 11, OUTER CONTINENTAL SHELF OIL AND GAs ExPLORATION.—(a) (1) Any
agency of the United States, and any person whom the Secretary by permit or
regulntion may authorize, may conduct geological and geophysical explorations in
the outer Continental Shelf, which do not interfere with or endanger actual op-
erntions pursuant to any lease issued or maintained pursuant to this Act, and
which are not unduly harmful to the mnarine environment.

“(2) The provisions of paragraph (1) of this subgection shall not apply to any
person conducting explorations pursuant to an approved exploration plan on any
aren under lease to such person pursuant to the provisions of this Act.

*(b) Beginning ninety days after the date of enactment of this subsection, no
exploration pursuant to any oil and gas lease issued or maintained under this
Act may be undertnken by the holder of such lease, except in accordance with
the provisions of this section.

“(c¢) (1) 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
lense 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-
siong 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, as submitted or modified, withing thirty days of its submission, except that
if the Secretary determines that (A} any proposed activity under such plan wonld
resnlt in any condition which would permit him to suspend such activity pursu-
ant to regulations prescribed under section 5(a) (1) of this Act, and (B) such
broposed netivity eannot be modified to avold 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 be undertaken ;
:'(B) a deseription of equipment to be used for such activities;
“( C) the general location of each well to be drilled ; and

‘ ‘(})) sfuch other information deemed pertinent by the Secretary.

*(3) The Secretary may, by regulation, require that snch plan he accompanied
by a general statement of development and production intentions which shall
be“ror plunning purposes only and which shall not be 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 drilling any well in
accordance with such plan. )
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“(e) (1) It a revision of an exploration plan upproved under this subsection
is submitted to the Secretary, the process to be used for the approval of such
revision shall be the same as set forth in subsection (¢) of this section.

“(2) All exploration activities pursuant to any lease shall be conducted in
nlccordance 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 (¢) 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 complinnce.

“(g) At least once in each frontier area, the Secretary shall seek 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 Continentul Shelf, which the Secretary, upon the basis of information
available to him and advice of the Geological Survey of the Department of the w
Interior, regards as having the greatest likelihood of containing significant oil
and gas accumulations.”,

ANNUAL REPORT

Skc. 207, (a) Section 13 of the Outer Continentat Shelf Lands Act (43 U.S.S.
1344) is amended to read as follows:

“SEC. 15. ANNUAL REePORT BY SECRETARY TO CoNGRESs—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 expended ;

“(B) a detajled accounting of all exploration, exploratory drilling,
leasing, development, and production activities;

“(C) a summary of management, supervision, and enforcement
activities;

(1)) alist of all shut-inand flaring wells; and

“(B) recommendationg to the Congress (i) for improvements in man-
agement, safety, and amount of production from leasing and operations
in the outer Contlnentul Shelf, and (ii) for resolution of jurisdictional
confiicts or nmbig\mies

“(2) \ report, pr(;wred after consultation with the Attorney General,

with reu»mluendutionq for promoting competition in the leusln" of outer
(‘ontlu(»nta'l Shelt lan(lb which shall include any recommendations or find-
ings by the Attnrne\ (,en«rul and any plans for implementing recommended
administrative changes and drafts of any proposed 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 applieable, the
reasons why a particular bidding system has not been utilized ;

“(B) an evaluation of alternative bidding systems not permitted
under section 8 of this Act, and why such system or systems should or
should not be utilized;

“(C) an evaluation of the effectiveness of restrictions on joint biGading
in promoting competition and, If applicable, any suggested administra-
tive or legislative action on Joint hidding;

“(D) an evaluation of present measurer and u description of any
additional measures to encoursge entry of new competitors; and

*(F) an evaluation of present mensures and a description of addi-
tional measures to increase the supply of oil and gag to independent
refiners and distributors,

NEW BECTIONR OF THE OUTER CONTINENTAL SHELF LANDS ACT

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

“SEc. 18, Ourer CONTINENTAL SHELF LEASING P'koGRAM.—(n) The Secretary.
pursuant to procedures set forth in subsection (¢), shall prepare and periodically
revise, and maintain an ol and gas leasing program to hmplement the findings,
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purposes, and policies of this Act. The leasing program shall indicate as pre-
cisely as possible the size, timing, and location of leasing activity which will pest
neet national energy needs for the five-year period following its approval or
reapproval, Such léasing program shall be prepared and maintained in a manner
conyistent with the following principles :

“(1) Management of the outer Continental Shelf shall he conducted in a
manner which considers all of the economic, social, and environmental values
of the retiowable and nonrenewable resources contained in the outer Con-
tinental Shelf, and the potential imvyact 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 und gas among the ofl- and gas-bearing physiographic regions c¢f the
outer Continental Shelf shall be based on a consideration of-—

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

“(B) an equitable sharing of developmental benefits and environ-
mental risks among the various regions; ‘

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

“(D) the location of such regions with respect to other uses of the
sen and senbed, including fisheries, Intraconstal navigation, existing or

proposed sealanes, 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 (16 U.8.C. 1451 et seq.) ;

“(IH) recommendations and advice given by any Regional Quter Con-
tinental Shelf Advisory Board established pursuant to this Act; and

“(1) whether the oil and gas producing industry has suffictent 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 practicuble, so a8 to obtain a proper balance between the
potential for environmental damage, the potential for the discovery of ofl
and gas, and the potential for adverse impact on the coastal zone.

“(4) Leasing activitiex shall be conducted to assure receipt of fair market
value for the ol and gas owned by the Federal Government.

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

“(1) obtain resource information and any other information needed to
prepare the leasing program required by this section:

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

“(3) conduct envirommental 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 1969 (42
U.8.C. 4332(2) (C) ) ; and

“(4) supervise operations conducted pursuant to each lease in the manner
necessary to assure due diligence in the exploration and development of tha
lense area and compliance with the requirements of applicable law and regu-
Intions, and with the terms of the lease.

“(¢) (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 Reglster, a proposed leasing program.

“(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 such program upon competition, and any State, local government, Regional
Outer Continental Shelf Advisory Board, or other person may submit comments
and recommendations ns to any aspect of the program,

“(3) At least sixty days prior to approving a proposed leasing program, the
Secretary shall submit it to the President and the Congress, together with any
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comments received. Such submission shall 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 bas been approved by the Secretary, or after
June 30, 1977, whichever first occurs, no lease shall be issued unless it is for an
area included in the approved leasing program and unless it containg provisions
congistent with the approved leasing program, except that leasing shall be per-
mitted to continue until such program fs approved and for so long thereafter
as such program iy under judicial or administrative review pursuant to the
provisions of this Act.

*(d) The Secretary shall review the leasing progrant approved under this sec-
tion at least once each year, and he may revise and reapprove such program, at
any tine, in the saime manner ag originally developed.

“(e) The Secretary shall, by regulation, establish procedures for—

*(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 by State and local governments which may be impacted by
the pioposed leasing ;

*(4) perfodic consultation with State and loeal governments, oil and gas
lessees and permittees, 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

*“(8) coordination of the program with the management program being
developed by any State for approval pursuant to section 305 of the Coastal
Zone Management Act of 1972 and to assure consistency with the management
program of any State which has been approved pursuant to section 308 of
such Act.

Such procedures shall be applicabie to any revision or reapproval of the leasing
program,

“(f) The Secretary may obtain from public sources, or purchase from private
sources, any survey, duta, report, or other information (including interpretations
of such #ata, survey, report, or other information) which may be necessary to
ussist 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 period of time as is provicded for
in this Act, established by regulation, or agreed to by the parties.

“(g) The leads of all Federal departments and agencles 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
capubilities und resources of such Federal departments and agencies by appro-
priate agreement.

“Skc. 10. REGoNAL OUuTek CONTINENTAL SHELF 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 Chajrman of the Council
on Environmental Quality, the Commandant of the Coast Guard, the Adminis-
trator of the Environmental Protection Agency, and the Administrator of the
Ocenpational Safety and Health Administration shall be entitled to participate
us observers in the deliberations of any Board established pursuant to sub-
section (a) of this section.

“(¢) Each Board established pursuant to subsection (a) shall advise the
Secretary on all matters relating to outer Continenial Shelf ol 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 25 of this Act, implementation of baseline and monitoring studies, and
the preparation of environmental impact statements prepared in the course of
the implementation of the provisions of this Act.

“(d) If any Regional Advisory Boarg or the Governor of any affected State—

“(1) makex specific recommendations to the Secretary regarding the size,
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 such 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 thiy subsection, a determination of overriding national interest shall be based
on the desirability of obtaining ofl 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 Governcrs or Regional Advisory Boards conflict:
with each other, the Secretary shall, accept such recommendations which he finds
to be the most consistent with the national interest. If the Secretary finds that
he cannot accept recommendations made pursuaut to this subsection, he shall
communicate, in writing, to such Governor or such Board the reasons for
rejection of such recommendations.

“Sgc. 20. BAsSrLINE AND MoniTomiNG 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 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 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 purpese 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 identity the
causes of such changes.

“(¢) The Secretary of Commerce shall, by regulation, establish procedures for
carrying out his duties under this section, and shall plan and carry out such
dutiex 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
respensibilities 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) As 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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“8rc. 21, SarerY REouLarions.—(a) (1) Safety regulations which apply to the
construction and operation of any fixed structure and artificial island on the
outer Continental Shelf shall be promulgated and periodically revised, Such
regulations shall be developed by the Secretary and—

“(A) the Administrator of the Environmental Protection Agency or the
Secretary of Commerce, or both, for the protection of the marine and coastal
environments;

“(B) the Secretary of the Army or the Secretary of the Department in
which the Coast Guard is 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 Coast Guard is operating, or both, for occupational safety and health.

*(2) In promulgating regulations under this section, the Secretary shall re-
quire, on all new drilling and production operations and, wherever practicable,
on exising operations, the use of the best available and safest techuology,
economicaily achievable, wherever fallure 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 techniques for operations with respect
to the outer Continental Shelf, including the subjects 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 Congresy, the Secretary, and the Necretary
of the Department in which the Const Guard is operating.

“(¢) (1) Within one year after the date of enactment of thix section, the
applicable Federul officirls, 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 may Incorporate outer
Continental Shelf orders) which: shall apply to operations 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 be retained shall oe
promulgated pursuant to the provisions of this section, but shall remain in eftect
until so promulgated. No safety regulation (other than a field 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 ot Labor sghall promulgate interim regulations or standards pursuant to the
Occupational Safety and Health Act of 1870 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 final
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 establish 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 be revised and updated
annually.

“Stc.y22. ENFoRCEMENT.—(a) The Secretary and the Secrétary 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 be regularly inspected for purposes of enforcing applicable
regulations.

“(b) All holders of leases-and permits under this Act shall—

“(1) be respongible jointly with any employer or subcontractor for the
maintenance of occupational safety and health, environmental protection.
and other =afeguards, in accordance with regulations intended to protect
persons, property, and the environment on the outer Continental Shelf pur-
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suant 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 documents and records which
are pertinent to occupational or public health,. sefety, 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, pro-
mulgate regulations applicable to the outer Continental Shelf to provide for
representatives of the Federal Governinent to undertake—

“(1) physical observation, at least twice each year, of all installations,
fixed or mobile, including rigs, platforms, diving boats, and apparatus;

“(2) the testing of all safety equipment designed tu prevent or ameliorate
occ('lupatlonul hazards, blowouts, fires, spillages, or other major accidents;
an

#(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 oceurring 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 purposes of this subsectlon, a major oil spillage is any spillage in
one instance of more than two hundred barrels of oll 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 any such investigation,

“(2) The Secretary of Labor shall make an investigation and public report
on any death or serious Injury occurring as 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 cooperate “ ith such Secretary
in the course of any such investigation.

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

“(e) The Secretary, the Secretury of Labor, or the Secretary of the Depart-
ment in which the Coast Guard is operating shall consider any allegation from
any person of the existence of a violntion 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 alleged violation exists
and, if 8o, what sction has heen or will be taken.

*(f) 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, papers, documents, and any other evidence. Attendance of witnesses or
the production of books, pupers, documents, or any other evidence shall be com-
pelled 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 anmal report to Congress required by section 15 of this Act the number
of violations of safety regulations alleged by any person, the investigations under-
tnken, the results of such investigations, the number of proven violations of
sufety regulations (whether through such allegation and investigation, or in
auy other manner), the names of the violators, and the action taken with respect
to such violators.

“(h) Subject to judicial review, whenever the Secretary findg, after notice and
a hearing, that the owner or operator of any lease—

#(1) has, by a repeated course of conduct, failed to comply with safety
regulations promulgated under section 21 of this Aet, and such failures have
resulted in a clear and present danger to occupational or public health,
sufety, or the environment; or
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“(2) has established an overall pattern of failing to comply, without law-
ful justification, with regulations which are to amsure the maximum, efficient,
and sufe development of such lease or lenxes ;

the Necretary shall cuncel any such lease or leases which are the subject matter
of, such violations.

“8re. 23, CiTizeN Suits, COURT JURISDICTION, AND JUDICIAL ReviEw.—(a) (1)
Except as provided in thix section, any person having an interest. which is or
can be adversely affected may commence a civil action on hix own behalf—

“(A) ugainst any person, including the United Stutes, and any other
government instrumentality or agency for any alleged violation of any provi-
sion of this Act or any regulution promulgated under thix Act, or of the terms
of any permit or lease jvsued by the Secretary under this Act; and

“(B) ugainst any Federal official referred to in section 21(a) (1) of this
Act where there is alleged a failure of such official to per!orm any act or
duty under this Act which is not discretionary.

*(2) No action may be commenced—-

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

“(1) prior to sixty dayx after the plaintiff has given notice of the
alleged violation, in writing under oath, to the appropriate Federal
official and to any nlleged violator ; and

“(i1) If such official or the Attorney General hax commenced and is
diligently prosecuiing 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) (1) (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 thix section, the appropriate Fed-
eral officlal or the Attorney General, if not a party, may intervene as a matter
of right.

“(4) A court, In Issuing any final order in any action brought pursuant to sub-
section (a) (1) or subsection (c¢) of thix 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 temporary restraining
order or preliminary injunction ix 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
sectica shall 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, in-
cluding relief against the appropriute Federal official.

“(b) Except 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 operation conducted on the outer Continental
Shelf which involves exploration, development, or production of the natural re-
sources 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-
tion of a leuse or permit under thix Act. I’roceedings with respect to any such
case or controversy may be instituted in the judiclal district in which any de-
fendant. resides or may be found, or in the judicial district of the State nearest
the place where the cause of action arose.

“(e) (1) Any action of the Secretary to approve a leusing 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 Secretury to approve, require modification of, or disap-
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 appeals
for u circuit in which an affected State is located.

“{38) The judicisl review specified in paragraphs (1) and (2) of this sub-
section shall be available only to a person who (A) participated in the admin-
istrative proceedingx related to the actions specified in such paragraphs, (B) is
adversely affected or nggrieved by such action, (C) files a petition for review
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of the Secretury's action within sixty days after the date of such action, and
(D) prowmptly 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
he subject to review pursuant to the provisions of this subsection, and shaill be
specifically excluded from citizen suits which are permitted pursuant to subsec-
tion (a). « .

"(é) )The Secretary shall flle 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, Specitic objections to the action of the Secretary shall Le considered by the
court only if such objections have been submitted to the Secretary during the
adminlstrative 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 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) Upon the filing of the record with the court, pursuant to pauragraph (5),
the jurisdiction of the court shall be exclusive und its judgment shall be final,
except that such judgunent 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 greater im-
portance, any action under this section shall take precedence on the docket over
all other cauges of uction and shall be set for hearing at the earliest practical
date and expedited in every way.

“SEC. 24. REMEDIES AND 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 nction in the district court of the United States for the district in which the
nffected operation is located for a temporary restraining order, injunction, or
other approprinte remedy to enforce uny 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-
Intion 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
linble 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 operating, as applicable, may assess,
collect, nud compromise any such penalty, No penalty shall be assessed until the
person churged with a violation has been given an opportunity for a hearing.

“(¢) Any person who knowingly and willtully (1) violates any provision of
this Act, or any regulation or order issued under the authority of this Act de-
signed to protect occupational or public health, safety, or the environment or
conserve nuatural resources, (2) makes any false statement, representation, or
certifiecntion in any applicntion, record, report, or other document filed or re-
quired to be maintained under this Act, (3) falsifies, tampers with, or renders
innccurnte any monitoring device or method of recorq required to be maintained
under this Act, or (4) reveals any data or information required to be kept confi-
dentinl by this Act, shall upen convietion, be punisheq by a fine of not more than
$100,000, or by fmprisonment. for not more than ten years, or both, Each day that
n violation under clnuse (1) of this sudsection continues, or ench day that any
monitoring device or data recorded remains inoperative or inaccurate because of
up_\l' ti'i:ti\'it_v deseribed in clanse (3) of this subsection, shall constitute a separate
violation, .

Whenever a corporation or otker entity is subject to prosecution under sub-
section (c) of this section, any oficer or agent of such corporation or entity who
knowingly and willfully authorized, ordered, or carried out the proscribed ac-
tivity shall be subject to the same fines or imprisonment, or both, as provided
for under subgection (¢) of this section,

“(e) The remedies and penalties prescribed in this section shall be concurrent
and cumulative and the exercise of one shall not preclude the exercise of the
others. Further, the remedies and penalties preseribed in this seetion shall be in
llddilﬂ(;;l to any other remedies and penalties afforded hy any other law or
regulation.
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“Src, 28. O1L AND GA8s DEVELOPMENT AND PROvUCTION.~—(2) (1) Prior to de-
velopment and production pursuant to an ofl and gas lease issued under this
Act after the date of enactment of this section, or pursuant to an ofl and gas
lease issued under this Act and outstanding on the date of enactment of this
section, with respect to which development &nd production has not yet com-
menced, the lessee shall submit & 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 than those on the outer Continental Shelf, proposed by the
lessee and known by him (whether or not owned or operated by such lessee)
which wiil be constructed or utilized in the development or production of oil or
gay from the lease area, including the location and site of such facilities and
operations, the land, labor, material, and energy requirements associated with
such facilities and operations, and all environmental and safety safeguards to he
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 anc statement, shali (A) submit
such plan and statement to the Governor of any affected State and to any appro-
priate Regional Outer Continentul Shelf Advisory Board established pursuant
to section 19 of this Act, and .(B) make such plan and statement available to
any other appropriate interstate regional entity, the execntive of any affected
local government area, and the public.

“(b) After the date of enactment of this section, no oil and gas lease may be
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 specific work to be performed ;

“(2) a description of all offshore facllities and operations proposed by
the lessee or known by him (whether or not owned or operated by such
lessee) to be directly related to the proposed 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 operations;

“(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

“(8) 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 1969 (42 U.8.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 such
lease) is a major Federal action.

“(2) The Secretary shall at least once, prior to major development in any
structure, area, or reglon of the Outer Continental Shelf where there has been
no previous development of oil and natural gas, declare development and produc-
tion pursuant to a lease or set of leases to be a major Federal actlon.

“(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 1969 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 he A
major Federal action, the Governor of any affected State, any appropriate Re-
gional Outer Continental Shelf Advisory Board. and the executive of any afrected
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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) (1) After reviewing the record of any public hearing held with respect
to a plan pursuant to the National Environmental Policy Act of 1969 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 1869 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, gor 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 huinan, 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 308 of the Coastal Zone Management
Act of 1072 (16 U.S.C. 1453), 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) it the
pian is not and cannpot 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 (168 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 leuse area, 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 ig 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 lease may, after notice to such owner of such fallure 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 gpproved plan,
including required modifications or revisions, shall not entitle a lessee to any
compensation.

“Sec, 26. OuTeER CONTINENTAL SHELF OIL AND GAS INFORMATION PROGRAM.—
{(n) (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 {ue 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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“(B) If an interpretation provided pursuant to subparsgraph (A) of this
paragraph ix made in good frith by the lessee or permittee, such lessee or
permittee shall not be held responsible for any consequence of the use of or
reliance upon such interpretation.

“(C) Wheuever any data is provided to the Secretary, pursuant to subpara-
graph (A) of this paragraph—

“(i) by a lessee, in the form and manner of processiug which is utilized
by such lessee in the normal conduct of his business, the Secretary shall
pay the reasonable cost of reproducing such data ; and

"(ii) by n lessce, in such other form and manner of processing as the
Secretary miay request, or by a permittee, the Secretary shall pay the
reasonable cost of processing and reproducing such data,

pursuant te such regulations as he may prescribe.

“(2) Each Federal agency shall provide the Secretary with any data obtained
by such Federnl agency conducting exploration pursuant 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 thix Act,

“(b) (1) Information provided to the Secretary pursuant to subsection (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 Secretary pur-
suant to subsection (n) of this section is processed, analyzed. and interpreted,
thic Secretary shall make available to the affected States o 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 ofl and gax reserves in arens Jeased or to be leased, (B) the size and timing
of development it and when oil or gas, or both, Is found, () the location of
pipelines, and (1) the general location and nature of onshore facilities.

“{¢) The Secretary shall prescribe regulationx to (1) assure that the con-
fiedentinlity of privileged Information recelved by the Secretary under this sec-
tion will be maintained, and (2) set forth the time perfods and conditions which
shall be applicable to the release of such information. Such regulations shall in-
clude a proviston that no such information will be transmitted to any affected
State or any Reglonal Advisory Board unless the lessee, or the permitee and all
persons to whom such permittee has sold such Information under promise of
confidentinlity, ngree to such transmittal. :

“(d) (1) The Secretary shall transmit to any affected State und any appro-
priste Regional Advisory Bonrd—

“LA) it copy of all relevant netual or proposed programs, plans, reports, en-
virommentanl impact statements, tract nominatjons (including negative nomi-
nationg) and other lease sale information, any similar type of relevant in-
formation, and all modifientions nud revisions thereof and comments thereon,
prepared or obtained by the Secretary pursuant to this Act;

“{B) any relevanut fnformation prepared by the Secretary pursuant to sub-
section (b) of thix section; and

“(Q) any relevant information received by the Secretary pursuant to sub-
section (a) of this section, subject to any applicable requirements as to con-
fidentinlity which are set forth in regulations prescribed under subsection
{¢) of this section,

“(2) Notwithstanding any other provision of this section, the Governor of any
affected State may designate an approprinte State official to Inspect, at a re-
gional loeation which the Secretary shall designate, any privileged information
receividl by the Secretary regarding any activity adjaeent to such State, except
thut no guch inspection shall take place prior to the sale of a lease covering the
ared In which such activity was conducted. Knowledge obtained by such State
during such inspection shall be gubject to applieable requirements ag to confiden-
tlallity which are set forth in regulations prescribed under subsection (¢) of this
section,

“(e) Any provision of State or local law which provides for public access to
finy privileged Information received or obtained by any person pursuant to this
Act Is expressly preempted by the provigions of this section, to the extent that it
applies to such infornmation,

() It the Seeretary finds that any State cannot or does not comply with the
regulations issued under subsection (e) of thig section, ke ghall thereatter with-
hold transmittal of privileged (nformation to such State until he finds that such
State ean and will comply with auch reguiations.
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“(g) The regulations prescribed pursuant to subsection (c) of this section, and
the provisions of subsection 552(b) (D) of title 5, United States Code, shall not
apply to any information obtained in the conduct of geological or geophysical ex-
plorations by any Federal agency (or any person acting under a service contract
with such agency), pursuant to section 11 of this Act.

“8xc, 27, FEpERAL PURCHASE AND Disros1TioN 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 lecase or permit {ssued or maintuined In accordance with
this 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 ofl and gas produced pursuant to a lease or periit
issued in accordance with this Act, at the regulated price, or, if no regulated
price applies, at the fair market vulue 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 ofl or gas may be
transferred, upon request, by the Secretary to the Secretary of Defeuse, 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 Conti-
nental Shelf pursuant to any lease issued after the date of enactment of this
subsection, the Secretuary, pursuunt 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 and 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 thun its falr 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 Administrution, the Secretary determines that small refiners do not have
acceess to adequate suppliex of oil at equitable prices, the Secretary may dispose
of any oll which is taken as a royalty or net profit shure occurring or reserved to
the United States pursuant to any lease issued or maintnined under this Act,
or pirchased by the United States pursuant to subsection (&) (2) of this sec-
tion, by conducting a lottery for the sale of such ofl, or may equitably allocate
such 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, und the terms thereof, at least thirty days in
advance of such sale. Such notics shall include qualifieations for participation,
the amount of oil to be sold, and uny lmitation in the amount of oit which any
participant may he entitled to purchase,

*(3) Whenever a provision of law s in effect which provides for the manda-
tory allocution of such oll in amounts or at prices determined by such provision,
or regulations issued In accordance with such provision, the Secretary may only
sell such ofl in accordance with such provision of law or regulations.

*fe) (1) Except as provided In paragraph (2) of this subsection, upon the
commencement of production of gas pursuant to any lense issued after the date
of ennctment 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 itx reguliated price, or, if no regulated price applies, not less than its fair
wmarket value any part of the gas (A) obtained by the United States pursuant to
i lease us royalty or net profit share, or (B) purchased by the United States
pursuant to subseetion (a) (2) of this section.

*{2) Whenever, after consultation with and advice from the Administrator
of the Federal Energy Administration and the Chalrman of the Federnl Power
Commission, the KRecretary determines that an emergency shortaga of natural
gax Ix threatening to cause severe economie or socinl dislocation in any region
of the United States and that such region can be serviced in a practical, feasible,
und efficient mapner by royalty, net profit share, or purchased gax obtained pur-
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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
any person servicing such region, but he shall not sell any such gas for more than
jts regulated price, or, if no regulated price appliey, less than its fair market
value, I’rior to allocating any gas pursuant to this paragraph, the Secretary shall
consult with the Federal Power Commission.

“(d) The lessee shall take any Federal oll or gay for which no acceptable bidx
are received, as determined by the Secretary, and which is not transferred pur-
stuant to subsection (a) (3) of this section, and shall puy 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
oll or gas produced pursuant to the bidding system authorized in subparagraphs
(G) and (H) of section 8(n) (1) of this Act ix sold back to the lessee or lessees,
cach party shall be eligible to purchase 2 pro rata share acconding to its per
centum interest.

“(e) Asxused in this section—

“(1) the term ‘regulated price’ means the highest price—

“(A) at which Federal ofl may be sold pursuant to the Emergency
Petroleum Allocation Act of 1973 and any rule or order issued under
such Act;

“(B) nt which natural gas may be sold to natural-gas companies pur-
suunt 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 solkl under any other
provision of law or rule or order thereunder which sets a price (or
manner for determining a price) for oil or gas produced pursuant to u
lense or permit issued in accordance with this Act; and

*(2) the term 'small refiner’ weans an owner of an existing refinery or
refineries, including refineries not in operation, who qualifies ag a small
business concern under the rules of the Small Business Administration and
who is unable to purchase in the open market an adequate supply of crude
oil to meet the needs of his existing refinery capacities,

“(f) 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
section 12(1) of this Act,

“Ske. 28, LIMITATIONS o8 Exrort.—(n) Except as provided in subsection (d),
any ofl or gas produced from the outer Continental Shelf shall be subject {o the
requirements and provisions of the Export Administration Act of 1969 (50 App.
U.5.C. 2401 et sey.).

“(h) Before any oil or gas subject to this section may be exported under the
requirements and provisions of the Export Administration Act of 1968, 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
aceord with the provisions of the Export Administrution Act of 1969,

*(¢) The Prestdent shall submit reports to the Congress containing findings
made under thix section, and after the date of receipt of such report Congress
shall have u period of sixty culendar days, thirty days of which Congress must
have been in session, to consider whether exports under the terms of this section
are in the untional Interest, ¥ the Congress within such time period pussex a
concurrent resolution of disapproval stating disagreement with the President’s
finding concerning the national nterest, further exports made pursuant to such
Presidential findings shall cease.

“(d) The provisions of this section shall not apply to any ofl or gas which Is
either exchanged in similur quantity for convenience or incrensed efficiency of
transportation with persons or the government of a foreign state, or which ix
temporuarily exported for convenience or incrensed efficiency of transportation
neross parts of 'an adjacent foreign state and reenters the United States.”.

TI'I'LE HI—OFFSHORE OIL SPILL POLLUTION FUND

DEFINITIONS

Skc. 301, Ax used in this title, unlexs the coatext Indicutes otherwise, the
term—
(1) “cleanup costs” means all reasonable and actual costs, Including ad-
ministrative and other cogtg, 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 damages to the public heaith or welfare,
or to public property, including shorelines, beaches, and the natural resources
of the marine environment ;

(2) “damages” wmeans compensation sought pursuant to this title by any
person suffering any direct and sctual Injury proximately caused by the
discharge of oil from an offshore facility or vessel, except that such term
doey 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 ofl 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 transport oil produced
from the Outer Continental Shelf of the Un.ced States, and (B) is located
seaward of the high water mark, except that such term does not include &
vessel or a deepwater port ;

(5) "Fund” means the Offshore Oil Pollution Compensation Fund estab-
lished under section 302 (») of thiy title; .

(8) “owner” means (A) with respect to an offshore fuacility, 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 person who owned such facility
immediately prior to such abandonmeut, and (C) with respect to a vessel,
any person owning such vessel ;

(7) “operator” means (A) with respect to an offshore facility, any person
operating such facility, whether by lease, permit, contract, license, or other
form of agreement, and (B) with respect to a vessel, any person operating or
chartering by demise such vessel ;

(8) “person” means un individual, a publie or private corporation, part-
nership, or other association, or a government entity ;

(9) “person in charge” means the individual immediately responsible for
the operations of an offtshore 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 facilitiex or vessels, which cause or pose an
imminent threat of ofl pollution ; and

{13) “vessel” meuns every description of watercraft or other contrivance,
whether or not self-propelled, which ix used to transport oil directly from
an offshore facility,

ESTABLIBHMENT OF TIHE FUND AND THE REVOLVING ACCOUNT

Sro. 302, (n) There is established within the Departinent of Transportation an
Oftshore Oil Pollution Compensation Fund. The Fund may sue or be sued in its
OWN Nae,

(1) There is established in the Treasury of the United States a revolving uc-
count, without fiscal year limitation, which shall be available to the Fund to carry
ot the provisions of this title.

. PXOHIBITION

Src. 303, The discharge of oil from any offshore facility or vessel, in quantities
which the P'resident under section 311(b) of the Federal Water Pollution Con-
trol Act (33 U.S.C. 1321(h) ) determines to be harmful, is prohibited.

NOTIFICATION

8rc. 304. (1) Any person in charge of an offshore facility or vessel shall, as
soon ux he hag 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 person in charge of an offshore facility or vessel who fails to iramedi-
ately notify the Secretary, as required by subsection (a) of this section, shall,

170-512 0-176 -3



28

upon conviction, be fined not more than $10,000, or imprisoned for not wore than
nne year, or both, except that no person convicted under this section shall also be
convicted for the same failure to notity unde{ section 311(b) (5) of the Federal
Water Pollution Control Act,

(¢) Notitication received pursuant to this section or information obtained by
the exploitation of such notifieation shall not be used against any person pro-
viding such notitication in any criminal case, except a prosecution for perjury
or for giving a false statement.

REMOVAL OF DISCHARGED OIL

SEC. 305, (n) Whenever uny 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 sucih oil, unless he determines such removal will be
done properly and expeditiously by the owner or operator of such offshore facil-
ity or vessel.

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

(¢) Whenever the President acts to remove a discharge of oil pursuant to this
section, he is authorized to draw upon the money available in the revolving ac-
count. Such money shall be used to pay promptly for all cleanup costs incurred
h‘); (tﬁw ll’rczsldent in removing such oil or in minimizing damage caused by suchk
ofl discharge. '

DUTIES AND POWERS

nsﬁc' 308. (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 expeditious settle-
ment of clalmsy, in accordance with section 313 of this title;
. (ﬁ} |:;3\'ide public access to information, In accordance with section 319 (a)
of this e;

34) submit an annual report, in accordance with section 320 of this title;
an

(3) perform such other functions as are prescribed by law.

(b) In the performance of hig duties under this title, the Secretary is
authorized to—

(1) utilize, with the consent of the agency concerned, theé services or
personnel, on n reimbursable or replacement basis or otherwise, of any
Federal Government agency, of any State or local government agency, or of
any organlzation, to perform such functions on behalf of the Fund as are
necessary or appropriate ;

(2) muke, promulgate, issue, rescind, and amend such rules and regula-
tiong as may be necessary to carry out the purposes of this title;

(3) conduet such studies and investigations, obtain such duta and informa-
tion, and hold xuch meetings or public hearings as may be 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 confracts, agreements, and other arrnnhgements as are
deemed necessary or appropriate for the acquisition of material, information,
or other assistance related to, or required by, the implementation of this
tifle; and

(5) issue and enforce orders during proceedings conducted pursuant to
this title. inclnding issuing subpenas, administering oaths, compelling the
attendiunce and testimony of witnesses and the production of books, papers,
documents, and other evidence, and the taking of depositions.

RECOVERABLE. DAMAGES

Ske. 307. Dumages may be recovered under this title for—

(1) the value of any loss or injury, at the time such loss or injury is
fncurred, with respect to any real or personal property which is damaged
or dextroyed 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 is being restored, repaired, or replaced, and (C) any reduction in
the value of such property caused by such discharge ;

(3) any loss of incom~ 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 oll, if the claimant derives
at least 25 percentum 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 govermment In the restoration, repair, 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 period of not
to exceed one year due to injury to real or personal property resuiting from
a discharge of oil.

CLEANUP COBTS AND DAMAUES

Sec. 308. (1) All cleanup costs incurred by the President, the Secretary, or any
other Federai, State, or local official or agency, in connection with a discharge
of oil shall be borne by the owner and operator of the offshore facility or vessel
from which the discharge occurred.

(L) Notwithstanding any other provision of law and except as provided in
subsection (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 a 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 operator, or of the person in charge of such offshore
facility, or (2) such discharge was the result of a violation of applicable safety,
construction, or operating standurds or regulations, such owner and operator shall
be jointly and severally liable for the fnll 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 ofl from such vessel. Such liability shall not exceed $150 per gross
registered ton, 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 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 be imposed under subsection (b) or (¢) of this section
to the extent the owner or operator establishes that the discharge of oil or that
any dumages 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 oll, such owner or operator shall be subrogated, if such discharge
wias the result of the unseaworthiness of a vessel or the negligence of the owner,
operator, or person in charge of the vessel, to the rights of any person who is
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 llable,
pPursuant to this section, for cleanup costs and damages resulting from a discharge
of ofl, such owner or operator ghall be subrogated, if such discharge wax caused
by negligence on the part of the owner, operator, or person in charge of an offshore
facility, to the rights of any person who Is entitled to recover any damages
against such owner, operator, or person in charge.

(3) The provisions of this section shall not in any way affect or limit any
rights which an owner or operator of un offshore facllity or vessel, or the Fund,
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may have against any third purty whose acts may have caused or contributed to a

discharge of oil,
DISBURSEMENTS FROM THE REVOLVING ACCOUNT

Skc, 300, (n) Amounts in the revolving account shall be available for disburse-
ment and shall be disbursed by the Fund for only the following purposes:

(1) Administrative and personnel expenses 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 compensated pursuant to section 308 (b) or (c) of this title.

(b) 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 person responsible for such discharge. The Fund shall dili-
gently pursue recovery for any such subrogated rights.

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

(1) In all claims or actions by the Fund against the owner, nperator, or
person providing financial responsibility, the Fund shall recover except as other-
wige provided in this title, the amount of the Fund to the owner, operator, such
person 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 commerecial interest rate, from
the date upon which the request for reimbursement was issued from the Fund to
the owner, operator, or such person, to the date on which the Fund is paid by such
owner, operator, or person.

{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-
zutions 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 averuge 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, a1l for such purpose he may use as a public debt transaction the proceeds
from the sale of any securities issued under the Second Liberty Bond Act. The
nurposes 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 upou 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,

FEE. COLLECTION ; DEPOSBITE IN REVOLVING ACCOUNT

Sec. 310, (n) (1) The Secretary shall levy and colleet a fee of not to excesd 3
cents per barrel on oil obtained from the Outer Contifiental Shelf, which shall
be 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
subgection 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 be suspended. Therenfter.
the Secretary shall, from time to time and in accordance with the limitation set
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forth in the first sentence of paragraph (1) of this subsection, modify by regu-
Iation 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-
culativn of the balance in the revolving account,

(b) All sums received through fee coliection, reimbursements, fines, 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.

(e¢) All sums not needed for the purposes specified in this title shall be pru-
dently invested in income-producing securities issued by the United Stat¢s and
approved by the Secretary of the Treasury.

FINANCIAL RESPONSIBILITY

Skc. 311. (a) Each owser or operator of an offshore facility shail 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 responsibility 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 as 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 thig title and the tonnage of the
vessel. In cases where an owner or operator owns, operates, or charters more
than one such vessel, financial reponsibility 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 as a self-insurer, or (4) other evidence of finan-
cial respongibility satisfactory to the President.

(¢) 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.

Y () Any person who fails 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 thix title annually, by an
amount equal to the annual percentage increase in the wholesale price index.

(£) No owner or operator of an offshore facility or vessel who establishes and
maintaing evidence of financial responsibility in accordance with this section
shall be required under any State law, rule, or regulation to estublish any other
evidence of financinl responsibility in connection with liability for the discharge
of oil from such offshore facility or vessel. Evidence of compliance with the finan-
c¢ial responsibility requirement of this section shall be 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 off<hore facility or
vessel,

TRUSTEE OF NATURAL RESOURCES

Sec. 312. The Secretary, or the authorized representative of any State, shall
act on hehalf of the public as trustee of the natural resources to recover for
damages to such resources. Sums recovered shall be used to restore, rehabilitate,
or acquire the equivalent of such natural resources by the appropriate agencles
of the Federal Government, or the State government,

CLAIMS PROCEDURE

Skc. 313. (1) The Secretary shall preseribe, and may from time to time amend,
regulations for the filling, processing, settlement, and adjudication of clalng for
clernup costs and damages resulting from the discharge of oil from an offshore
facllity 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
vegsel of such allegation. Such owner or operator may, within five days after
receiving such notification, -deny such allegation, or deny lability for damages
for any of the reasons set forth in section 308 (d) of this title,

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

(e) (1) If a denial is not made pursuant to subsection (b) (1) of this section,
the owner and operator, or the person providing financial responsibility, shall
advertise, in accordance with regulations promulgated by the Secretary, in any
firen where damages may occur, the procedures under which claims may bhe
pregented to such owner and operator or such person providing finuncial 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 sdvertisement.

(2) It 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-
gented 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 the date of the notification and shall continue for a period
of no less than thirty days. Such advertisement shall be repeated thereafter in
such modified form as may be necessary, but not less frequently than once each
calendar quarter for a total period of five years.

(d) (1) Any claim presented to any person under subsection (e) (1) 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-
gsented 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 sedtion, all claims shall
be presented (A) to the owner and operator, or (B) to the person providing
fillanelal 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 ne the Secretary of receipt of
such claim.,

(f) The following clainis may be presenteé 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 been presented to any person pursuant to sub-
section (e) (1) of this section, if such person—
(A) has not accepted liahility 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 (¢) of this section,
whichever date is later.

(g) In the case of a claimn which has been pregsented {o any person under sub-
section (0) (1) of this section, and which may be presented to the Secretary
under subsection (£) (2) of this section, such person sha)l, within two days after
a request by tha claimant, transmit directly to the Secretary such claim and such
other supporting documments as the Secretary may by regulation prescribe, and
such claim shall be 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 udvance 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.

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

(1) Upon the petition of a claimant, in the case of a claim which has been
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 c¢laimant
within ninety days after the date on which (i) such claim was presented
to the Secretary, or (ii) advertixing was commenced pursuant to sub-
section () (2) of thix title, whichever date i8 later.

(2) Upon the petition of the owner and operator or the person providing
financinl responsibility, who is or may be liable for cleanup ¢osts and dam-
ages pursuant to section 308 of this title— -

(A) any denial made pursuant to subsection (b) (1) of this section;

(B) any objection to an exception to the limit of liability set forth
in section 308 (b) or (¢) of this title; and

(') the amount of any paywent or proposed payment by the Fund
which may be recovered from such owner and operator, or such person
pir«lwiding finuncial responsibility, pursuant to section 300(d) of this
title.

(J) (1) Upon 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 heuring examiner appointed under section 3105 of title 5, United States Code.
Such hearing examiner shall promptly adjudicate the ease and render a decision
in accordance with section 554 of title 5, United States Code.

(2) For purposes of any hearing conducted pursuant to this subsection, the
hearing examiner shall have the power to administer oaths and subpena the
attendance and testimony of witnesses and the production of books, records, and
other evidence relative or pertinent to the issues presented for determination.

(3) A hearing conducted under this subsection shall be conducted within the
United Stater judicial district within which the matter in dispute oceurred, or,
it such matter occurred within two or more districts, in any of the affected
districts or, if such matter in dispute occurred outside of any district, in the
nearest disgricet, .

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

JUDICIAL REVIEW

Skc, 314. (a) Auy 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
Uinited States court of appeals for the circuit in which the damage occurred, or,
it xuch damage oceurred outside of uny circuit, in the United States court of
appeals for the nearesc circult, or (B) in the United States Court of Appeals for
the District of Coinmbia,

(b) In any case in which the person responsible for the discharge, or the Fund,
seeks judlclal review, attorneys’ fees and court costs shall be awarded to the
claimant if the decision of the hearing examiner i afirmed.

CLABS ACTIONS

Src, 3135, (n) The Attorney General may act on behalf of any group of damaged
citizens which the Secretary determines would be more adequately represented
g # clags In the recovery of claims under this title. Sums recovered shall be dis-
fributed to the members of such group.
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(b) If. within ninety days after a discharge of oil in violation of section 303
of this title has occurred, the Attorney (General fails to act on behalf of a group
who may be entitled to compensation, any member of such group may maintain
a class action to recover such damages on behalf of such group. Failure of the
Attorney General to act in accordance with this subsection shall have no bear-
ing on any class action maintained in accordance with this subsection.

(¢) 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 Federa) Register and in local newspapers serving the areas in
which the damaged parties reside shall be deemed to fulfill the requirement for
public notice established by rule 23(e¢) (2) of the Federal Rules of Civil Proce-
dure,

REPRESENTATION

Skc. 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
appointed by the Secretary shall appear and represent the Fund.

JURISDICTION ANEL VENUE

Sec. 317. (1) 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.

(b) Venue si.sil 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 rexides, 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

Skc. 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 a8 shall be prescribed in such regulations.

(b) The Secretary shall have access to any books, 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 books, documents, papers,
records, and other information of uny person liable to contribute to the Fund,
and of the Fund.

PUBLIC ACCESS TO INFORMATION

Sec. 319. (a) Coples of any communication, document, report, or information
transmitted hetween any official of the Federal Government and any person con-
cerning liability und compensation for damages resulting from the discharge of
oil from an offshore facility or vessel shall be made available to the public for
inspection, and shall be available for the purpose of reproduction at a reasonable
cost, to the public upon identifiable request.

(b) Nothing contained in thix section shall be construed to require the release
of any information of the kind described In subsection (b) of section 552 of title
5, United States Code, or which ig otherwise protected hy law from disclosure
to the public,

ANNUAL REPORT -

Sec. 320. Within six months after the end of each fisenl year, the Secretary
shall submit to the President of the Senate and the Speaker of the House of Rep-
resentatives (1) a report on the administmtion of the Fund during such fiscal
year, (2) a summary of the management and enforcement activities of the Fund,
and (3) recommendations to the Congress for such additional legislative author-
ity ax may be necessary to improve the management of the Fund and the
administration of the Hability provisions of this title,

AUTHORIZATION OF APPROPRIATIONS

Skc. 321. (a) ‘There ix authorized to he appropriated for the administration
of thix title £10,000.000 for the fisea! year ending September 30, 1977, £3,000,000
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for the fiscal year ending September 30, 1978, and £5,000,000 for the fiscal year
ending September 30, 1979.

(b) There are aiso authorized to be appropriated to the Fund from time to
time such amounts ax may be necessiry to carry out the purposes of the appli-
cable provisions of thix title, including the entering into contracts pursuant to
section 308(b) (4) of this title, any disbursements of funds pursuant to
section 300(a) of thix 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 308(b) (4) of this title, to make disbursements
bursuant to section 308 (a) of this title, to issue notes or other obligations pur-
suant to section 308(e) of thix title, and to charge and collect fees pursuant to
section 310(a) of thix title shall be effective only to the extent provided, without
n;u,:;ll ym{ limitation, in appropriation Acts enacted after the date of enactment
of this title.

RELATIONSHIP TO OTHER LAW

s

Sec. 322. (a) Except as provided in section 311(1f) of this title, this title shall
hot be interpreted to preempt the fleld of liability or to preclude any State from
Imposing additional requirements or lability 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 person
who receives compensation for damages or cleanup costs pursuant to any other
State or Federal law shall be precluded from receiving compensation for the same
damages or cleanup costs under this title,

TITLE IV—AMENDMENTS TO THE COASTAI, ZONE MANAGEMENT
ACT OF 1972

AMENDMENTS TO THE COABTAL XONE MANAGEMENT ACT OF 1972

Sec. 401. The Coastal Zone Management Act of 1972, as amended (16 U.8.C.
1451 et seq.), is amended as follows :

(1) Section 304 of such Act (16 U.8.C. 1453) 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 hecessary by such exploration or development.

“(k) ‘Energy facilities’ means new facilities, or additions to existing
facilitieg— :

“(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
be 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 substantial numberx of people.
The term includes, but is not limited to (A) electric generating plants; (B)
petrolenm refineriex and associated facilities; (C) gasification plants; linuefied
natural gas storage, transfer, or conversion facilities; and uranium enrichment
or nuclear fuel processing facilities; (D) outer Contlnental_Shelt oil and gas
exploration, development, and production facilities, including piatforn:s, assembly
plants, storage depots, tank farms, crew and supply bases, refining cox_up!exes.
and any other installation or property that.is necessary for such expioration,
development, or production; (E) facilitiex for offshore loading and marine
transfer of petroleum ; (¥) pipelines and transmission facilities; and (G) termi-
nals which are associated with any of the foregoling.

“(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 roads,
parking, mass transit, water supply, waste collection and treatment, schoolg and
education, hospitals and health care, fire and police protection, recreation and
culture, other human services, and facilities related thereto, and such govern-
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mental services as are necessary to support any increase in population and
development.

“(m) ‘Local government’ means any political subxdivision of any coastal state
it «uch 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, transportation authority, and any other
special purpose district or authority.

“(n) ‘Net adverse Impacts’ means the consequences of 1 coastal energy activity
which are determined by the Secretary to be economically or ecologically costly
to a state's coastal zone when welghed 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(¢) of this title. Such impacts may
include, but are not limited to—

“(1) rapld and significant population changes or economic development
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 jacluding
those authorized by this title;

“(2) unavoldable loss of unique or unusually valuable ecological or recrea-
tional resources when such loss cannot be replaced or restored through its
ustial and reasonable means of generating state and local revenues, or
through availability of Federal funds including those suthorized by this title.

“(0) ‘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-
bletion systems; marine service and supply bases for rigs, drill ships, and
supply vessels; pipelines, pipelaying vessels and pipeline terminals, tanks
receiving oll or gas from the outer Continental Shelf for temporary storage;
vessel loading docks und 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 {n 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 oll 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
11.8.C. 1501-1524).”.

(2) Sections 308 through 315 of such Act (16 U.S.C. 1457 through 1464) are
redesignated as sections 310 through 317, respectively.

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

“COASTAL ENKRGY ACTIVITY IMPACT PROGRAM

“Skc. 308. (n) (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
fiseal year pursuant to paragraph (6) of this subsection the same ratio as the
number representing the average of the following 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 Federal Government in that
yenr bears to the total outer Continental Shelf acreage which is leased by the
l-e‘(‘leral 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 hy 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 H
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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 Is leased 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
froin 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 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 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
jn 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 portion 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 Continentai 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
laternl boundaries have been cleurly 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 anthorized by this subsection and shall, by regulations promulgated
in accordance with section 553 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 proportions 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, 1976, and ending September 30, 1976, shall
be included in the data from the fiscal year ending June 30, 1976.

“(4) Each coastal state receiving payments under thiz 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-

I teed under scction 309 of this title which were issued for projects or pro-

grams designed to provide revenues which are to be used to provide public
services and public facilities which are made necessary by outer Continental
Shelf energy activity ; except that, if the amount of such payments is insuffi-
cier:t 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 previde 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 annually if
such coastal stiate hag expended or committed funds in accordance with the pur-
poses authorized herein hy 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 this subsection which—

“(A) is not expended by such state before the close of the fiscal 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 paragraph (4) of this subsection.

“(6) For purposes of this submection, there are hereby authorized to be
appropriated funds not to exceed $50,000,000 for the fiscal year ending September
30, 1077 ; $50,000,000 for the fiscal year ending September 30, 1978 ; $75,000,000
for the fixcal year ending September 30, 1979; $100,000,000 for the‘ fiscnl year
ending September 30, 1980; and $125,000,000 for the fiscal year ending Septem-
ber 30, 1081,

4(7) It is the intent of Congress that each state receiving payments under
this subsection shall, to the maximum cxtent practicable, allocate all or a
portion of such payments to Jocal governments thercof and that such allocation
shall be on a hasis which is proportional to the extent to which lncal governments
réquire assistance for purposes ay provided in paragraph (4) of this subsection,
In addition, any coastal state may, for the purposes of carrying out the pro-
visfonx 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 of the Demonstration Cities and Metropolitan
Development Act of 1086, (I2) any regional agency, or (C) any intlerstate
agency. No provision in this subseciion shall relieve any state of the responsi-
bility for insuring that any funds allocated to any local government or other
agency shall be applied in furtherance of the purposes of this subsection.

“(b) (1) The Secretary may make grants to any coastal state if he determines
that such stute’s constal zone ix being; or ix likely to be, impacted by the location
construction, expansion, or operation of energy facilities in, or which significantly
affect its coustal zone. Such grants shall be for the purpose of enabling such
constal state to study and plan for the economlic, social, and environmental
vongequences which are resulting or are likely to result in its coastial zone from
such energy freilities. 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 coustal ztate if he is satisfied, pur-
suant to regulsations 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
hmpacts resulting from coastal energy actj vity.

“{¢) 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 Statex Code, establish requirements for grant
eligibility under subsection (b) of thix section. Such regulations shall—

(1) Include appropriate criteria for determining the amount « £ a grant
and the general range of studying and planning activities for which grants
will be provided under subsection (b) (1) of this sectlon;

“(2) specify the meung and criterin by which the Secretary shall deter-
mine whether a state’s coastal zone hag, or will suffer, net adverse impacts;

*(3) Iinclude criteria for caleulating the amount of 2 grant under sub.
section (b) (2) of this sectjon, which criteria shall include considerntion of—

"(A) offsetting henefits to the state’s coastal zone or a political sub-
division thereof, including but not limited to, increased revenues:
“{B) the state's overall offorix 1o reduce or amellorate net adverse
impacts, including bt not limited to, the state’s effort to insure that
persong whote coastal energy activity is directly responsible for net
adverse impacts in the state’s constal xone are required, to the maxhmum
extent practicable, to reduce or ameliorate such net adverse impacts:
“((?) the state’s cousideration of alternative sitex for the coastal
energy netivity which would minimize net ndverse Impacts: and
“(D) the availability of Federal funds pursuanf to other statutes,
regulations, and progeams, and under subsmction (a) of this section,
which may be nsed in whole or i part to reduce or ameliorate net
adverse impacts of coastal energy activity:
In developing regulations under this section, the Secretary shall consult with the
approprinte Federal agencies, which upon request, shall assist the Secretary in
the formulation of the regulations under this subsection on a honrelmblursable
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basis; with representatives of appropriate state and local governments; with
commercial, industrial, and environmental organiz s ; with public and private
groups; and with any other appropriate organizations and persons with knowl-
edge or concerns regarding adverse impacts and benefits that may affect the
coastal zone,

“(d) All funds appropriated to carry out the purposes of subsection (b) of
this section shall be deposited in a fund which: shall be known as the Coastal
snergy Activity Impact Fund, The fund shall be administered and used by the
Secretary sy a 1evolving fund for carrying out such purposes. General expenses
of administering this section may be charged to the fund. Moneys in the fund
ny be deposited In Interest-bearing accounts or invested in bonds or other
mt;ligutions which are guaranteed as to principal and interest to the United
States,

"(e) There are hereby authorized to he appropriated to the Coastal Energy
Activity Impact Fund such sums not to exceed $125,000,000 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.

“(f) It is the intent of Congress that each state receiving any grant under
paragraph (1) or (2) of subsection (¢) of this section shall, to the maximum
extent practicable, allocate all or a portion of such grant to any local government
thereot which has suffered or may suffer net adverse impacts resulting from
constal energy activitien and such allocation shall be 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 thix
section, with the approval of the Secretary, allocate all or & portion of any grant
received to (1) any sreawide 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
sectiest shali relieve a state of the responsibility for insuring that any funds
80 allocated to any local government or any other agency shall be applied in
furtherance of the purposes of such subscection.

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

“(1) Iz receiving a program development grant under section 305 of this
title, or is making satisfactory progress, ag determined by the Secretary
toward the development of a coastal zone management program, or hag such
a program approved pursuant to section 306 of this title ; and

*(2) hax demonstrated to the satisfaction of, and has provided adequate
assurances to, the Secretary that the proceeds of any such payment or grant
will be used in a manner consistent with the coastal zone management pro-
gram being developed by it, or with its approved program, consistent with
the goals and objectives of this title.

“STATE AND LOCAL GOVERNMENT BONE GUARANTEERS

“Ske. 309, (n) The Secretary is antherized, in accordance with such rules as
he shall preseribe, to make commitments to guarantee and to guarantee the pay-
ment of interest on and the principal balance nf bondg or other evidences of
indehtedness issued by a coagtal ktate or unit of general purpose local government
for the purposes gpecified in subkection (b) of this seetion,

“'(h) A bond or other evidenece of indebtedness may be guaranteed under this
section only If it s 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
publie services and publie facllities which are made necessary by outer Con-
tinental Shelf energy activities,

“(e¢) Bonds or other evidences of indebtedness guaranteed under this section
shall be guaranteed on such terms and conditiazz ae the Secretary shall pre-
scribe, except that—

“(1) no guarantee shall be mede unless the Seeretary determines that
the issuer of the evidence of indebtedness would not ba able to borrow suM-
clent revenues on reasonable terms and 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 aggrexate prineipal amount of the obligations which may be
guaranteed under this section on behalf of a coastal state or a unit of gen-
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eral purpose local government and outstanding at any onie time may not
exceed $20,000,000;

*(4) the aggregate principal amount of all the obligations which may he
guaranteed under this section and outstanding at any one time may not ex-
ceed $£200,000,000; . .

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

“(A) be Issued only to investors approved by, or meeting requirements
prescribed by, the Secretary, or, if an offering to the public ig contem-
plated, be underwritten upon terms tnd conditions approved by the
Secretary ;

“(B) bear interest at n rate satisfactory to the Secretary;

“(C) contain or be subject to repayment, maturity, and other provi-
siong satisfactory to the Secretary ; and

*(D) contain or be subject to provisions with respect to the protection
of the security interest of the United States ;

“(6) the approval of the Secretary of the Treasury shall be required with
respect to any guarantee made under this section, except that the Secretury
of the Treasury may waive this requirement with respect to the issuing of
any such obligation when he determines that such issuing does not have a
significant impact on the market for Federal Government and Federal Gov-
ernment-guaranteed securities ;

“(7) the Secretary determines that there is reasonable assurance that the
fssuer of the evidence of indebtedness will be 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, 1981,

“(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 proposed terms and conditions under which bonds and other
evidences of indebtedness will be guaranteed under this section. For at least
thirty days following such publication, the Secretary shall receive, and give
consideration, to comments from the public concerning such terms and conditions.
Following this period, the Secretary shall publish in the Federal Register a
final list of the conditions under which bonds and other evidences of indebted-
ness will be guaranteec 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
recelve, and give consideration to. comments from the public for at least thirty
days following such publication. Following this period, the Secretary shall pub-
lish in the Federal Register the finnl 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 Statex is pledged to the payment
of all guarantees made under this section with respect to principal, interest,
and any redemption premiums. Any such guarantee made by the Secretary shall
be conclusive evidence of the eligibility of the obligation involved for such guar-
antee, and the valldity 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 guar-
antees made under this section. This fee may not exceed the amount which the
Secretary estimatex to be necessary to cover the administrative costs of carry-
ing out this seciion. Fees collected under this cubgection shall he deposited in
the revolving fund established-under subsection (i).

‘(@) With respect to any abligation gunranteed under this section, the interest
payment pald on such obligation and recelved by the purchaser thereof (or his
sueeessor in Interest) shall be included In grosg income for the purpose of
chapter 1 of the Internnl Revenue Code of 1934,

“(h) (1) Payments required to be made as a result of any guarantee made
under this section shall be made by the Secretary from funds which may be
appropriated to the revolving fund established by subzection (i) or from funds
abtnined from the Secretary of the Treasury and deposited In such revolving
fund pursuant. to subsection (1) (2).

“(2) Tt there is a default by a coastal state or unit of general purpose local
government in any payment of principal or interest due nnder a bond or other
ovidence of indebtedness guaranteed by the Secretary under this section, any
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holder of such bond or other evidence of indebtedness may demand payment by
the Secretary of the unpaid interest on and the unpald principal of such obliga-
tion as they become due, The Secretary, after investigating the facts presented by
the holder, shall pay to the holder the amount which s due him, unless 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 payment under this pnragraph, the United States shall have a right
of reimbursement against the constal state or unit of general purpose local gov-
ernment for which the payment was made for the amount of such payment plus
interest at the prevalling 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 this title, the Secretary shall, in lieu of paying
such coastal state or unit of genceral purpose locul government such revenue, de-
posit such revenue in the revolving fund established under snbsection (1) until
the right. of reimbursement has been satisfied.

*“(3) The Attorney General shall, upon request of the Secretary, take such
action as may be approprinte to enforce any right accruing to the United States
as n result of the fssuance of any guarantee under this section. Any sum re-
covered pursuant to thix paragraph shall be paid into the revolving fund estab.
lished by subsection (i).

“(1) (1) The Secretary shall establish a revolving fund to provide for the
timely puyment of any liability incurred as a result of guarantees made under
thix section, for the payment of costs of administering this section, and for the
pryment. of obligations jssned to the Secretary of the Treasury under para-
graph (2) of this subsection. This revolving fund shall be comprised of—

*(.\) receipts from fees collected under this section;
“(B) recoveries under security, subrogation, nnd other rights;
“(C) reimbursements, interest income, and any other receipts obtained in
connection with gunrantees made under this section ; .
(D) proceeds of the obligations issued to the Secretary of the Treasury
pursunnt to paragraph (2) of this subsection; and
“(E) such sums as may be eppropriated to carry out the provisinng of
this section.
Funds in the revolving fund not currently needed for the purpose of this section
shall be kept on deposit or invested {n obligations of the United States or guaran-
teed thereby or in obligations, participations, or other instruments which are
lawful investments for fiduciary, trust, or public funds. .

*(2) ‘The Secretary may, for the purpose of carrying out the functions of this
section, issue obligations to the Secretary of the Treasury only to such extent or |
fin sueh nmonnts ax may be provided in appropriation Acts. The obligations tssued
under this paragraph shull have such maturities and bear such rate or rates of
interest ag shall be determined by the Secretary of the Treasury. The Secretary
of the Treasury shall purchase any obligation so issued, and for that purpose he
is authorized to use ns a public debt teansaction the proceeds from the sale of any
securlty Issued nnder the Second Liberty Bond Act, and the purposes for which
securitiex may be issned under that Aet are extended to Include purchases of
the obligations hereunder. Proceeds obtained by the Secretary from the issnance
of obligations under thix paragraph shall be deposited in the revolving fund
established in paragraph (1).

*(3) ‘There are nuthorized to be appropriated to the revolving fund such sums
us may be necessary to enrry out the provisions of this section,

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

“(J1 No bond or other evidence of indebtedness shall ke guaranteed under this
section unless the issuer of the evidence of indebtedness and the person holding
the note with respect to such evidence of indebtedness permit the General Ae-
counting Office to audit, under rales prescribed by the Comptroller General of
the United States, all financial transactions of xuch ssuer and holder which relate
to such evidence of indebteduness, 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 insofur as any such record pertaing to financial
tru::szmtiuus relating to the evidence of indebtedness guaranteed under this
section,

*(k) For purposes of thix section, the term ‘unit of general purpose locul gov-
erimment” shall mean any city, county, town, township, parish, village, or other
general purpose political subdivision of a coastal state, If such general purpose
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political sulklivision possesses taxing powers and has responsibility for providing
public facilities or public services to the community, as determined by the
Secretary,

*(1) Notwithstunding any other provision of this section, the authority 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,”,
TITLE V—MISCELLANEOUS PROVISIONS

REVIEW 0F SHUT-IN OR FLARING WELLS

Skc. 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
all shut-in oil and gas wells and wells flaring natural gus on leases issued under
the Outer Continental Shelf Landg 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.

(b) Within six months after receipt of the Secretary's report, 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.

REVIEW AND REVISION OF ROYALTY PAYMENTS

Src. H02. 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 Interfor shall
submit a report or reports to the Congress describing the extent, during the two-
year period preceding such report, 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 GAS DISTRIBUTION

Sec. 508. The Federal Power Commission shall, pursuant to its authority under
section 7 of the Natural Gas Act, permit any natural gas distributing company
which engages, 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.

RELATIONSHIP TO EXISTING LAW

Src. 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 1972, the National Enviconmental Policy Act of 1969,
the Mining and Mineral Policy Act of 1970, or any other Act.

Amend the titleso asto 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 Lands Act, and for other purposes.

I. Sumrary or Key Provisions or H.R. 6218

A.I1.R. 6218 and the Secretary of the Interior

HL.R. 6218 vests new responsibility in the Secretary of the Interior,
designed to provide for rational management of the oil and gas re-
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sources of the Quter 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 Jocation 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 regarc{ 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 eflicient 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 exceed that
limitation.

Other R‘x"ovisions 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

T0-312 0 =76 = ¢
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over a reasonable period of time. Cancellation or termination is also

rmitted, and sometimes required, for failure to comply with law,
ease terms, or applicable regulations. o

To allow oversight by the Congress, the Secretary of the Interior 1s
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 i;ill amends Section 15 of the Act to require this an-
nual report 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,
slafety, amount of production, and resolution of jurisdictional
disputes.

n 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 heen 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.

B. H.R. 6218 and the Energy 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 QCS Lands Act, but includes
the original language of Section 11, which allowed geological and
geophysical explorations to be conducted by any 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
purstant to a lease, permit, or rcgulation, conduct exploration itself,
or contract out for exploration to v done Uy private industry prior to
a lease sale. New language has been added that would require the
Secretary, at least once in every frontier area, to seek qualified appli-
cn]nts 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 plan 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 the 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 cther 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. IH.R. 6218 and the States

A maiior 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 stutes 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 Federa] 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 éecretary unless he deter-
mines that they are not consistent with national security or the over-
riding national interest. In addition, under the new section 25,
modifications 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 thie Secretary to all data obtained from their offshore activities, and
must provide copies of any specific data and interpretation as the
Seeretary may requive. After the Secretary has obtained, processed,
analyzed and interpreted this data, he shall make available to af-
fected States n 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, inclnding 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 FLR. 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 of bonds, the study of,
planring 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 recreationa{ 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 leasin
of tracts within three miles of the seaward boundary of any coasta
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. H.R.6218 and 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 and 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
iiltemst, and all direct expenditures made after the date of issuance of
the lease. ’

E. H.R. 6218 and the Worker

The new section 21 of the Act lprovidesr, for new safety and environ-
mental regulations to be promulgated within one year of enactment
of the 1976 Act. Regulations should require on all new drilling and
production operations, and when practicable, on existing operations,
the best available and safest technology economicaily 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 Lubor 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 unsannounced in-
spections are mandated, as well as investigations of death, serious in-
juries, major fires, and oil spills.

F. ILR. 6218 and the Citizen

Through 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. b

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

itle 11T 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 spihs 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 linhle 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. Purroses oF THE LEGISLATION

H.R. 6218 will amend the Outer Continental Shelf Lands Act of
1953 to provide a new statutory regime for the management of the oil
and natural gas resources of the OQuter Continental Shelf.

The United States is becoming increasingly dependent on foreign
sources of oil. This dependence must be reduced. When the Select
Committee began its work a year ngo, the United States was import-
ing approximately 35 percent of the oil it consumed. Since then the
level of our impoits has steadily risen, and the Nation is now obtain<
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 pur 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 cur 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 lmbnlxtg
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 lie 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



49

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 arcas,
modern statutory guidelines are essential. H.R. 6218 provides for
studies, reports, and a 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-
pacton 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 intrastructure—new hous-
ing, schools, roads, and expanded municipal services—in areas that
ure suddenly impacted. H.R. 6218 authorizes an impact fund as a
statutery vehicle for providing these necessary forms of assistance.

III. BACKGROUND !

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 T'ruman Proclamation and early Federal-State Conflict

On September 28, 1945, President Harry S. Truman issued a Proc-
lamation on the Continental Shelf 2 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 contmf” 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
(600 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.?

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

i For a more detailed discussion of the issues covered in this section, see “Effects of Off-
shore Oll and Natural Gas De\'elogment on the Coastal Zone", a study prepared pursuant
to the request of Honorable John M. Mucphy, Chairman, for the use of the Ad Hoc Select
Committee on Outer Continental 8helf by the Library of Congress, Congressional Research
Service (Washington, D.C. : U.8. Government Printing Ofice, 1976), 396 pp.

3 Executive Order 9833, Federal Regfater 12304 (1943) ; 59 Stat. 883,

33 U.N. Doc. A/Cont. 13/L.33, T.1.A.8. 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.* Similar decisions were made in Louisiana and Texas cases in
1950.% 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, 1963

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 Jeagues (approximately 1014 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 1955 (OCSLA)"

This legislation defines the OCS as all lands lying scaward and out-
side of state waters (three miles) “and of which the subsoil and sea-
bed (belonf) 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 0CS
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 hoth 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 anthority 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 modernization, 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 Cuter Continental
Shelf Lands Act since 1953.> However, & number of statutes have been

4 Inited States v. California, 332 U.8. 10 (1947).
(1‘9 gg)“od Btates v. Loxisiana, 3390 U.8, 899 (1850) ; Unfted Kiates v. Texcs, 839‘0.8. 707

s P.1,. 31, 93d Cong., 15t Session. 87 Stat. 20, 43 U.8.C, 1301 e¢ seq.

1P.L. 212, 834 Cong.. 1st Regslon. 67 Stat. 462, 43 U.8.C. 1331 et seq.

s See generally, 30 CFR 250.1 ¢t seq ; 43 CFR 2883.0 ¢t seq., and 3300.0 et 2¢9.
the state tabr Apolleatie to OCE Mt ivities to be sontibnally upasied. Bee 43U,

o ca activities to ontinu . See .

amended (1078 ggpp.). ¢ y upda e 43

4

1 uired
8.

8, r
C. 1333, as
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p}tlzssed 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 the fish re-
sources under U.S, jurisdiction. .

Geneva Conventions of 1958 '—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 Sa]fety Act of 1968.*—Establishes requjre-
ments for the placing of pipelines.

National Environmental Policy Act of 1969.*—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 Act of 1970.*—Requires employers,
including those engaged in OCS development activities, to provide a
safe working environment for all employees.

Federal Water Pollution Control Amendments of 1972.3%—Limits
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 1972.'—Provides federal assist-
ance to coastal states to enable them to develop and administer their
own coastal management programs.

Deepwater Port Act of 1974.**—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 Quter 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 have responsibilities in OCS resource development.

Department of the Interior—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 aud for as long thereafter
as further activity is approved or production occusz. 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 QCSLA.

——

10 Act of August 8, 1956, 70 Stat. 1119, ax amended, 16 U.S.C. 742(a) et scg.

3 Convention with Territorial Sea and the Contiguous Zone, U.N. Doc. A/Cont, 13/L.52,
3‘;!1..\.8. 5639 ; Convention on the Continental Shelt, U.N. Doc. A/Conf. 13/L.55, T.I.A.S.
(811 .

12 P 1, 90481, 82 Stat. 720, 48 U.8.C.'1071 et seq.

13 P 1, 01-190, 83 Stat. 854, 42 U.8.C. 4321 et seq.

Py, 01396, 84 Stat. 1590. 20 U.8.C. 831 ef seq.

* 1+ 1, 52-500, 86 Stat. 816, 33 U.S.C. 1251 et seq.

18Py, 02-522, 86 Stat. 1028-1046, 16 U.8.C. 1361, 1362, 1371-84, 1401-T,
1 P, 80-545, as added P.I, 92-583, 86 Stat, 1281, 10 U.S.C. 1451 ef aeq.
3 DL, 93-627, 88 Stat. 2146, 32 U.S.C. 1501 et acq.
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BLM, ﬂa) receives nominations and selects tracts to be included in a
leaso sale; (b) prepares an environmental impact statement for cach
sale; (c) makes an cconomic, 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) frants rights of way for
pigclincs to transport oil and gas from OCS leases to shore. L

he U.S. Geological Survey (USGS) has the primary responsibil-
ity within the Department for oversecing the development of a tract
once it has been leased. USGS, (a) through jts area supervisors and in
consultation with the petroleum industry, 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-
Jogical exploration permits; (d) approves post-lease exploration and
development plans, including the issuing of permits for both explora-
tory and development drilling; () approves pipelines as part of field
development; and (f) collects royalties (which are deposited in the
gencraY treasury).

Finally, the U:S. 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
Admiistration (NOAA), within the Commerce Department, has
several relevant OCS-related responsibilities.

The Coastal Zone Management Act of 1972 authorizes the Secre-
tary of Commerce to provide grants-in-aid to coastal states to en-
courage the establishment of management programs for uses of land
and water in constal areas, and to require consistency of federal pro-
grams with approved state plans.

The Marine Protection, Research and Sanctnaries Act of 1972
nuthorizes the Secretary of Commerce, after consultation with the
heads of other interested agencies and the approval of the President,
to designate nreas extending seaward as 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 marine resonrces and reviews draft and final
environmental impact statements. Its responsibilities for commercial
fisheries necessitates a deep interest in the impact of OCS operations.

The National Ocecan 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-
eation to QCS 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 lovels of pollutants. EPA’s air pollution
co(n}tm!s could have a major impact on onshore facilities such as
refineries.
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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 are 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 waters over or immediately adjacent to the
OCS; and (¢) coordinating the National Qil and Hazardous Sub-
stance Pollution Contingency Plan.

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

T'he Department of Defense~The QCSLA. and the 1899 Rivers and
ITarbors Act charge the Secretary of the Army with responsibility for
preventing obstructions to navigation. The Corps of Engincers re-
(uires that a permit be obtained before an oil or gas structure may
be placed on the OCS.

he Dc{mrt'mcnt of Labor and the Depariment 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 establizhed to provide employees with a
safe working enviromment.

Federal Power Commission—The FPC has jurisdiction over com-
mon carrier pipelines. It has broad discretionary powers over the
approval, design, and ¢conomics of common carrier gas pipelines, and
it sets the )\'cll!ﬁcu(l price of OCS gus. It also issues certificates of pub-
lic convenience and necessity required for gas pipeline construction.

The Federal Maritime Commission—The Fe(icral 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 ndjacent to the U.S. Although most oil produced on
the OCS is brought asliore 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 suflicient to meet
demands. In energy shortages, %‘E:\ wiﬁ establish priority needs.
Among its functions is the development of a strategy for self-sufti-
ciency In energy supplies. Its Office of Energy Resource Development
18 responsible for energy facility siting, construction and licensing.

Steps Involred Inthe OCS Leasing Process

The time reqluired to reach initial production and peak production
of OCS oil and gas is dependent on a number of factors. The USGS
has estimated that the total time required after a lease sale to achieve
initial production would be in the range of -4 to 11 years and to attain
peak production would be in the range of 7 to 14 years.

The stuges leading up to an OCS lease sa{e, as outlined by the
USGS, are as follows:
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1. Request for Tract Nomina-
tion.~-By way of publication in
the Federal %egister, industry,
the States, and the general public
are asked to designate tracts in &
broad offshore region they think
ghould or should not be offered
for lease.

2. Selection of General Areas
for Inclusion in a Lease Sched-
ule—Information received in
tract nominations is used to make
a tentative selection of tracts to
be 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. Public Hearings.—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-

osed sale. Notice of the hearings
18 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.

TIME 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
90 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 3 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 days is
then provided during which all
comments can be received and
studied.



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
availabili%' 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 scld on the basis of a
cash bonus with a one-sixth fixed
royalty. The sale is publicl
opened with a reading of all
sealed bids. A fter the public read-
ing, 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 cngi-
neers prepare detailed estimates
of the value of each tract being
ronsidered 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
daysisinvolved between the lease
sale and an 1ssnance of a lease to
a successful bidder,
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9. 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- f'ears, 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.
regulaticns. The Federal govern-
ment reserves such rights as:
leasing of other minerals, rights-
of-way, the right to take royalty
in the amount or value of produc-
tion, and the right to extract
helium from all gas produced.

IV. Rt;:c!:m OCS DeveLOPMENTS IN THE UNITED STATES

The United States Outer Continental Shelf

The total area of the Quter 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 Guif 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 Lonisiana, Texas, Mississippi, Alabama, and Florida,
three other segments of the U.S. outer continental shelf comprise go-
called “frontier” areas where no previous federal il 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, Delaware and Maryland), the Southeast Georgia Embayment
from South Carolina to Florida, and the Blake Plateau off northern
Florida and Georgia.

0il and Gas 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 resuits
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, 1975: .

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

Demonstrated reserves Undiscovered recoverable resources
o . oo Gas liquids
Oil (billions  Gas (trillion  Oil (billions  Gas (trillion (dillions of
of barrels)  cubicfest)  of barrels)  cubic feet) barrels)
0.150 0.145 3 8-80 1.1
1.116 .463 -5 2-6 .1
2,262 35, U8 3 18-91 1.3
0-6 0-22 .3
3.528 35.9% 3-50 8-19 2.3
............................................. 26 107 e

Note: Undiscovered potential resources of oil, gas, and liquid gas have been estimated to range from 95 percent to 5
percent probability for aii aress.

Source: U.S, Depariment of the Interior. Geological Sluvv. The undiscovered potential resources estimates are for
::Im{ ares to a depth of 200 meters. Potential ol and gas from the continental slope and rise are not included in the
imates,

U.S. Oil and Gas 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 Quter Continental Shelf.

TABLE 2. OIL AND CONDENSATE
TOTAL OFFSHORE *‘STATE AND 'FEDERAL OCS"

(1n thousands of darrels)
Lovisiana Toxas
Percont Percont

Barrels State ocs Barrels State ocs

54, 803 ] 2

15, 926 21

25,7131 i 26

, 906 2] 'y

52,835 10 k]

57,381 7 4

2,193 51 49

., 122 1) 56

103,197 3 62

”%2........ ceananen 126, 801 2 n
963.....icrenane 49, 087 ¥ il 663 13 |
...... 173,709 2 n 578 » 1
96S... 199,293 27 3 557 ” 1
1966 243,000 n 1,248 2 n
1967, 284,033 3] n 3,400 16 [ 7]
1968 , 922 0 3,400 [ ] 91
1969, %S, 891 ] 2 3,109 1 ]
|1 74 T 3.3 )13 “u 3,046 ] "
|1 2.4 T 44,303 13 87 2,888 2 58
mn..... wossacncn 452,584 11 86 3,038 43 57
|1 2 T 429, 85 13 2 2,285 2 1
IO, iccearanae A 12 ] 1,969 26 M
Totl.....ececee. 4,497,360 3 n 2,212 kY (%]

Seurce: U.S. Geological Sutvey, June, 1975 Harris, Walter M., Piper, Sharon K., McFariane, Bruce E.. “‘Outer
Continontal Sheit Statistics." Y
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TABLE 3. GAS
TOTAL OFFSHORE "STATE'* AND ‘'FEDERAL OCS'’
{in millions of cublc festt
Lovisians Toxas
Percent Percent
Milions of WMikions of i
cubic fest State ocs cubic feet State ocs
I
. 7 U
3 ] 3 u0
3 8 6,330
» 61 6,880
49 E) 13,765
45 5% 24,000
n [ X] 24,000
k1] 7 30, %60
k) [ ] 13,760
23 n 41,290
20 ] 30, 960
A " 0, %60
26 " 27,520
U 16 9,259
66 127,473
3 154,631
2% " 240,212
19 31 284,
18 2 387,245
n (<] 156,772
15 ] 250,
14 » 254,338
7] /] 2,149,253 9 5]

Seurcs: U.S. Geological Survey, op. cit.

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 siscovere 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 lssues in U.S. Offshore Oil and Gas 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.

1 For a detalled discussion of the studies which have l¢d to this conclusion, see “Effects

‘(’:fh Oltuholre Ol and Natural Gas Development on the Coastal Zone,” op. cit., particularly
apter 1.
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This new technology, then, was a major ingredient in the Con-
gressional action of 1953, noted above. Between the passage of the
Outer Continental Shelf Lands Act and 1968, the Interior Depart-
ment conducted 23 OCS oil and gas lease sales. A total of 1,417 tracts
covering 6,411,626 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 the subject of some concern.

A major change occurred when an QCS dritling project in the Santa
Barbara Channel was the scene of a major blowout in January, 1969.
The resulting oil spill damage to the ecology of the Channel ralsed the
OCS issue to national attention.

The following chronology covers the period from the Santa Bar-

bara incident to the present. 1t highlights only selected, although ma-
jor, OCS events, .

Chronology of Selected Recent OC'S Events, 1969-76

January 28, 1969.—A blowout from offshore oil drilling in Santa
}I?_arbam Channel resulted in the largest oil spill in United States

1story.

February 6, 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 opevations, even if there was noyproof that the
companies were at fault.

February 19, 1969—The State of Californin announced that it
would sue the federal government, Union Oil Company, and three
other companies for $1.06 billion for damage caused by o1l leaks from
offshore wells.

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

June 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
f\tatement (EIS) required ander the National Environmental Policy

ct.

January 11, 1972.—Secretary of the Interior Rogers C. B. Morton
assureq 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 Sllel‘f’, if indeed, oil exists there. We
do not know if it does.”

10-5120-76-8
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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 coming summer.

March 27,1972.—Oflicials from Massachugetts, 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
ge}exol&gical investigations by the U.S. Geological Survey on the Atlantic
Shelf.

April 18, 1973 —President Nixon announced that the OCS leasing
rate wonld 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 18, 1973.—President Nixon directed the Council on Environ-
mental Quality to study the environmental 1mpact 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 physical 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 QCS leasing, from 1973 to the end of FY 1978,

September 19, 1973 —~The CEQ opened public hearings 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 sufticient
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~The 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 Seca 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, an
Cook Inlet.

March, 1974—The Sccretary 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 23-May 3. 1974.—The Senate Committee on Commerce held
hearings on OCS oil and gas development pursuant to S. Res. 222,
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May, 1974~The U.S. Geological Survey (USGS) released a final
environmental statement on proposed oil and gas development in the
Santa Barbara Channel.

May 1, 1974—The Department of the Interior promulgated OCS
Order #11 for development of certain tracts in the Gulf of 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.

August 6, 1974—The Senate Commerce Committee held hearings
in Boston on OCS oil and gas development.

- September 18, 1974 —' ‘&I)e Senate passed, on a 64-23 vote, S. 3221, a
}))igswhich provided for the orderly development of oil and gas on the

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 the (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.

Qctober 18, 1974.—~The Interior Department issued a draft environ-
mental impact statement on the proposed tén 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, 197} ~The Interior Department issued a revised OCS
lease schedule through 1978. The schedule included five areas in the
Atlantic, six offshore Alaska, and others in the Gulf of Mexico and
offshore California.

November 14, 197} —Interior Secretary Morton, who was also sery-
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 Quter Continental Shelf is the keystone to meeting the
Nation’s energy needs in the late 1970's and 1980’s.” .

December 11, 1974—1he 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 17,197 .—The Interior Department issued a call for nom-
inations and comments on a possible OCS sale of 20.6 million acres 1n
the southeastern part of the Bering Sea, off Alaska.

January-February, 1975.—~A. series of meetings and conferences
were held along the Kast Coast 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-

artment OCS decision-making, state and local access to more geo-
ogical 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, 1975.—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 ‘)er 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, 1975.~-Senator Ted Stevens of Alaska introduced S. 130,
a bill which would distribute a portion of OCS revenues to states.

February, 1975~The House Committee on Interior and Insular
Affairs, Subcommittee 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, 1975.—The Interior Department conducted OCS lease
sale #37 in South Texas. 626,585 acres were leased, and the total
amount of the high bids accepted by the Department was $274,690,956.

February, 1975.—The Interior Department extended, then later
withdrew, an invitation to bid on OCS tracts off the Ailantic 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. Uaine).

February 3, 1975~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 6, 1975—The 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

roposed 1.6 million acre California lease sale is released by the
nterior 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

8. v. Maine).

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

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

April 1975—The Interior Department proposed new regulations
defining policies, procedures and requirements for geological and
geophysical exploration of the OCS.

N0 17, 1975—The Supreme Court rules in the U.S. v. Maine,
et al, case that the United States federal government has the exclusive
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, 1975—The 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 Affairs
Committees. Congressman John 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 on various
aspects of OCS oil and gas development by the Congressional Research
Service of the Library of Congress, the Office of ‘L'echnology 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, 1976 ~1'he 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, 1976.—~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 3#38a
in the Central Gulf of Mexico. 336,301 acres off the consts of Texas
and Louisiana were leased with a high bid total of $163,214,008.

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 for and ameliorate the adverse effects of energy
activities in the coastal zone.

July 17, 1975~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 Select Committee held hearings in
Ocean City. New Jersey and Philadelphia, Pennsylvania.

July 30,1975 —~The Senate passed S. 521 on a 67-19 vote.

Avgust 1975.—The California state lezisalture 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 1978 or until the
state adopts a long-term coastal plan which is being developed by a
state commission.

August 2, 1975—The House Select Committee hezan a seven-day
schedule of puklic hearings and investigatory trips to California and
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 Santa 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
days of hearings in New London. Coonnecticut, and Boston on the im-
pact from potential exploration and development of the Georges Bank
area off New England.

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

Septemder 26, 1975—The House Select Committee held a publi¢
hearing in Ocean City, Maryland.

October 1975~The Interior Denartment 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 Alaskan frontier areas.

October 1. 1976.—The Interior Department estnblished an 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 all 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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pro%uoe 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, 1976—The Interior Department published final reg-
ulations providing for new procedures for state governmental partic-
ipation in OCS decisions, including a sixty-day review and comment
period on the lease development plan submitted by industry.

November 13, 1975~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, 1975—The United States District Court in Los An-
geles 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.

Decembder 10, 1975—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, 1975~The Interior Department held OCS lease sale
2£35. 310,049 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 3314 percent—double the
normal rate,

December 23, 1975 ~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
uncértainties and the need for &dditional 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.
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January 27, 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 arca.

February 1976.—A consortium of oil companies began a $9 million

rogram of stratigraphic testing in the Baltimore Canyon and Georges
ank areas off the Atlantic coast.

February 4, 1976.—By a 36-0 vote, the House Merchant Marine and
Fisheries Committee reported out favorably H.R. 3981 (I1. Rep. 94—
878). The bill, prepared by the Oceanograph]y 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 other coastal-relaied en-
cr;;y activitics. The comparable Senste legislation is S. 586.

ebruary 18, 1976 —Sccretary of the Interior Thomas S. Kleppe
announced the decision to move ahead with the northern Gulf of
Alaska OCS sale, but rediiced the area to be 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. ,

ebruary 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 19, 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 are being
considered for a possible OCS lease in Alaska’s lower Cook Inlet.

March 3, 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 4, 1976.—The House Select Committee began mark-up of
H.R. 6218.

Mareh 5, 1976.—The Interior Department announced the publica-
tion of the final Environmental Impact Statement on possible QCS
development. in the Santa Barbara Channel under existing law.

March 11, 1976—The Honse passed JL.R. 3981, the Coastal Zone
Mansgement Act. Amendments, by a 370-14 vote.

March 16, 1976.—The Interior Department announced that a list of
299 tracts had been tentatively selected for consideration in nronosed
OCS sale $#45. The tracts, totalling 1.8 million acres, are located in
the southeastern Bering Sea aren offshore Alaska.

March. 16, 1976.—~The Interior Department asked for industry nomi-
nations of tracts for 'irroposed OCS sale #47 in the Gulf of Mexico.

March 22, 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 Conferces.

March 23, 1976.—The House insisied on its amendments to S. 586
and appointed its Conferees.
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April 6, 1976—A request for an injunction to block the scheduled
OCS lease snle #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, 1976.—The House Sclect Committee completed mark-up on
HL.R. 6218 and favorably reported the bill for House consideration.

s April 13, 1976~The Interior Department conducted OCS leasc
sale #39 in which 81 of 189 tracts offered in the northern Gulf of
Alaska were sold for high bids totalling $571.8 million.

OCS Energy 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
roduction and the Arab ois embargo of 1973 had an cqually dramatic
impact. The potential oil and gas resources on the OCS could, to some
un ebermine(i’o extent, reduce the country’s dcﬁ)endencc on foreign
energy supplies and thus its economic vulnerability in relation to the
OPLC natious.

Both trains of thought—environmental protection and the aceelera-
tion of OCS oil and gas development—competed for primary ranking
in the list of natiomﬁ prioritics. President Nixon called for steppin
up the OCS lease sale schedule while, at the snme time, environmenta
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/staté re-
lations, the gencsis 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 benuses, rentals and
royalties went into the United States Treasury—not those of the af-
fected coastal states.**

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 U.S. 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 }mrtment. 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-

¥t To date, the Interior Department han collected $20.5 hillion In OCS bonuses, rentals
and royalties. This includes the -April, 1978 northern Gulf of Alaska sale.
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celerated schedule. None of these suits have yet resulted in the. re-
quested injunctions.

Despite this, three different trends have been manifested in recent
OCS Jease 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 twe
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({xigh at $2 billion, although only $417.3 million was finally
accepted.

Clpear]y, 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 benus 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 QCS 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.

2 The two remaining sales scheditled for this year are: (1) male No. 40, Mid-Atlantie
Mu:un.n :'nnd (2) sale No. 44, Gulf of Mexico, drainage (October). The projected 1877
schedul: luml;mtently being reviewed in the Department of the Interior and hag not yet
b”:l{.:l:ouui be noted that it is premature to determine whether these patterns will
persist, since there are a limited number of cases in the sample.

*
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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 tge 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 Jease sales, requirements that areas with
lease environmental hazard be leased first, and establishment of a
nntionﬁl 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. )

he Outer Continental Shelf Management Act of 1975 provides for:

a comprehensive five-year 'sasing program to be prepared
by the Secretary of the Interior showing the size, timing and
location of leasing activity ;

the separation of the exgloratory phase from the develop-
ment phase of activity on a leased urea; .

the preparation of a development and production plan
which 1s to be submitted to the Secretary and to coastal state
governors for review and comment ;

the Interior Department to contract for exporatory 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 214 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-
Intion 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 puyments, 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 grogram contained in H.R. 3981 has been incorporated
in H.R. 6?81 as Title IV (Sce Section-by-Section 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 Representatives: 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 comniittees 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 federnl 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 Quter 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 V.
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. HL.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 sct, 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-

11 New Rule X Clause 5(c). adupted Yanuary 8, 1973, allows the Speaker to refer a bill
aimultaneously to two or more Committees. Prior to the adoption of this rule, a bill or
resolution could not be divided for multiple Committee referral.
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tives 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.

‘hree 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 stafl 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 QCCS 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 datu 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, Lusiness 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 coast. The Committee toured the New Jersey
coustal 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 envirorimental 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, irr Yak-
utat and Cordova, Alaska respectively. Testimony was heard from
government officials, including the Governor of Alaska, and local citi-
zens and fishermen. On the morning of August 8, 1975, the Members
and stafl participated in a tour of an onshore gas processing facility
in Kenai. That afternoon, concluding hearings were held in Anchor-
age, Alaska. Prior to returning to Washington, D.C.. the Committee in-
?%)ected drilling operations on the North Slope of Alaska at Prudhoe

ay.

Hearings were then held in New England to consider expected OGS
activity in the Georges' Bank area: One day of hearings on Septem-
ber 12, 1975, was held in New London, Connecticut where numerous
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(39) witnesses testified, including the Governors of Connecticut and
Rhode 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 Research Service of the
Library of Congress on October 22, 1975, and by the American Asso-
ciation of Petrolenm'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
g{esented a summary and analysis consistent with differing drafts of

.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
Comnmittee.

JFinal mark-up sessions were held on April 6 and 7, 1976, and on
April 13,1976, and HL.R. 6218 was reported out of. Committee.

V. Nzep ror 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 (“OCS”) 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 Quter Continental Shelf
Lands Act, adopted in 1953. This Act provides for the jurisdiction
of the United States over the submerge({) lands of Outec 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
Jittle guidance 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 ﬁen 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 shar
contrast with the dramtic changes in economic conditions an
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 Quter 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.

&l’ﬁain in 1975, the Senate adopted an OCS Act, S. 521.

e 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 Cominit-
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-
rior 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
Shelf: Lands:Act of 1053,” Sénator. Jackson-stated: 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
ublic oil and gas resources on the OCS is outmoded and it
adly needs to ge 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
coasta] 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 OQuter 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 . . .
Reviston-of ‘the éutddted Act is essentidl . . .

10-812 0-76 -6
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The original legislation providing essentially an open-ended grant
of authority to the Secretary of the Interior to Eroceed with leasing
on the Quter Continental Shelf, was based on what was, in 1954, an
unproven technology, and 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 US
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’s’reliance on Outer Continental Shelf resources—given
conclusively demonstrated proof by the since-modified, but still ac-
celerated, plan to lease millions of acres in the next few vears—that
has spurred the move to reform OCS procedures and to provide new
protections,

" The Committee found that the prescnit 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 Qi] and Gas Operations”, prepared by a rroup
at the University of.Oklahoma, héaded by Professor Don E. Kash:

In the case of making and administering OCS policy, direct,
continuous participation has heen largely, limited to the

troleum industry 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 a:l-
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
gystem 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 taxpaysr.

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 alnost
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 when he told the Committee :

I think one thing at the outset is clear, and that is that our
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 ges 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 ky 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 recent 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 Cesignated 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 nwith 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 long overdue and still fall short of giving states
and local communities the involvement they should have:

H.R. 6218 answers this need. First, 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 regulutions require similar documents, the
do not provide the detail nor the opportunity for public review whic
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 Jocation 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
commesnt, 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 have 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 rely 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. Bardine, Commissioner of the New Jer-
sey Department of Environmental Protection, stated:

[The present system] is almost as bad as a legal system
without policemen, without judges, without courts, without
punishment. This is a giveaway program.

tItS:é'bam 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 Krogmm 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 tiie large pétro-
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leum companies, Their basic thesis 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 criticisin has led to suspicions and opposition, often expressed in
repeated law suits. It is the Committee’s intent, through new legisla-
tion, to alleviate these suspicions and aliow 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 capable 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 that offshore operations are less likely to place oil or gas in the
ocean than importing a like amount of petroleum in tankers, since the
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 QCS 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
zosystems too. But I just as firmly believe that we are a long
way from achieving the safegnards we must to insure that the
Alaska OCS experience is not a djsastrous gamble. Yet, the
safeguards are well within our reavi if we can but shake off
‘the hoary traditions of antique management decisions, if we
can but require more of technology, 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 an apt summary of the purposes of FLR. 6218, and
\c\;h%; th?3 Nation nelc(éﬁ tlllg chlnng(els included 1n HL.R. 6318 in the existing

uter Continental Shelf .oil and gas prograii in order to_ accoraplish.
these. objédtives: gus Pt P
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VI. SecrioN-BY-SecTION ANALYSIS
SHORT TITLE

This Act may be cited as the “Outer Continental Shelf Lands Act
Amendments of 1976,

TITLE I—FINDINGS AND PURPOSES

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 —Findings ,

As a result of its extensive hearings, the Committee set out in Sec-
tion 101 a number of findings about the current and future surpl 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 increasinf 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 impoits to meet domestic demand, but this ¢ependence
on imported oil zan 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 natianal 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 QCS 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 guvernment must also assume the responsibility for
minimizing or eliminating conflicts betweer. oil and gas develonment
on the shelf and other uses of the marine environment, such as fish and
shellfish harvesting and recreational activities.

Finally, the probiem of the.effccts 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.—Purposes ‘
The Outer Continental ‘Shelf Lands Act of 1953 has given broad
discretion to the federal government in exercisin%regu]atory authority
as to activities on the Quter Continental Shelf. New findings of Con-

and the problems described in those findings, indicate a need to
ormalize many of thése regulations in statutorg provisions and to
authorize and mandate the promulgation of additional regulations.
The purpose of the Quter 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 20 as
to better achieve national economic and energy policy goals. Qil 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 possii.ie; (2) provide
for a balance of development with protection cf the environment;
z 3) insure the public a fair and equitable return on the resources; and

4) preserve and maintain competition. ,

Through ncw 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 assistanca 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 previde procedures to minimize, and hope-
fully eliminate, conflicts which may occur between those seeking to
explore, develop and produce oil and natural gas ard 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
:‘he prompt removal of oil spilled or discharged, and for any resultant

amages.

Finnlly, 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-
s}e‘ss]t;lent of the total amount of oil and natural gas to be found on the
shelf.

TITLYE. II—AMENDMENTS TO TiHlE OUTER CONTINENTAL SHELY LANDS ACT

This Tit)e contains a series of amendments to the Onter Continental
Shelf Lands Act of 1953 (43 U.S.C. 133143) (“OCS Act").
Section 201.—Definitions

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
“lease”, 30 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 “coast-
al state”, derived from the Coastal Zone Management Act of 1972
(16 U.S.C. 1451 et seq.) ‘

The subsection also defines “affected state.”” Throughout the Outer
Continental Shelf Lands Act Amendments of 1976, states 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”, hus been defined. The term is not a general designation for all
actions and decisions. Rather, it is a specific descriptiton related to a
particuler 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 transshi ment; (4) which is designated by the Secretary of the
Interior as having n 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 o1l
spill or blowout. . .

S(Ye«;iﬁc definitions have been added for “mnarine environment” for
conditions affecting the marine ecosystem; for “coastal ennironment™
for conditions affecting the coastal zone ecosystem; and for “Auman
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 Actorin the 1976 Act. .
. Definitions have been included for “exploration™ to include geophys-
1cal surveys and drilling, including dril{ing of deliniation wells after
a discovery ; for “devslopment™ to include geophysical activity, drill-
ing, platform construction, and the operation of onshore support
facilities, after djscovery 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
definitions is to identify the point, after exploration and before devel-
opment, beyond which activity under a lease cannot proceed without an
approved development and production plan, as described in Section
25 of this Act. ’

A definition is included for “anti-trust low.* Specific findings, pur-
poees and policies are enumerated in the Act as 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 gecretary of the In-
terior to consult with the Attorney General in preparing portions of
his annual report dealing with the promotion of competition. Review,
comment, recommendations and reporting are to be based on evalua-



83

tions of aciivities 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 astion” 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) gc) ; 42 U.S.C. 4332(2) (¢) ).

Finally, subsection (b) also adds & new definition for “fair market
walue”. In order to provide a framework for the distribution of oil and
natural gas obtaiied as a royalty or net profit share, or purchased bly
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 Sccretary. This definition is similar to that for “market
price” in OCS royalty oil regulations, presently used in the sale of
such oil (30 CI'R 225a.2(i)).

Section 202.—National Policy )

Section 202 amends Section 3 of the QCS Act, originally a jurisdic-
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 QOuter 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 ar¢ undertaken in an 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 ave safe. In making decisions as to the
approval of explomtion, 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 é)m-
cautions to prevent or minimize blowouts, loss of well control, fires,
spills, interference with other users, and other possible damage.
Section 203 —Laws Applicable to the Quter Continental Shelf

Subsection (a) amends section 4(a) (1) of the OCS Act of 1953 by
changing the term “fixed structures” to “structures permanently or
temporarily attached to the seabed” and making other technical
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 explora-
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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-subrmersible drilling rigs, and other watercraft, when they are
connected to the seabed by drill-string, pipes, or other appurtences,
on. the OCS 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 Boundaries -

Subsection {b) amends section 4 (&) (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 OQuter éontinental
Shelf. With the exception of state taxation laws, and specific federal
lnws and regulations, the civil and criminal laws of such adjacent
states “as of the effective date of [the OCS Act]” were declared tobe a
law of the United States as'to activities on the Shelf. Because of the
words “us of the effective date of this Act”, any applicable civil and
criminal Jaw was to be, until recently, determined as of August 7, 1953.

The Deepwater Port Act, P.I. 93-627, 88 Stat. 2148, Section 19(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 ag that the state criminal law, us applicable,
should be those provisions in effest 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 as 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 linés 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 boundaries between states, but are rather only the base,
for federal application within Federal lands, for a determination of
applicable state law.

inally, the President is now to be required, within one year of the
date of enactment of the 1976 Act, to estublish procedures for the set-
tling of any outstanding internationsl boundary disputes concerning
the Outer Continental Shelf, including the determination-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 of 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 Regulation.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 H)rovided before, to mark for the protection
of navigation any artificial island or structure 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 Gluard 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 n Jight 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 Coast 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
te Department in which the Coast Guard is opersting 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 ngencies named in
Section 21 and section 22, ™

It is the intention of this Comniittee to provide that agencies which
have developed expertise within their ﬁelcis 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 hazayds, it is intended by the Committes
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 Secrotary 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 Guard, under the
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present OCS. Act. 1t 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 safaty 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 develoi)ed a program beﬁinning 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 tliat 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 compl
with Coast Guard regulations while traveling, but also comply mt?v:
regulations under this Act when in the drilling mode.

Section 204 —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 adm:aistration
of leasing on the OCS.

_ Subsection (a) of Section 5 is now to provide that léasing 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 arpllcable 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 goverhments
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 ard of an affected state in énforcing
safety, environmental and conservation iaws and regulations.

At each stage in the formulation and promulgution 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 nossible 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 Secretarly 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 con.,
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 germit or of
applicable regulations, no such extension shall be permitted.

Cancellation Provisions

The Secretary is also required to develo ulations for the can-
cellation of any lease or permit when continued activity would actu-
ally cause, not i‘ust threaten, serious harm or damage, and such harm
or damage would not decrease over a reasenable period of time. It was
the intention of the Committee that theé 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, he 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: 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 f the
1976 Act, as the lessee bid on a lease without riotice of the possibility
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.of a faultless cancellation. However, it was the inteiition of the Com-
mittee that issues concerning the right to, and the amount of com-
pensation, were more appropriately judicial-ones, rather than legi>la-
tive ones, and thus should not be specified within the OCS 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 in 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, J)oo ing 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 cairy 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 Beards, 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) ané (d) readopt into Section 5 former paragraphs
(bg(l) and (be (2), respectively.

ubsection (¢) provides for the cancellation c¢f any non-producing
lease for failure to comply with the Act, the lease térms, or applicable
regulations. The holder of such non-producing lease wh‘ic}‘l) 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 u cancellation can only occur affer a proceeding in the
;g{)g-;)pnate United States district court, as provided in Section

It is the intention of the Committee that unlike a cancellation for
environmental reasons, where the compensation is a quéstion for the
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" 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.

Rates.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.I.. 94-163, 89 Stat, 871, Section 108, 42 U.S.C. ’
6214, allows the President to require crude oil and mineral gas or
both to be {)roduced 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 1s 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 to produce oil or gas, or both, at rates consistent with any
such regulation. The Secretary is granted the discreiion, 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, X

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 18 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 205.—Revision of Bidding and Lease Administration

Section 205 amends section 8 of the OCS Lands Act by providing
new bidding oyi)tions 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 1214 percentum, or on the basis
of a royalty, at no less than 1215 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 80
parcentum; (3), a net profit share bid with a fixed cash bonus; (4),
a cash bonus bid with a fixed royalty with no less than 1215 .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 ﬁ)roﬁt, share, for a percentage
share of a lease area, and (6), a cash bonus bid with a fixed. 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 minimums, 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
1n a lease area, , :

One problem of the present front-end bonus system is the need for
a potential lessee to secure lirge 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 Ylmduction, whichever occurs first.

While there are uniform accounting procedures and standards to
determine profits for an.industry, or a company, in general, or from
a iarticular activity, what is exactly “net profits” 1s 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

days prior to a Jease sale involving a net profit share, establish
rules to.govern the calculation of net ‘profits. As the potential lessee
would know priox to entering his bid how 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 Yrdﬁts as between oil
- and: gas, costs are to be allocated proportionately to the value of the
.respective amounts of oil and gas produced,

Phillips Plan Provision

Subsection {2) provides for two percentage leasing systems, one
with a fixed net profit share and the other with a fixed or diminishing
royalty. This system, suggested to the Conymittee by the Phillips
Petroleum Company (and commonly called the “Phillips Plan™),
provides an opportunity for.s 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 resﬁgnsnble 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 al! the successful bidders on the percentage leasing system,
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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 1n a lease area and the terms of management of activi-
ties in that lease area. R

The Committee recognized three problems that might occur in utiliz-
ing the percentage leasing sistem. s bidding under the system goes to
the highest bidders for each one percentage share, the different suc-
cessful bidders could have paid different amounts for each one per-
centage share, Their inferests 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 ;}rice 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:s, 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-
¢ss. 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 Secretarg
of the Interior to provide fair return to the United States for its OC
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.

Purposes of Alternate Lease Systems

The purpose of allowing use-of all these new bidding options is to
«letermine 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.

70-512 0 - 16 -1
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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. )
ubsection (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-
viﬁing fair return to the federal government, increasing competition,
insuring safe uperations, avoiding undue speculation, avoiding un-
necessary delays in exploitation, discovering and developing resources
in an eflicient 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 selecter g0 as
to avoid the ibility of false bids beinjy submitted. Authorizing se-
lection of a bid in a random manncr; for statistical pur , 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 dpurposes, 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 areas, one of the new bidding systems. This provision is to
assure that the new leasing systems would be tried. There is a very
limited “escape hatch.” If In any year, the Secretary can demonstrate
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 doth
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 .wh.y 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 aptually leased, and to analyze the
cggaplhty of each bidding system to accomplish the standards for
bidding.

Joint Bidding Restrictions

.. While there is no provision in the OCS Act of 1953 as to limiiing
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. 94-163, 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 Quter Continental Shelf activities will be in frontier
areps. Moreover, the more risk in the lease area as to finding resources,
thzlower, rather than higher, the bid would be, and thusthe 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 an('l 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, however, 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 Jower barrel per day standard, by regulation.

Because percentage leasirig 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
mcrease 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.

Lease Size Limitation Lifted.

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 nossible administrative burdens
to both the government and potential lessees. Tdeally, structures or
geological trape 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 aress 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 thercafter as there is production or ag-
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 lessce was duly diligent, within the five-year period. On the
other hand, it was feared that providing for ten-year leases might dis-
couruge prompt exploration activities. Paragraph 2 of subsection
(b) provides that a lease is to be for five years, and may be extended
for gve additional years, if necessary to encourage exploration and
development in arcas 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 and 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
exploraticn, he will ordinarily receive an extension. If, however, he
is found to not be 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
rovide for payments of rentals. In addition, other provisions may
%e included in a lease prescribed by the Secretary at. the time.of offer-
ing the area for lease.

Anti-trust Review

Subsection (c) of the amended Section 8 is designed to insure that
the issnance or five-year extension of a lease is not anti-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,
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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, deteriine to be appro-

riate to insure free enterprise competition, The leasz can only be.
1ssued 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 Requirements

Subscction (d) requires that the Secretary of the Interior make
a finding that any lessce, about to be awarded a lease, or applying for
an extension of a lease, is complying with all the due- diligence re-
(Auirements on all leases currently in his-possession. Unless such &

nding 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 sugplqment those
subsections dealing with cancellation of a lease for failure to comply
with applicable regulations, such as those providing for rates of pro-
duction. No compan{ 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
apgroved 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 Jack of due diligence on other leases would be
in effect only so long as the company continues in violation of due
diligencz 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-
griate regulations, and appropriate lease terms, which describe due

iligence.
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. i

Subsection (f) provideés 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 1n 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 Jease so as to comply with state law, so lonF as thelsy
cannot r:asonably be said to be inconsistent with federal law. 1f
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 Jease procedure does not introduce arbitrary delays. 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
mcde 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 QCS, 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 asto be consistent. Regula-
tions.as to confidentiality, to be prepared pursuant to Section 26,
should m‘uire 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 federa] confidentialty provisions,
Individuals securing permits, or other authorization, to conduct pre-
lease studies would, through these regulations, be aware of this limited
exception to Fre-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-



97

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
&o;nod of time after production has commenced, the Secretary and the

vernor are nof 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 g,ppropriate district court.

Section 206.—Outer Continental Shelf Oil and Gas Exzploration

Section 206 amenss Section 11 of the OCS Act, providing for the
procedures for exploration of areas on the Quter 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 pro~ision grants it
clear authority to allow any type of exploration, before a lease sale or
after a Jease 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 Secreta
authorizes by permit or through regulation may conduct geological an
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 sucﬁ 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). However, the Sécretary 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) 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.
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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. H he
believes the plan, even 1f 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) (1) of the OCS Act.

After submission and approval of his plan, the lessee may request
revisions, which would then be subject to the same approval pro-
cedures as his original plan.

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 m?uireiﬁent does not go into effect
until ninety days after enactment of the 1976 Act, thus allowing pres-
ent lessees to continue operations, submit plans, and require approvals
without any delay in activity. In addition, under subsection 11(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-Lease Ezploratory Drilling

Subseection (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 purticipation 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 £9 million cost of drilling the Baltimore Canyon Trough-test
well. .

However, the Interior Department has followed a policy 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
offorts 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).
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By providing geological information about the-pro leage 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—pay-
ing largo cash sums in advance, with no assurance of recovery of cil
or y 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 207.—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 deecribe 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 imrmvementa in management, safety, amount of pro-
duction, and resolution of any jurisdictional 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 findin
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 effectiveiiess 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.

Secti;m 208.—New Sections of the Outer Continental Shelf Lands
ct

Section 208 adds eleven new sections to the Outer Continental Shelf
Lands Act.

Section 18 —Leaaing Programs

Section 18 estsblishes 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 o1l
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

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 mdicate
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the size, timing and location of leasing activities for each five-year
period following approval or later reaﬁ[;roval. ) )

Management of the program is to be balanced, considering all the
econormic, 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

.oharacteristics of such regions, the need to share developmental bene-
fits and risks damong the various regions, the location of 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 fiven 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; ;7 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 departmentsand agencies, any information necessary
for use in preparing and revising a program.

Selection and timing of leasing areas should, to the maximum ex-
tent poesible, 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.

Subseection 18(b) requires that the Secretary estimate and include
in the program the ap;;ropriutions 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
cogts d;:her 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-
posed leasing program to the Congress and to the Attorney General,
and is also to publish it in the Federal, Register. 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-
grees, can submit recommendations and comments as to any aspect of

the program.
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This submission for and receipt of 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 l.easm% 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-

m, the Secretary is to indicate why any specific recommendation

y the Attorney General, or a state or Jocal government, or a Regional

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. ) o

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 pro . 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 Aerals 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) 34) rovides that after the leasing program has
been approved by the gecretary, or after June 30, 1977, whichever
comes 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 realizéd 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 dease 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
leasing program is approved, leasing is to continue under that pro-
gram. IT the approved leasing program is under judicial challenge,
1t i8 up to the Court of Appeals for the District of Columbia as to
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-&
proved program until judicial review is completed.
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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. eI(-iIowever, there may be some years where little or no change-is
required.

ubsection 18(&:1) requires the Secretary to establish procedures for
receipt and consideration of nomination for areas to be 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 (incluging 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 Quter Continental Shelf Advisory Boards
Section 19 anthorizes 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. P
Presently, the Secretary of the Interior, rather than the Governors,
‘has established certain regional advisory boards, consisting of repre-
“sentatives 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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g}ilohaA Outer Continental Shel(f Advisory Boards authoiized 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 o

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,
within 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 communicate, 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 stould 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 Eolicies of this 1976 Act, he was forced to reject & 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.

he Committee did. not believe -that any state should have a veto
wer over OCS oil and gas activities. The Committee fully expects,
owever, 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 Secrotary, insofar as they are not inconsistent
with thé balanced approach to OCS leasing set out in this Act, or
unless compliance would be inconsistent with national security.

It is aiso 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 nced necessarily be given to the recom-
mendations of an affected state or Regional Advisory Board, as they
are only to be overridden for demdnstrated national security or
national interest purposes.

Section £0.—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) sprovides 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-
loration, development and production in that area. The study is to
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 ﬁat deal of controversy
as to what is or is not “a baseline study.” The Act only mandates
that the'information 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 on 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
imf)act of offshore activities on affected onshore areas.

n order to assure the prompt commencement and completion of
these studies, 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, cen’ 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 any development
and production plan, complete his study and submit it prior to the
date for final approval of such plan. Qrdinarily, 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 environmertal, 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 irformation as he deems neces-
sary. In addition, he is to monitor the production areas in a manner
designed to provide time series data which cén be compared with
earlier studies and previously collected data summarized in those
studies for the imrpo& 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 of 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-
dux:idant 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 Regulations
Section 21 establishes procedures for review, updating, and avail-

ability of safety regulations, in light of the policy and ﬁn(iings of this
Act related to the need for improved safety in OCS operations.

Responsibility for Regulations

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 possaﬁle
The resolution of any jurisdictional or other dispute between agencies
and departments of the federal government will, 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 Adtinistrator
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 navigationa) ‘hazards in waters
above the Outer Continental Sheif are to be developed by the Secre-
tary of the Interior, the Coast Guard and Army. Presently, Section 4
of the Quter Continental Shelf Lands Act assigns such responsibility
to the Coast Guard and Army. (Section 4(e)(2) and Section 4(£).)
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 Labor. Tt is the Committee’s intention that the
Secretary of Labor use the Qccupational 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
evainated substantial testimony from individuals, unions, and gov-
ernment agencies as to the inadequacy, and sometimes complete lack
gf], {-ggulations for the safety of workers in the Quter Continental

1elf,

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 Qccupational 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 Heaith Administration, to the
maximum exteit 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 thé Coast Guard. - ,

The Committee aiso reviewed the Report on Safety Standards and
Pipelines on Federal Lands and the Quter Continental Shelf which
was submitted. by the Secretary of Transportation. The Committee
fully expects the Secretary of l’i‘yrans ortation to exercise his existing
authority on the shelf and 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 1s
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 OQuter
Continental Shelf on leases are to be the safest possible. So long as
the regulator finds that the adoption of & 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 equipnient 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 0 - 76 - 8
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In order to provide easy access to the lessee, permittee, subcontrac-
tor, sublessee, or any other interested Kerson, 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 i8 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 angeway 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 nre to remain in effect until new ones are
promulgated.

Regulations for Hazardouwy Working Conditions

At its hearings, the Committee learned of a particular problem
concerning the safety of divers in the waters above the Quter 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 are also unregulated. Paragraph 2 of subsection
(¢) 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 diving 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 22.—Enforcement ‘

This section ig intended to provide mechanisms and procedures for
the enforcement of regulations issned pursuant to the provisions
of this Act. Failure to comply with any provision of the Act, or any
implemernting 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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Al} regulations are to be strictly enforced, arid all operations are .
to be regularly inspected. To Frovide 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
and records that are pertinent to occupational and public health,
safety, or environinental 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 lessce 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 gromulgated
within 120 days after the enactment of the 1976 Act, by the Secretary
of the Interior, with the concurrence of the Secretm-ﬁv of Labor (oper-
ating through his Occupational Safety and Health Administrator)
and the Secreiary of the Department in which the Coast Guard is
operating, to provide for scmi-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 Occupationa]l 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
ntilize the services, personnel or facilities of each other, or any other
federal agency, in carrying out their responsibilities.

I'nvestigations

‘The Committee was concerned with the lack of information concern-
ing accidents as a result of activities on the Quter 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,
ndequately implemented. Subsection (d) (1) requires the Coast Guard
to investignte and make a public report on every major fire and major
oil spill oceurring as a result of operations conducted pursuant to this
Act. In addition, the Secretary of Labor, through his Qccupational
Safety and Health Administrator, is to make an investigation or report
on any death or serious injury occurring as a vesult of operations con-
ducted pursuant to this Act. These agencies are also given permission
lo 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, aro already conducting investigations, Tt 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-

tion of any Xerson of the existence of a violation of any safety regu-
ation, respond to such allegation within chirty 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 investigation 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 officisl, a subcontractor or lawyer, or a local or state govern-
mental official, who believes the safety regulations are being violated,
to tri ﬁr an investigation. In most cases, this form of involvement
woul more effective than, and hopefully eliminate che need for,
‘Togal uction. :

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 cases
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 responsibilit{ for repeated and continued violations, even
though any one of the violations would be insufficient for action. This
subeection provides that the Secretary shall, after an administrative
hearing, cancel any lease where the owner or operator of the lease has
mpeate;l(lly failed to comply with safety lations '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. Tha 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-
cellation, 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 23.—Citizens' Suits, Court Jurisdiction, and Judicial Review

Section 23 details the procedures by which citizens, including Jessees,
or permittees, employees, local and state governmental officials, and
others, can participate in the enforcement of 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 suits
in a district court.

Citizens® Suits

Subeection 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 nondiscretionary act or duty.

No such citizens’ suit action may be commenced until sixty days after
written notice, under oath, of the allegecd violation to the alleged viola-
tor and 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

riod 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 cominenced by
a citizen, pursuant to this section, the appropriate federal official, or
the Attorney General, if not alreaéy 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 oflicial, the Attorney General, anﬂhe 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 leaging program, or the approval, modification or dis-
approval of an exploration plan or of a development and production
plan, are to be litigated in administrative proceedings and then re-
viewed in a Court of Appeals. They would not be subject to citizens’
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 statutor?' }? ure or remedy
provided in other statutes, such as the National Environmental Policy
Act, the Deepwater Ports Act, the Clean 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, he is provided « 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.” ’ﬂxus, 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 standing to
sue set out by the Supreme Court in Sierra Club v. Morton 405 U.S.
27 (1972).

Jurisdiction.

Subsection 23(b) reincorporates the jurisdictional 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 & lease or permit, or the rights to natural résourves (a8, for example,
between the state and the federal government), are to be 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, ag 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, urilike a lease sale determination
covered by the citizens’ suit provision, if appropriste administrative
proceedings are undertaken, there is a less of a need to create & record
at & trial court, and thus review in a court of appeals would not only
be sufficient, but also a.rpn#)riate, as being able to reduce litigation.

Any person “adversely aflected or aggrieved” by action on the pro-
gram or pians, as that term is described in the discussion on subeection
(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 probiems, and a determination as to propriety
of such a program would have to balance the needs and problems of
all those regional areas, and of the federal government. Therefore, in
order to provide for a consolidated review mechanism, review of a
leasing r;;rogram is to be only in the United 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 subf)ect to review by the Supreme Court of the
United 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’ fees, to & party in an appropriate case. In order toavoid frivolous
litigation, the court. can require a bond or equivalent security if & 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 £4.—Remedies and Penalties

Section 24 (a) authorizes the Attorney General, or & United States
Attorney, st 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 agninst
any person, who, after notice, a reasonable period for corrective action,
and = hearing, continues to fail to comply with the Act or any regula-
tion or order under . The maximum penalty is $10,000 per day.

Subsection 24(c) provides criminal penalties for knowing and will-,
ful violations of any irovision 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 [;enalties for any person who knowingly and will-
fully makes any false statement, representation, or certification in an
apgeica.ticn; record, report or plan or other document filed or requi
to betipaintained under this Act; who knowingly and willfully falsi-
fies, tamapers with or renders inaccurate an monitorinirtllevice Or rec-
ord required to be maintained under this Act; or who knowingly and
willful g 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) hll)rovides 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
afforded by any other law or regulation. :

Section 25.—0il and Gas 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, nfter consultation and coordination with all affected parties.
The Committee recognized that, in many cascs, there is no real separa-
tion hetween 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 iriput into development and pro-
duction decisions, the Interior Department recently finally adopted
regulations providing for a leseee to supply a development and pro-
duction plan to the Secretary of thc Interior prior to commencement
of development and production. In addition, these new regulations
provide for information concerning the expected onshore develo
ment as a result of such development and production offshore to
forwarded to the states, Section 25 seeks to strengthen and enact into
Jaw the protections afforded by these regulations, and mandate pro-
cedures for the review and approval, disupproval, 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.

Offshore Plan and On-Shore Statement

Subeection 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
lan for approval, and of the statement for review, apphes both to
eages 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 1t 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 be constructed and uti-
lized, and safety protections to be implemented. This statement can
only be in a degree of detail avzilable to the lessee. Therefore, the
lessee is only required to describe those facilities ind 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 cther 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 inforination 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-

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
and 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, it it is a reason-
able attempt to comply and supply the necessary inforination.

Within ten days after receipt of the development and production

lan, and the statement of information, the Secretary of the Interior
18, 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 1t is confidential or privilegel;iy 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.
NEPA Review

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
ny(')mmittee 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. H}:)wever, 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 afproval of later plans.

I devel?ment 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 1
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 .
ir}xllpaf,t statement, approve, disapprove or require modifications of
the plan.

Comment and Recommendations

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 atgected 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 g)ecretary must accept recommendations submitted by any affected
Governer, or Regional Advisory Board, whether under the NEPA
Pr’ocedure or the comment procedure unless he determines they are
‘not consistent with the national security or the overriding national
interest.” Such comments and recommnendations 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
S{zcretary is to approve, disapprove, or require modifications of a

an.

P As detailed in section 23, the action of the Secretary in approvii
requiring modifications of, or disapproving any development an
production plan is subject to judicial review in the United States Court
of Appeals for a circuit in which an affected state is located.

Modifications, Revisions, 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 su{;division 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 dis}t:pﬁ)rove a plan,
sha

but only for three specified reasons. The SecretarK disa})prqve
a plan only (1), if a lessee fails to demonstrate that he can comf y wllat.:
ap

the requirements of federal law, including this Act; (2), i 1
cannr:gbe 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 vafues, or other exceptional circumstances, 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 com%liance 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's (a) shall be entitled to any
comEensation 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
thercfore the lease is to ‘be deemed cancelled, and the lessee is to be
entitled to reimbursement 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 alinost all cases, if an
aren 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 of 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
:&pliuble to the initial decision on a plan, and if necessary, through
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
plen 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 o? 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 would not warrant the Secretary cancelling or termi-
nating a lease. However, as with regulations, an overall pattern might
be established. In such sitiations, the Secretary is to utilize the pro-
cedures described in section 22(h) for cancellation of a lesse where the
owner or operator of a lease has by a repeated course of conduct, or
tlirough an overall pattern, failed to substantially comply with his
plan.

Section 26—Quter Continental Shelf Oid and Gas 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.

Federa{ agencies are to provide the Secretary with relevant infor-
mation in their ssion. Also, any information furnished in the
same manner and form 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

rovided suminaries of all information relating to potential or exist-
ing OCS 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 conment and planning purposes.
Confidentiality

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 gtates 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 wKich might provide for
public access to privileged information obtained by the State from
the Secretary.

Subsection 26(£) 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 wll:en
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 acerued
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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 2254, 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 fas, and if no royalty or net profit share is
part of an accepted bid, for 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 Quter Continental
ShelfLands Act is to be paid in oil and gas. Paragiaph:(2) of this
subsection provides that in those cases where there 1s a royalty or net
profit share amounting to less than 1624 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
he 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 1624 percentum by volume of the o1l 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 o1l 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.” it 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 presentl?' 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, tiie Secretary is to sell to the public by competitive bidding any
gas obtained pursuant to this section. If the Secretary finds that there
18 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 conrse, 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 (1d) provides that the lessee is to take back any
federal oil or -gas and pay to the United States an amount equal to
th? 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 (overnment, in emergency situations, has the
right to purchase all of the oil or gas obtained from the Outer Conti-
nentul Shelf. Subsection (f) of this section makes it explicit that
nothing in this section is to eliminate that power.

Section $8—Limitations 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 foreifn 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 Quter 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 Con 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 Con , but the
ability of Congress to disapprove such exports. The procedure adopted
in section 28 is that adopteci) in section 28(u) of the Minerals Leasing
Act of 1920 (30 U.S.C. 185(u)), as amended in 1973.

TITLE 1II-—OFFSHORE OIL POLLGTION FUND
Title III provides the procedures to be followed in the event of an

oil spill and compensation for clean-up costs and dama%fs 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 301—Definitions

This section defines twelve terms which appear in the oil spill lia-
bility Title.

The section first defines what expenses are to be 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 costs” 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, any state, local or foreign government, and the contrac-
tors and subcontractors of such governments, including administrative
cxpenses, such as the transportation of personnel and equipment to
and from an oil spill, are specifically covered. The Committee hopes
and expects that state, local and foreign governments will cooperate
fully with federal officials in cleaning up oil spills, but they need
not be 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 mat('lk)et 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 proximately 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. In order to claim damages under
this Title, n clnimant must. be directly and actually injured, but such
injuries heed 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 ag 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. Tt 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 shir or other watercraft 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
ap[)l)l'xxxg the differing requirements for a facility as compared to a
vessel.

A “vessel™ means every description of watercraft 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 subscquently transport such oil are not consideved vessels for
the purposes of this Title.

'This Title establishcs a fund for the payment of damages beyond a
set, maximum of liability for the spiiler. For convenience, this Section
defines “fund” as the Offshore il 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 1s established
under section 302(b) of this Ttitle. The fund is to be administered b
the Department of Transportation, while the revolving account, whic
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 1s
placed on an “owner” and on an “operator” which are defined in three
different ways, according to what is being owned or operated. The
owner ot 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 whicli 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 offshorc
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 hus
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 velated occurrences
which cause, or immediately thereafter. oil pollution, meaning a
harmful discharge as deseribed in Section 303 of this Title. The in-
cident may involve one or more offshore facilities or vessels.

Section 302.—FEstablishment. of the Fund and the Revoluing 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 sue 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.

10-312 0 -16 -9
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Section 321 of this Title authorizes appropriations for the establish-
ment and operation of the revolvi%g account and the fund, and initisl
and continuous funding for this Title.

Section 303 —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 304, 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 mllx y is punishable by a fine of up to $10,000 or one year in jail,
or . :

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
veseel, 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-
inf a spill, the easier and less expensive it is to clean it up.

n 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 Ialse
statement.

Section 306.—Removal of Discharged 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. Clean-up operations are to be con-
ducted, to the greatest extent ible, In accordance with the Na-
tional Contin;lgency 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 303 corresponds closely to similar provisions in the Fed-
eral Water Pollution Control Act, which currently governs federal
clean-up of oil ;slpills of offshore facilities within state waters, but
not on the OCS. The intent of this section is to extend the existingdpro-
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 be entitled to seek such
reimbursement 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 306.—Duties and Powers

This section outlines the responisbilities and the powers of the Sec-
retary of Transportation in administering this Title. The Committee
intends that such duties, responsibilities and powers be delegated to
the Coast Guard.

The Secretary is to administer and maintain the fund, to establish
regulations anc {)rovide for the fair and cxpeditious settlement of
claims, to provide for public access to information reiated 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 hearin
can enter into contracts, agreements, or other arrangements for the
acquisition of material, information, or other assistance, and can issue
and enforce appropriate legal orilers during proceedings. .
Section 307 —Recoverable Damages

If real or personal property is damaged or destroyed, the owner
may recover the value of t&xc 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 b
private parties in removing or attempting to remove discharged oil,
and in reducing or mitigating, or attemlpting to reduce or mitigate,
damages to real or f:ersonal‘ property. It is intended that property
owners will only seek compensation fvor 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 4 one-year geriod. his
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, !{sheries, 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.—C'lean-up (osts and amages

This section provides for unlimited liabjlity 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 Baﬁ)am spill in
1969, applies to OCS facilities only.

Existing safeguards should not be weakened for development of
the poesibly 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 an oil spill, the owner and operator will be required to
pay 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 operator would be liable for such damages in accordance with
subsection (¢) of this section.

Subsections (b), (¢) 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 operator can prove,
and show to what extent, the spill resulted from z 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 irresistable character.”

The linbility of owner and operator of an offshore facility for dam-
ages is limite& 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 ofp:pplicable safety, construction
or oEerating standards or regulations.

The intent of these subsections is to require the owner and operator
to pay all of the public clean-up cests associated with that discharge,
plus up to the stated amounts in dainages 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
fmu ) of companies owns or operates an offshore facility or vessel, the
iability limit would apply to the consortium or group. The liability
of each member would be 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 liabilitfy law. Both
the Federal “Pater Pollution Control Act (section 311(f), 33 U.S.C.
1321(£)) and the Deepwater Port Act (section 18(d), 33 U.S.C. 1515
(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,
such behavior. Second, the section denies limitation of hability if
the discharge results from a violation of applicable safety, construc-
tion, or operating standards or regulations. E‘he intent of this provi-
sion is to encourage owners and operators of offshore facilities to com-
])ly with such standards and regulations. The imposition of unlimited

iability 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 t\ne 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 om 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
1s subrogated to the rights of any person entitled to recover damage
from the owner, operator, or person in charge of the facility. The
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(fm:}lqr or operator of the vessel can sue the owner or operator of the
acility.

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 party when the owner, operator or the fund
li‘ays the costs of a spill which was actually caused by the third party.

he extent of the third party’s liability would depend on whether he
hiud solely caused the spill or whether he had contributed to its taking
place.

Section 309.—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 oimischarge, 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 1n estab-
lishing and maintaining aids to navigation and (4), for all dama
not Faid 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 amF 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
cperator. Subsectiol. (b) explicitly directs the Fund to diligently pur-
sue recovery for any such subrogated rights.

In any cfaim 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 are 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 tsxe claimant or to a government entity which undertook
clean-up operations, and interest on that amount, excegg 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,
in 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 ible 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 ofy the Treasury. Borrowed monies are to be deposited in 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 Secretary 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 be issued under that Act are extended for this
purpose. In addition, the Secretary of 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-barrel 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
on!ly be levied once upon any oil.

he fee is to be collected until the balance in the revolving account
reaches at least $100 million. A fterwards, the Secretary is to maintain
the account at a level between $100 million and $200 million. To do
so, he may susFend and reinstatc the fee from time to time, or he
may periodically modify the amount of the fee.

All fees, reimbursements, fines, penalties, investments, and {udg-
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 oifshore facilities and
vesels to demonstrate adequate financial responsibility so to he able
to cover the liability requirements of this Titll)e.

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 o1l, the previous experictice 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 responsi’. ~'*y shown by
insurance, surety bonds, self-insurance, or other methc.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 will 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 workin
with private insurance organizations. If the President or the Federa
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 purpose 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 Watel;'eql?ollution 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 sut%'cient 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 liahility.
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 Of)erator. Thus, & 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 impose(\ 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
tospill clean-up costsand 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 proviges
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.—1'rustee of Natural Resources

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 payment 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 agninst
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 resnonsibility is required to advertise in any area
where damages may occur the procedures under which claims may
be presented to them. It is exvected that such advertisement will in-
volve. as appropriate, advertisements in local newspapers, announce-
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ments 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 in the Federal Register.
If the owner, operator, or person providing financial responsibility
does not advertise as required, the Secretary 1is directed to do so at the
expense of the owner, operator, or person providing financial
responsibility. .

1f 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

yresented first to the 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
are to be transmitted to the Secretary, together with any supporting
documents within two days affer a request from the claimant. Such
claims are then considered to be presented to the Secretary for payment
by the Fund.

The purpose of this provision is to provide for expeditious settle-
ment of claims if the claimant. is not ogtaining satisfaction from the
owner, operator, or person providing financial responsibility. The
owner, operator, or person providing financial responsibility, is to
ng‘tify 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 ov more claims from the same claimant excecding
$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 organizations’ services
and facilities are inadequate, whether for lack of 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 tﬁe 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 t¥\e 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 hearingl. The hearing is to take place in the judicial district within
which the disputed matter occurreg. 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 either 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—Class Actions

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.

Any member of a group can initiate a class action suit if the Attor-
ley Greneral 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 'b})lr 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. I 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 Secretary is to have access to any books, documents, papers,
and records of any person responsible for contributing to the Fund.
The Secretary is granied 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-
lents, 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 })erson regarding liability and compensation
for damages resulting from an oil discharge covered by this title.

Exempted from this public disclosure requirement is any information

[



136

covered by subsection (b) of section 522 of title 5 of the U.S. Code,
andln.ny 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 15 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 321.—Authorization of Appropriations

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 andther $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, danrage settlement, and other
activities necessary to implement this title. These funds are also to
be usexi for the administration of the Fund itself until the Fund col-
lects enough 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. Theso amounts are to pay for contracts, disbursements, issuance
of notes and other obligations. The authority to spend money under
various provisions of this title is effective only if provided for in
ap’}zropriation Acts.

he 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 this
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, the 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-
»oses of this Title. The appropriations bill need not.contain a monetary
]i_gure, but. should provide for these transactions without fiscal year
imitation.

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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sny state from imposing oil spill liability laws or additional require-
ments. Any state may 1mpose 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 ™“le. Although
not desiring to place unnecessary burdens upon the owners and opersa-
tors of oﬂsﬁom facilities and vessels, the Committee belicves 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 eflective federal law in this area, it recog-
nizes that states 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 ofticials, and that citizens
may grefer to approach a state fund rather than a more remote federal
one. Furthermore, as a matter of public polic(, 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.

TITLE IV—AMENDMENTS TO THE COASTAL ZONE MANAGEMENT ACT OF 1972

The Committee recognized that one of the concerns continually
expressed Ly witnesses throughout its hearings was the need for aid
to state and local governments, for an possilﬁ:; 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 Comumittee on the Quter Continental Shelf werc 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 Conmittee
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-



138

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 94878, dated
March 4, 1976. Relevant })ortions 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
“Quter Continental Shelf Encrgy Activity”, “energy facilities®, “pub-
lic facilities and public services”, “local government”, “net adverse
impacts”, and “coastal encrgy activity”.

New subsection (j) defines “Outer Continental Shelf Energy Activity” and is
used in three subsections of H.R. 3981. Section 308(a) (1) stipulates the six
criteria on which the OCS payment portions will be based for each coastal state;
the last two involve the number of persony 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 reciplent states 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 319(b) [Section 300(b)] stipulates
that the Federal government may guarantee bonds or other evidences of indebt-
edness issued by state or local govi.nments when the revenues which acerue
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 1853 and reafirmed by Unitcd (States ve. 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 types 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 osperated 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-
1..:ttee that the main purpose of the location, construction, expansion, or opera-
tion of the facllity should be to .support or fucilitate 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 3053(b)(8) adds an energy facility
planning process of the program development work of the states. Section 300
(c¢) (8) of the Act is amended by adding the requirement that In considering the
national Interest in the planning for and siting of such facilities and energy
tacilities, a coastal state must give consideration to any energy plan or prograni
developed by an interstate entity which Is established by section 300. Section 308
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(b) (1) authorises planning grants to the states to study and plan for the socio-
economic and environmental effects of energy facilities which are located or
operated in or which will significantly affect the coastal zone. Finally, section
318 (Limitations) restricts any Federal official from interceding in state land
or water use decisions including but not limited to the siting of energy facilities.

Two types of energy facilities are contained within this definition, First are
those which 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” the manufacture or production of facilities which will be
“directly involved” in oll and gas extraction and development activities, A
number of such facilities are enumerated in the definition but the enumeration
is not exclusive.

Through the rules and regulations promulgated to carry out 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 the definition
should be those 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
finpact of such a facility should be made in the determination of a grant under
section 308(b).

Wew subsection (1) defines *“public facilities and public services”. Direct ref-
erence to public facilities and public services is found in the definition of “net
adverse impacts” in section 304(n), the automatic OCS payments {n section

- 308(a) (4) (A) and (B), and in the state and local bond guarantee provision in
section 318(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(a) (7), the impact grants based on net adverse
impacts authorized in section 308(b) (2), and the allocation of such impact grants
to local governments in section 308(f).

The definition means any services or facilities inanced 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
included if they are necessitated by population increases resulting from energy
resource extraction or production activity or required to facilitate energy re-
source development.

New subsgection (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 inanced {n whole or in part by taxes.

INew subsection (n) defines “net adverse impacts” and was 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 the Senate Bill (8. 588), nor in the original version or the September 29 or
October 18 Committee Prints of ILR. 3081, 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 consequences of a
“eoastal enerzy activity” (defined in subsection 304(0)) are outweighed by the
economical or ecologicul costs of such an act!vity. This cost-henefit caleulation is
to be made oniy on activities which ocenr in or significantly affect a state’s
coastal zone, on!y on consequences which are directly related and in the same
&e):gc(.-n;l location and according to the administrative criteria specified in section

¢).

In terms of the comparability of the consequences, it is Iihportant to note that
the phrase in ihe definition “when weighed against the henefits of a coastal
energy activity which divectly oftset such costly consequences” is Intended by
the Committee to preclude the consideration of some distant benefit in the atate
Ax an offsetting variable agalnst a localized cost.

Two examples of net adverse impact calculations are included in the definition.
First, additional or expanded public services or public facilitiex which are re-

70-512 0O -1¢ - 10
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quired because of coastal energy activity induced rapid and significant popula-
tion changes or economic development would be the “costs” in the net adverse
impact calculation. The generation of taxes through the state and local govern-
ment’s usual and reasonable revenue raising structure—taxes which will accrue
from the population changes or economic development—would be the “benefits”.
The availability of other Federal funds which could be used to offset the costs,
including the OCS payments authorized in subsection 308(a), would also be con-
sidzred benefits. The extent to which the “costa” exceeded the “benefits” wonld
constitute a net adverse impact.

Second, another cost would be the unavoidable loss of unique or unusually
valuable ecological or recreational resources as a result of coastal energy
activity. This is intended to include not only existing resources of this nature
hut also those ecological or recreational areas of potentially unique value which
could be endangered by the location and operation of energy facilities. In fact,
it is hoped that existing ecological or recreational areas will, to the maximum
extent possible, be protected from the adverse effects of coastal energy activity
n'nd u;:; comparable replacement areas 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 revenues 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
ubsence of other federal fundx, inclnding the OCS payments, to cover these
“contx” a net adverse impact would result. If only part of the restoration or
replacement costs are covered by other federal programs or the OCS payments,
the residual “costa” 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 fn H.R. 3081 to assist the Secretary of Commerce in
drafting regulations pursuant to this bill. For purposes of administering the
impact grants authorized in section 308(b), however, the definition of net
adverse impacts should be read only in conjunction with the administrative
criteria specified in section 308(¢),

The final new definition, subsection (o), defines ‘“coastal energy activity.”
Coastal Energy Activity is distinct from “Outer Continental Shelf Energy
Activity” (defined in subsection-304(j)) in that it is broader and contains most
OCS-related activity within it. Subsection (o) is applicable to the impact
grants nuthorized 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 necexsarily located in or are likely to affect significantly the coastnl zone
of a state. They are limited to three particular types of energy activities and
certain specified supporting equipment and facilities which are included. If a
particular facility is not enumerated in the list, it is not to be included within
the definition uniess 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
liguefied natural gas (LNG), coal, or oil (whether from the 0OCS 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 in the Deepwater Parts Act of 1074 (P.L. 93-627) ; conse-
quently, they include only those located beyond state waters. Associated facilities
including plpelines, pumping stations, service platforms, mooring buoys, and
similar appurtenances located seaward of the high water mark are also included
within the definition and would be located in a state's coastal zone.

It has been noted above that the concept of “coastal energy activity" Is baged
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 oceur In its coastal zone, such activities being “coastal-dependent”. In other
words, the activities and associated facilities enumerated in the definition were
considereq by the Committee to be thore which, by their very nature or technical
requirements, mandate their location and operation in the coastal zone,

The development of thiw 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 (as distinct from the OCS payments sec-
tion) : Firat, 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 such 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 types 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 OCS-specific program based on a formula
method of distribution while possessing certain administrative advantages
would not provide federal assistance for all possible coastal related encrgy
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-
0OCS coastal-dependent energy activities which would be in the national interest
and which would inevitably place severe pressures and perhaps incalculable costs
on ccusial 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 gonl presented a more serious dilemma for the Committee. To
reduce the encouragement of unnecessary energy facility siting in the coastal
zone was clearly an advantage of the OCS payments approach. Structuring a
program to provide assistance for all types of energy activities and facilities
located in the zone raised difficult questions about its potential for inducing in-
efficient siting decisions. T'o resolve this igsue, the Committee developed the con-
cept of “coastal energy activity".

Bused on the premise of coastal-dependency, this definition excludes oll re-
fineries, petrochemical plants, and electric generating plants since they do not
have to be in the coastal zone and might better be located elsewhere in most
cases. It also provides a detailed list of the Outer Continental Shelf support
activities which 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 this approach, then, the Committee feels that it has achieved the four
gonls for the impact fund section. Impact grants based on the concept of net ad-
verse impacts and constal energy activity in combination with the OCS formula
method provides, in the judgment of the Committee, the most reasonable and
eflicient 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
dellberations in this subject have been discussed in the summary section and
in the treatinent 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 loeal honds issued for OCS-related projects and
programs. This part, section 319 {309], 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 States Impact Fund”. This particular approach emerged from those
Members who were concerned about the advisability and also the ability of
the Secretary of Commerce to quantify ‘“net adverse 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 {0 euch coastal state which experiences at least one
of six specified levels of OCS activity. These levels of OCS are, in effect, the
ingredients of a six-part proportional formmula based on each state’s level of
OCS activity compared to such activity nationwide in any given fiscal year. The
average of these six ratlos would determine the proportion of the total amount
appropriated by Congress allocated to an Individual coastal state in any one
year. The six criteri: are as follows:

(A) The proportion of outer coniinental shelf acreage leased adjacent
to each atate 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 ofl 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 lJanded
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 belng
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 determines 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 enter into the calculations. The same general premise applies
to the volume of OCS oll or gas landed in each statz 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 calenlated for each fiscal year and should reflect
those who are directly employed by the lessee or those persons who are
either contractors or subcontractora of lessees. The final criterion (F), refers
to the amount of, capital investment made in each fiscal year. Again. past in.
vestment. required to support OCS activity should not be counted. The Com-
mittee is aware that this criterion will he most dificult to calculate. The Secre-
tary of Commerce should develop regulations which are designed to standardize
these data ax much ax possible. Precise methods of determining OCS capital
investment as well as definitive ways of acquiring accurate data must be entah-
lished by the Secretary.

Tn promuigating the regulations for the administration of thix OOS paynent
program, the Secretary is advised that it ix the intent of the Committee that the
listed criteria are to be measurements of activity levela resudting 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 OCS exploration and development work.
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Section 308(a) (2) defines the term adjacency for use by the Secretary in caicu-
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 have 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 estabiish 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 as an effective boundary. If no sea-
ward latern]l boundaries have been established previously between coastal states
(to the 1limit 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 UST 1608) 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
seaward to the limit of the outer continental shelf.

The Secretary is 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 officiais 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 payments for each coagtal 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 absolute authority in the final evaluation and final
computation of the data.

Payments to be made in any particular fiscal year are to he hased on data
from the immediately preceding fiscal year., Data from the transitional quarter
(July 1, 1976-September 30, 1976) are to be considered flacal year 1976 data.

Section 308(a) (4) specifies and prioritizes the uses of OCS 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 is insufficient to retire both state and local bonds, priority is to be given
to local bonds,

Bonds which are Issued through normal revenue ralsing 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 ware isgned pursuant to section 319 [309], or if some
OCS tunds remained after reciring such 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 coasta) state under
this subsection not spent or committed for the purposes authorized under para-
graph (4) are to be returned to the Treasury of the United State>. The Secretary
Is responsible for determining this each year by utllizing the auditing provisions
of section 313 (as redesignated) of the Coastal Zone Management Act.

Section 308(a) (8) establishes the authorization levels for the next five years.
The OCS payments are authorized at $30 million for fiscal years 1977 and 1978
and escalate to £125 million in fiscal year 1881. 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 begin to enter into the exploration and development
phases of OCS activity, the monies should increase to permit a more equitable
distribution of funds to those states which may have a previously limited or non-
existent onshore infrastructure for dealing with OCS ofl 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 governments. The state should calculate how much of each of its affected
local governments will experience the varfous levels of OCS activity and make
their allocation hased on a reasonable estimate of each unit’s proportional share
of these activities. With the approval of the Secretary, the coastal state may
transfer all or some of the payments to nreawide, regional, or interstate ngencles.
The state maintaing the responsibility to see that their local governments utilize
the money in accordance with the purposes specified in paragraph (4).

Encrgy facility planaing and nct adversc 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 supplemernt the states’ section 305 efforts including those
devoted to the development of an energy facility process which is required under
a4 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(h) (8), the application of that process for evalu-
ation of specific energy facility proposals, and the formulation of a long-term
energy facility siting plan. It is the latter two for which section 308(b) (1)
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 be restricted to those facilities enumerated in the
definition of Quter Continental Shelf energy activity (section 304(j)) or Coastal
Energy Activity (section 304(0)).

Paragraph (2) of section 308(b) authorizes the Secretary to make 80 percent
grants to a 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 of 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, thal a reasonable timeframe would be in the range of three-five
years and would correspond to an applicable provision in the Senate bill, 8. 586,
The difficulty in obtaining accurate data beyond such a period would appear to
make these net adverse impact calculations suspect.

Section 308(¢) includes a specification of some of the factors which are fo be
included in the Department of Commerce’s regulations,

Paragraphs (3) (A) and (D) of subsection (¢) 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 henefits”, it should be recalled,
mean henefits directly offsetting costs.

Subparagraph (D) requires, in the calenlation of net adverse impacts, the con-
sideration of other federal funds which are available for the reduction or ameli-
oration of net adverse impacts. Thus any fundsg avallable to coastal states or
their local governments under other federal asgistance statutes, as well as
monies received under the OCS payments provision in section 308(a), are to he
considered in determining the amount of an impact grant. Clearly, a state can-
not . receive monies hoth 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
thig event, a net adverse impact could remain, in part, and thus the Secretary
cohld 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 grants, 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
a8 “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 be 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 (8) (C) specify additional criteria which are to be
taken into account in determining whether a net adverse impact from a coastal
enelgy 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 themsel~res. Again, the
state's efforts to encourage this “internalization 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 factoy 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 be investigated. A key dimension to
interpreting this criterion in relation to net adverse impact determinations is
one of “unavoidability.”

The coastal zone location of potentially dangerous LNG facilities, for example,
should bhe 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 antiei-
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 impact 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 shall provide for the distribu-
tion of net adverse impact grants in proportion to the relative demands on gov-
ernment made’by the various types and stages of energy activity. .
Subsection (d) of section 308 establishes the Coastal Energy Activity Impact
Fund which is to be used by the Secretary as a revolving fiud. Administrative
expenses for carrying out the OCS payments subsection and/or the impect 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 305, an administrative grant under
section 806, 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 recelving a section 305 or 306 grant to he 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 funds received be used ih 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 new 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 308(b),] a bond could be gunar-
anteed only if it is issued for the purpose of providing public services and public
facilities which are made necessary by Quter Continental Shelf energy activities,
It should bo noted that “public services and publie facilities” and “Outer Con-
tinental Shelf energy activities” are defined terms in section 2, subparagraph (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(e) [309(c)] 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.

(38) The total principal amount of any individual bond to be guaranteed can-
not exceed $20,000,000.

(4) The total principal amount of all bonds to be guaranteed under this pro-
gram cannot exceed $200,000,000.

(5) The Secretary must determine that each bond to be guaranteed is:

(a) issued only to investors approved by or meeting the requirements of
the Secretary.

(b) bonds must bear interest at a rate satisfactory to the Secretary.

(c¢) each bond must be subject to repayment and maturity terms satinfac-
tory to the Secretary,

(d) each bond issued must contain provisions which would adequately
protect the financial security interests of the United States.

" (8) The approval of the Secretary of the Treasury is required for each guaran-
tee made by the Secretary of Comimerce. 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 the 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 ot such bonds.



147

(8) No grarantee could be made after September 30, 1981.

Section 319(d) (309(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 proposed 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
atandard in recent Federal guarantee statutes, and would generally serve to
assure that any bond so guaranteed would enjoy a priority rating within the
bond 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 payments 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 permiitted 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 50 requested by the Secretary of Commerce.

Section 310(i) [(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
a'xmropriatlons process and are included for purposes of flexibility and con-
glrtency. ’

a uwuditing provision is included in section 319(j) [(309(j)] which would
permit the General Accounting Office to audit all financial transactions of issuers
and holders of honds 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 Y—MISCELLANEOUS PROVISIONS

Seetion 501 —~IPeview of Shut In 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 1s 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 —Revicw and. Revision of Royaliy Puyments

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 603 —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 Quter Continental Shelf. One
way to alleviate both of these problems is to provide procedures and
incentives for natura) 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
Pawer 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 Quter Continental Shelf to transport such gas to
its market. Section 503 requires the Fedecal 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 this 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 Commiission. 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 gas 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 504.—Relationship to Existing Law

Section 504 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 Act, unless
expressly provided to the contrary.
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VI1I. CostT oF THE 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. ) o

The responsibility for baseline and monitoring studies is trans-
ferred in tﬁe new section 20 from the Bureau of Land Management in
the Department of the Interior to che National Oceanic and Atmos-

heric Administration (NOAA) in the Department of Commerce.

he responsibility in the early years will be very great, as NOA A 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

)er year. .
l Ngmellalleous additional implementation costs are expected to be
incurred under Title II by the Department of Justice which must;.&d-
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 IT are summarized in the follow-
ing table:

TITLE 1. —~IMPLEMENTATION COSTS
[In millions of dollars)

Fiscal yoar—
197 1978 1979 1980 1961
INMOLION. . . ceeneeneneeneenernerencanncernannnnen 14 13 13 13 3
AA. . e ciiineeaienenrnrecreencaanrenans 40 40 2 2
Coast Guard.L.oooool o oI 35 5 5 5 5
Miscellansous (Justics and Labor). -..o........o0ee i 1 1 l 1
Tolal. . erictneccrinnenncsosnnnanneene 100 59 59 21 21

Title III of the bill establishes an Offshore Qil SpiMl Pollution Fund.
?g)elclﬁc amounts are authorized in this Title as shown in the following
able:
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Titee I11.—Implementiation costs

Oil spill fund: Millier.2
Fiscal year 1077 . oo mcccccnc e srccaaacaaaaaa- $10
Fiscal year 1978 e eccccccemvccmcccmcaaa—cana 5
Fiscal year 1979, - oo cmca v 5

Title IV amends the Coastal Zone Management Act of 1972 by estab-
lishing a Coastal Encrgy Activity Impact Program. The costs incurred
by this program are summarized in the following table:

TITLE IV.—~IMPLEMENTATION COSTS

[in miltions of dotlars)
Fiscal yosr—
1977 1978 1979 1980 198t
Sec. MW (2)...c.covarenrcnncrcscccinccacnananne 50 0 7 100 125
Sec, Nﬁ) ..................................... 12 128 128 125 125
Program manigement CostS. .., .uv00nemcccseseons 1 i ] 1 1
Total. . cuneeccnccncrcnccanssacanasnannan [ 1] 176 201 e 1

Title V contains miscellaneous provisions which will not result
in any additional implementation costs.

The Total for all implementation costs expected te be incurred as a
result of the enactment of this legislation are summarized in the
following table:

TOTAL IMPLEMENTATION COSTS

|in miltions of doflars)
Fiscal yoar—
1917 1978 1979 190 1981
ithe $i e )7 [T (7 F T (1
Title lli 100 Lii o 10 R S
L) ———— 3] 17 201 3% i
TN, eeeeenmmannneennaces m 20 245 W

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.

Seetion 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 Jeases) to 100 percent (if the Secretary defess all revenues until

%atcr ,;’ears by using alternate bidding methods on 100 percent of the
eases).

VIII. Coxrriance Witit Crause 2(1) (3) or Rure 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 Quter Continental Shelf has
no oversight responsibility pursuant to clause 2(b) (1) 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
poin’t’s 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 1974, 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 pursnant
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
HL.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 Quter 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
1 Juction 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 impaet.

X. Coxcressioxar, Buncer Orrice RrPORT

Coxcress oF THE UNITED STATES,
CoxcressioNar Buncer OrFICE,
, Washington, D.C., April 26,1976.
Hon. Jonux M. Mureny.

Chairman, Ad Hoc Select Committee on Outer Continental Shelf,
U.S. House of Representatives, Washington, D.C.
Drar Mr. Ciiarraray : 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 ch 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 cffect 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 gumuant 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,
Avice M. Rivrin, Director.

CONGRESSIONAL BUDGET OFFICE
COST ESTIMATE

AvrrrL 26, 1976.

1. Bill number: H.R. 6218.

9’216 Bill title: Quter 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 Sgi]l Pollu-
tion Fund. With the exception of the potential revenue effects, this
is an authorization bill, subject to appropriation action.

4. Cost estimate: This bi]ll 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
!t)c;lbe fully operational for FY 1977. Budget impacts are summarized

ow: .

{I miltions of doltars)
Fiscal year—
7 e ) 19 ™
Implomentation costs (tiles 1V)................... 12573 N1 2624 20 m
oot 140 10 % e »

1 See basis of sstimate section for sxplanation.

In addition, this bill would im contingent liabilities upon the
federal government. The extent of these liabilities for Title II is un-
determinable, for Title III, $300 million (maximum), and for TitleIV,
$200 million - (maximum).

5. Basis of estimate: /mplementation Costs—Titles I and V are
estimated fo require only minor costs.

Title II's major cost provisions that. would add significantly to on-
going activities include the revision of bidding and lease administra-



153

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 ail
and gas information. It is necessary to present the iraplementation
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 coste (title II)
{In millions of dollars]

Fiscal year:
1977 52-100
1978 21-59
1979 21-50
1880 - ’ 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:

[in millions of dollars)
Fiscal yoar—
m 1978 1979 1900 1981
Authorizetionlevels. ... ... ..ccoecneeenennne... 10 5 - S
implementation costs (tite II1)......ceeeuenne..n. 10 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 of 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
lf)(e){ the second year is assumed. The cost estimates are summarized

ow: ‘

Implementation oosts
{In millions of dollars)

Fiscal year:
1977 ocee - c—— — —— - 63
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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blddlgg “Frocedum 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 1981, which is outside the scope of this

estimate. Using estimates of OCS bonus receipts, the following loss
of revenues can be expected : )

Revenue losses

. {In millions of dollars}

Fiscal year
1077 140
1978 . 180
1979 ... - 90
1880 - - 50
1961 __ 30

_Eontingent liabilities.—The provision of Title IT 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 Jease were denied under certain circumstances. If a development
?lan were disapproved by the Secretary of the Interior because of
‘exceptional geologic conditions in the Jease area, exceptional resource
values in the marine or coastal environment, cr other excentional 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. . L

Section 309 of Title III would impose a contingent liability upon
the Offshore Oil Pollution Compensation Fund for cleanup costs
resulting from any discharge cansed 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 U.S. 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 Manacement
Act of 1972 included in Title TV, would impose a continrent Tiabil-
ity on the U.S. through the authorization of the Secretary of Com-
merce “to make commitments to gnarantee and to suarantee the nay-
ment of interest on and the principal balance of bonds or other evi-



155

dences of indebtedness” issued to provide public services or facilities
necessary because of OCS activities. A maximum for all 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.NTcKRoLS,

James L. Blum (First Assistant Director for Budget Analysis).

X1. DEPARTMENTAL REPORTS

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 DFEFENSE,

Washington, D.C., November 20,1975.

Hon. Jonrx M. Murreny, ’

Chairman, Ad Hoc Select Committee on Outer Continental Shelf,
Congressional Hotel, Washington, D.C.

Dear MR. CHamryax: Reference is made to your request to the
Secretary of Defense for the views of the DePnrtment of Defense with
respect to FL.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 coastpl environment; to amend the Outer
Continental Shelf Lands Act; and for other purposes.” )

TWhile 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
responsibilitv 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 from said lease which is due to the United
States as 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

70-312 0-76-11
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to purchase at the market price all or any portion of any minerals
produced from the Quter 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 oppcses
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 agninst dis-
closure. This may be corrected by incorporating the procedures and
exemptions of the recently amenged “Freedom of Information Act.”
It is proposéd 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
1S not possible to furnish an estimate of costs.

The Office v< 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. NIEDERLEHNER,
Acting General Counsel.

GrENERAL CoUNsEL or THE DrEPARTMENT or DrreNse,
Washington, D.C., December 2, 1975.
Hon. Joux M. Mureny,

Chairman, Ad Hoc Committee on Outer Continental Shelf,
Washington, D.C.

Drar MR. CHarMAN : 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 Quter
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
responsibility for OCS development.

Section 203 of the bill would amend the Quter 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 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 OQuter 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 Uinited 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.” I[;,owonld 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 Quter 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
zfm]llendment contained in section 203 of the bill be changed to read as

ollows:

“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 {)rovided 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 Unite({) 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
oxemptions 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 information or data provided to the Secretary under
the provisions of this subsection shall remain confidential for such
neriod of time as agreed to by the head of the Department or Agency
from whom the information 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. NIEDERLENNTER,
Acting General Counasel.
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DrPARTMENT OF STATE,
Washington, D.C.,January 20, 1976.
Hon. Jouxy M. Mureny,

Chairman, Ad Hoc Select Committee on Quter Continental Shelf,
House of Representatives, Washington, D.C.

Drar MR, CiatrMan : 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 Quter 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 regarding the charac-
ter and extent of State jurisdiction over the continental shelf.

Second, we wish to refer to Section 208 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 Q.C.S. It should be noted that under present international law,
the right to conduct scientific research in the water column over the
0.C.S. is a protected 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 oblieations
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 persons subject to the jurisdiction of the United States. With
respect to such persons, there can be no question of our right to impose
any permit 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. Pursnant 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 atan appropriate future time.
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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,
Roserr J. McCroskEy,
Assistant Secretary for Congressional Relations.

OFFICE OF THE SECRETARY OF TRANSPORTATION,
Washington, D.C., Jannary 21, 1976.
Hon. Joux M. Mureny,

Chairman, Ad Hoc Select Commattee on Quter Continental Shelf,
House of Representatives, Washington, D.C.

Dear Mr. Caarryan: Reference is made to your request for the
views of the Degartment 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, Admniral Owen W. Siler, Commandant, U.S.
Coast Guard, testified before your committee, on behalf of this Depart-
ment, concerning the substance of FL.R. 6218. That testimony repre-
sents the position of the Department of Transportation concerning
the progosed legislation.

incerely,
Joax Harr Evy,
General Counsel.

U.S. ENErGY RESEARCH AND DEVELOPMENT ADMINISTRATION,
Washington, D.C., January 27, 1976.
Hon. Jonuxy M. Moreny,
Chairman, Ad Hoc Select Committee on the Outer Continental Shelf,
House of Representatives, Washington, D.C.

Drar MRr. CnatrMaN : 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 IT 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 IT 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 2 three-year nostponement of implementation
of the plan which the Secretarv could denv. grant, or grant in part.

There are several aspects of H.R. 621§ 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 Congress would not, therefore,
appear necessary. It would also undesirablv reduce the Secretary’s
flexibility to respond to future chanees 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 geochemical data totally unrelated to oil and
natufal 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(b) (3) would add the requirement to the Outer Conti-
nental Shelf Lands Act that the Secretary prepare a leasing 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 continning study that environmental
problems can be identified and the leasing plan be “maintained” as re-
quired by 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. TexNEY JOHNSON,
General Counsel.
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ComprROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., August 28, 1975.
Hon. Lrovor K. SuLrivan,
Chairman, Committec on Merchant Marine and Fisheries, House of
Representatives, Washington, D.C.

Dear Mapam Cuairyax: This refers to S. 521, 94th Con ,
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 our Office, in the event your Committee gives the proposed
legislation immediate consideration,

tion 202 of the bill as passed by the Senate would revise the
Outer Continental Shelf Lands Act, 43 U.S.C. §§ 1331 e seq., by
adding several sections to that Act, among which 18 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 615 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 siie and be sued in its
own name. The fund shall be administered by the holders of leases
issued under this Act under regunlations prescribed 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 fund.”

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 oll and gas wells and wells flarin
natural gas on leases issued under the Quter 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 Quter 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 reasons
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 Secretary’s report, the
Comptroller General shall review and evalnate 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. Kr1LLER,
Deputy Comptroller General
of the United States.

U.S. DEPARTMENT oF THE INTERTOR,
OFFICE OF THE SECRETARY,
Washington, D.C., June 16, 1975.
Hon. Jonx M. Murery,

Chairnian, Ad Hoc Select Committee on the Outer Continental Shelf,
House of Representatives, Washington, D.C.

DEear MR. Cramryax : 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 Quter Continental Shelf;
to protect the marine and coastal environment: to amend 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 program to develop the
oil and gas resources of the OQuter 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 Quter 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 also 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 consnltation 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-
plo. stion activities, and recommendations to Congress.

Leasing 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 wonld be free to carry
out the plan, if Congress approves it by the end of the 90-day 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) Thebest available estimates of recoverable reserves.

(4) The current market value of recoverable reserves.

{5) The cost of prodncing under the plan,

(6) The anticinated 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 uijacent 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 Quter 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 ycars,
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 have 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_})rovide the Secretary with detailed maps and reports con-
cerning oil and gas resources of the OCS for the purpose of this study.

Safety—ILR. 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 of safety regula-
tions within one lyear 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
resl.[)onslbnhties.

ederal 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 2xtent, location and potential for developing oil
and gas resources of the OCS, and to transmit the results of this study,
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together with his recommendation prepared in cooperation with the
Administrator of NOAA, to Congress. .

This study would include a projected schedule of identification and
exploration activities. No action to implement the study would be con-
sidered a major Federal action for purposes of the National Environ-
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 the 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 gas 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 does not contain provisions for research an«f development, compre-
hensive oil spill liahi[)ity, an interim moratorium or OCS exploration
and leasing, or pipeline studies.

DISCUSSION

Existing legislation provides a satisfactory framework for carryi
out the essential objectives of H.R. 6218, and we are moving towa
accomplishing them. The existing Outer Continental Shelf Tands 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 seriousl
delay achievement of the cﬁ:ngree of national energy independence which
we believe is vital.

Discussed more s;;;ciﬁcally below are some of the more important
aspects in which we believe provisions of ¥.R. 6218 are either unneces-
sux or undesirable.

. Scope of Leasing Program—Lease 1'erms.—Qur 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. X

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 wounld 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.

.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 necessurily in the public interest.

In contrast to the chan%es provided by these bills, present law pro-
vides sufficient flexibility for an appropriate balancing of energy and
environmental factors. Qur concern is to improve the leasing system
within the present framework and in this connection. the Department
recently has adopted a two-tier system for designating tracts to be
Jensed. Under it industry nominates promising arcas and 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, the Department then specifies areas to be leased. In this regard,
we note that tha CEQ study has 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 CE& concerns.

e currently require lessees to submit development plans subsequent,
to the oxploratory phase of the lease. We are secking further to inte-
E:nte these procedures with the coastal zone management programs

ing developed by the coastal States. .

Woe do not believe it appropriate to amend the OCS Act to require
further consistency or coordination with coastal zone management Igro—
grams. In this - regard, it should be noted that section 102%1) of H.R.
6213 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 0il and Gas.—
The OCS ﬁands Act presently provides that leasing of OCS lands
shall be by competitive sealed 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 sérving 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 are discussed beloy.

1. Geographic and Geophysical Information.—Assuring that the
private sector has access to information needed to make intelligent
decisions with respect to QCS 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 resourcesavailable 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 I\"ears of when-
ever a Jease 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 woulg, for example, impact quite z’\eaviﬁr and perhaps undesir-
ably on our OCS program. Our present program, undertaken gur-
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 va{uc. 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 biSders 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 13 made between two companies to share a lease if one of the two
is awarded the 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 1624 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 Jieu 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 achiéve 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 arc 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 lster. It
nlso aids us in the preparation of environmental impact statements,
in the selection of tracts and in the developm t of lease stipulations
and criteria.

Once exploration and development takes place, an environmental
monitoring program is begun. This 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 1976 equals $44.7 million. This program is coordi-
nated through an Quter Continental Research Management Advisory
Board which consists of representatives from the coastal States,
EPA, NOAA, and agencies within the Department of the Interior.

e are also doing environmental impact statements on the entire
aceelerated leasing program and on each specific lease offering. Wo
are conducting baseline 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. The Department is studving
the administrative steps necessary to put such a policy into force
without introducing undue delay in development of the Nation’s
cnergy resources. Legal authority pursuant to the OCS Lands Act
presently exists to implement such a policy.

Provisions such as those in H.R. 6218 modifving 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 othet

.Actions we are currently undertaking to improve environmental pro-
tection and other requirements. Wé also oppose statutory provisions
which specifv in advance that. certain Federa! actions, programs or
functions will or will not. constitute major Federal actions for NEPA
purposes. oL

The Federal exploration program feasibility study which H.R. 6218
would authorize by inclusion of a new section 19 of the OCS 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.under section 302.

2. Safety Requirements—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
at least ns strict (assnming 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 OCS Orders have
becn published for the Gulf of Alaska and the mid-Atlantic to elicit
specific comments from interested parties. - ,

Also a new section in H.R. 6218 appears totransfer functions pres-
entlv performed by this Department’s Geological Survev and Burean
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 operating orders, standards for technology to be used
and establishment of equipment and performance standards for oil
snill cleanup operations. This wonld constitute an entirely undesir-
able transfer of responsibilities from agencies which already have the
tr}o)mxired expertise, to agencies which do not have this experience at

is time.

D. Public participation in OCS decisions.—States which are most
likelv to be directly affected by the development of energy resources of
tha OCS should participate in decision making. Under current pro-
cecures, we believe that such States are adequately anprised of the
activities and hazards which might be involved in QCS 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 followéd 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. A%proximately 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-
sullted before any final décision 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 been made to
Atlantic coast Governors and to the Governor of the State of Alaska.

(f) Public Hearing and Comments, A fter 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
belfore 8 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 gtate personnel participate with
the Geological Survey In this endeavor. .

(1) 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 }n'ovision 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 tha con:
cern of-coastal States regarding the environmental and socio-economic
problems associated with OCSg development and their desire to exer-
cise some control over such development, or other things failing,
to at ieast forestall it. The appropriate response is,.however, to under-
take advance planning and cooperation betwéen Feder:l, State and
local government along the lines of the Coastal Zone Management
Act, rather than on last ditch eltforts 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 Revenues—The Administration recognizes
the concerns about OCS generated fiscal impact problems which have
led some coustal States to propose that Federal impact assistance be
available or OCS revenues be 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 that the present OCS T.ands 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,
Rovstox C. Hucrnes,
Assistant Secretary of the Interior.

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., February 19,1976.
Hon. Joux M. Morriy,
Chairman, Ad Hoc Select Gommittee on the Quter Continental Shelf,
House of Representatives, Washington. D.C.

Dear MR. CriatrMaN : 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 hy 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 ennctment of many of the provisions
of vour enrrent committee print. . . .

The OCS leasing program is being shaped through continuing con-
sultation with the Congress. the States and others whose intercsts are
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 comnensation for oil snill damages and to provide
financial assistance to State and local units of zovernment which are
unable to finance new physical facilities needed because the develop-
ment of Federal energy resources results in rapid population increases.

70-512 0 - 16 - 12
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.

designed. to deal effectively with the complexities of these problems.
ur’%e that the Administration 1gro 1s be enacted.

his Jetter 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 leag' 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. ¥t 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 }}())use, of a Secretarial
decision that limiting cash bonus bidding would delay development.
This is similar to provisions in other legislation which the Executive
Branch has opposed because the Department of Justice has consistently
found that they infringe on the constitutional responsibilities of the
Executive Branch. Justice has testified againsi 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 gize—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 8
reasonable, economic production unit, as determined by the Secretarlv
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 cr 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. Ezploration 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 in?ormation 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-

The Adiiinistration has proposed legisletion which has been caref\ﬂ“l,y
e
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tion of the commercial presence of oil and gas can be made with sufti-
cient accuracy to provige 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. Qur
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-
ouslf' question whether the usefulness of such maps to the general
public could ever justify such a massive expense. Whether any map
publication justifies its cost should be a matter to be worked out in
lflorr(;ml budgeting by reference to other priorities for use of public

unds. ,

5. Content of environmental impact statements—Your print and
S. 521 both specify in great detail the content of environmental im-
pact statments (EIS’) 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 believe such an
amendment of NEPA is both unnecessary and unwise. It is unneces-
sary because whenever in our judgment the significant impacts of an
OCS action include any of those listed in your print, they are already
being analyzed in our EIS’s. It is unwise because each additional re-
(}uiremcnt enacted in law may become a new and separate basis for
delaying litigation. I believe that the guidelines of the Council on
Environmental Quality and the interpretations of NEPA already
made by the courts are fully sufficient to assure that our analysis of
environmental impacts is adequate to serve the public interest. And I
see no reason to single out the OCS leeasing program for special re-
strictions under NEPA; most close students of this program, includ-
ing those who consider themselves “environmentalists”, regard the
environmental balancing process we follow as one of the best existing
examples of what-NEPA calls for.

6. Regulatory authority—Y our 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 bard to
imagine a more certain prescription for regulatory confusion, dupli-
cation of effort, unnecessary expense, irresponsibihity, and ineffective-
ness. I urge you to consider that present regulatory practice has re-
sulted in an outstanding record of safety on the QOCS, and that forced
changes of authority will bring new and inexperienced agencies into
the system, and may well result in a decline in QCS safety. In light
of the high 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 benefits of
added safety must always be balanced against the costs of achieving
it. Requirinf best available technology could frequently add substan-
tial cost. for little gain in safety.
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7. Advisory boards—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
nccepted 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 reepresentatives 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 suflicient; we are in
fact now enjoying a productive and open discussion of issues with
States. T urge you to consider that OCS resources are a national asset,
that the benefits of developing them are national, not local, and that
only a Federal official is 1 the proper position to balance national
benefits and costs in decisionmaking about the OCS. Creating a pre-
sumption, as your print does, that State judgments about this pro-
gram are better than Federal ones, would be a serious error.

8. Development plans.—Both S. 521 and your Committee Print re-
quire that development plans include informetion 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
glis procedure is far better than the one called for in your Committee

rint.

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” would require 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 impoesible
to predict. Furthermore, the circumstances under which the Secretary
may approve a revision of an approved plan appear to be too narrow
to allow all revisions which may be desirable. For example, the Sec-
retary should be authorized to approve revisions for the convenience
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 geoﬁ:gical data
which could be extremely harmful to »tg\e 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” 18 not easy
to define, the products of interpretation are costly to the companies
concerned, and the companies’ competitive position depends heavily
on the confidentiality of their interpretations. For some types of in-
terpretations, and under some circunistances, it is probably unwise or
unerforceable to require their submission. I urge you to make such &
requirement discretionary with the Secretary. We are confident that
the inter})retive 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-
tia)ity 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. /mpact Aid.—As you know, the Administration has recentl
introduced a plan for Federal energy development impact aid.
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. 521 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 operatiorns 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 are now
being fully used in this program: over haif of the studies are being
managed by NOA A under Interior direction, and many are being sub-
contracted by NOAA to the private sector. It is essential that these
studies be 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 this 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. JJoint bidding limitation—As you know, the Interior Depart-
ment promulgated regulations last year banning joint bidding among
companies with production greater than 1.6 million barrels {)er day.
These regulations were enacted into law in the Energy Policy and
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 enabi); com-
panies to enter the bidding which would otherwise be barred by their
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small size or by inadequate geological expertise. OQur 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 uchieve 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 hangioa. some medium-sized firms, reduce com-
petition for OCS leases and deprive the taxpayer of a proper return
for development of the resources, R

13, OCS leasing program.—The provision for a required 5-year
leasing program provides a fertile field for delaying and harassin
litigation by those opposed to OCS leasing. The program is suppoeeg
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 explorstion on other resource
values of the Outer Continental Shelf and the marine, coastal, and
human environments.” The requirements of the print for timing and
Jocating 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 he 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 Jeased 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
tha provision requiring that exports found by the President to be in
the national interest shall cease if Congress passes a concnrrent reso:
lution of disapproval within 60 calendar days of the President’s find-"
ing. The Department of Justice has consistentlv found that such pro-
}r}isionsh infringe on the constitutional responsibilities of the Executive

ranch. .

‘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
shortly to vour Commtittee for use in its mark-up. We are firmly of the
view that the deficiencies we have identified must be corrected, and my
staff 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 policy and other developments with respect
to the outer continental shelf. Your proper concern for assuring that
OCS resnurces are manaced in the public interest. will. I hope, not be
mistakenlv manifested in legislation which the President could not
aptpvove. 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,

TroMAs S. Krrpre,

Secretary of the Interior.

DEPARTMENT oF THE NAvY,
Orrice or LEGISLATIVE AFFAIRS,
Washington, D.C., November 10, 1975.
Hon. Jonx M. Mureny,
Chairman, Ad-Hoc Select Committee on Outer Continental Shelf,
House of Representatives, Washington, D.C.

Dear Mr. Crarman ; This is in response to your letter of October
. 14, 1975, which invited 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-
rtment of the Navy and appropriate Navy recommendations should
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. o

The development of plans to protect these offshore facilities from
attack or hostile intervention is not an issue to be resolved solely by
the Navy. 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 your 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.

f the Department of the Navy may be of further assistance to the
committee, please do not hestitate to advise me.

Sincerely yours,
G.E.R.KinnEarR T,
Re ~ Admiral, U.S. Xavy, Chief of Legislative A fairs.

GeNzraL CoUNSBEL () THE,
DePARTMENT OF COMMERCE,

Washington, D.C., January 20, 1976.
Hon. Jorx M. Moreny, ’ ’

Chairman, Ad-Hoc Select Committee on the Outer Continental Shelf,
House of Representatives, Washington, D.C.

DEAR MR. CHATRMAN : This is in reply to your request for the views

of this Department concerning H.R. 6218, a bill “to establish a policy



178

for the management of oil and natural gas in the Quter 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, 1975, 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 Qfficc 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, ’

Encl.:

Rosert ELvent, General Counsel.

Starexment s HoN. Rocers C. B. MogroN

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.

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
Commiitees, seems to me to be well equipped to provide such a
thorz:nﬁh investigation cn behalf of the House.

I 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 techuological 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 1s the
envy of many other nations now seeking to develop their own off-
shore resources. .

And it is a produetive industry. Offshore oil and gas activitjes in
this country produced royalty, bonus and rental income totalling $12.5
billion through 1973. The tfotal value of the oil and gas obtained
from the Quter Continental Shelf during the years 1953 to 1973 was
zlmost $16 billion.

_We are fortunate that we now have the capability to operate effi-
ciently and safely in ocean waters of increasing depth 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 and despite the vigorous research pro-
grams we are now mounting, we cannot count on new, alternate
sources of energy helping very much prior to the late 1980’s. I don't



179

need to remind- you that in the meantime we are spending $25 bil-
lion a year importing foreign oil and gas products. ]

It 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 gassources. -

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 ycu. The Department of Commerce has a mission to adyise
the President on Federal policies affecting the industrial and com-
mercial aspects of the economy. The recession we have suffered, in
gart, is a result of having to import hu l‘uantitiw of high-priced

oreign 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 environmentall
safe development of the energy supplies this country requires, bot
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 mouitoring,
prediction cf natural hazards, and the responsibility for the vpera-
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 roduction.

Another major responsibility of i’a&g}\ 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
1 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-
posals 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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and production with a minimam 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
tl&e onshore impacts of OCS activity in their program development
efforts.

All of us agree that the establishment of oil and gas activities in
fronticr areas of the Outer Continental Shelf must be approached in
a different manner then has been the case in the Gulf of Mexico. In
general, coastal areas adjacent to the pro; fronticr lease sites have
not had the kind of exposure to this industry that the Gulf area has
grown u&; 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

now, the Interior Department is now in the process of revamﬁing its
OCS Research Management Advisory Board 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 pertaini
to the lease sale and the exploration phase should 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
gros)oaed location of oil production platforms, pipelines, and onshore

acilities should be made public, and should be reconciled with ur-
&roved coastal zone management programs of those states that would
affected by such a development.

(6) Coastal states should be allowed sufficient time to Erepam and
implement coastal zone management. programs prior to the initiation
of the field 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 eannot 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 hox 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 of Interior regulations and-
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procedures. As I think you know, serious 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 aspects 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 Congrees shortly thereafter.

Before responding to the questiong provided me by Chairman
bglllgphy, I'd like to comment specifically on 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 lcase 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.. B3asically, 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 shead with lease sales,
for instance, because they know we have to allow exploratory drilling
before we can determine whether there is any oil or 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 scems to be undesirable.
Decisions on where to conduct lease sales are highly technical, based
on the best scientific and technical data on possible offshore ficlds,
and have been successfully conducted over the years under bread
Congressional authorization.

What the coastal states seek, if T understand their expressions cor-
rectly, is not. the kind of veto H.R. (218 contains, but rather an op-
portunity to review and carefully gauge the implications of industry-
mp& field development plans after the exploration phase has

n 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 Erograms. 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 vicw,
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. T feel strongly that any administrative
or legislative change that creates this scparation ought also to-set a
clear timetable and establish specific criteria against which the Sec-
r(]:tary of the Interior would review and approve field development
plans.

The provision in Section 19 that Federal exploratory drilling be
studied se¢ms to me to be undesirable and unlikely to produce benefi-
cial results. While the Depaitment 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 s inadequate by the government,
indicating that there is not blind acceptance of industry ‘bids. Also,
the Geological Survey possesses as miuch information as industry
about resource potentials since the results of geophysical surveys and
drilling are 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 sysiem
that brings billions of dollars into the Federal treasury and is cer-
tain tobring 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 Departmoat 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 gale 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
calling 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 man
ways, it makes good sense to have an ontside organization resporsible
for undertaking the environmental assessments needed for rational and
safe OCS development. Yet it is a fundaments] 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.



183

This is to insure that environmental considerations are taken into ac-
count in the besic 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
Commiittee 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 6il and
gas program. We know that the ultimate success of the program rests
upon the:cooperative 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'S MAY ' 27
LETTER

1. I believe that the Department of Commerce has adequate oppor-
tunity to mako its views known during the OCS leasing process. If, as
1 hecome more familiar with Commerce p ms, 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 OCS 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 [nterior Department. responsible for
QOCS 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 actuai
leaso sales. And as President Ford hLas publicly stated, if environ-
mental studies détermine that offshore activity poses an unacéeptable
risk, there will be no sale. The National Marine 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. Qur comments, together with those of other
Federal agencies, become a part of the record that attaches to the
final EIS. o

2. There are 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 ies at some point in their development. Oil spil! damage, pipe-
line dredging or ot-g(e)r 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 sengitivity 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 tecknique of ¥enemting shock
waves using rapidly expanding gases in place of the former dynamite
charge technique. ’}‘his approach coupled with judicious timing of
geismic 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.

The 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 Xermit, National Marine Fisheries
Service to be responsive to this need.

Shallow buried or unburied 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.
NOAA proposes to work with DOT 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 Jlarval 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, carefu} 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 developrnents
(ie., powerplants, petro-chemical complexes) could use ocean waters
for cooling. Clearly, the design and location of such facilities has to
take sccount of the potential damage to important fish populations..

We do not anticipate significant.conflicts with the fishing inductry
for port facilities, except possibly in those areas which are sparsely _
popu}ategi: 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
smal), 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 Alasks, for example, have in-
dicated that laborers are being paid extremely high wafee for work
in activities related to oil development. However, oil-related jobs in
many i:ases require specialized skills which fishermen would not, in
general, .

Oil and drilling rigs appear to affect fishing in several ways.
Such installations do not, of course, affect the basic productivtiy of
the adjacent ocean. Nevertheless, the rigs and 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 anticilpate that OCS development willl) 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 environmeiial 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 I%epartments of
the need to utilize the expertise that each possesses to insure that the
national interest is-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. T 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 informetion
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 undertsken.

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 inade available. We
do not féel it necessary to tie leasing to the progress of state coastal
zone management programs. 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 make plans for the type, size and location of support facilities
that will be needed.  °

As T mentioned, it is our belief that the present schedule; where all,
coastal states plan to complete coastal zone management programs by
the fail of 1977, will harmonize with prompt leasing sales. That is
because it will take at least two years to coraplete 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 dpro ms.

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 &ll in my
power to support and encourage timely completion of state and coastal
programs. o '

8. As-to.studies undertaken on onshore impacts,-several activities
are worthy of mention. 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 &ze 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.

XTI. Cuaxces 1x Existing Law Mabk By ToE Biin, as ReporTED

In compliance with clause 3 of rule XIIT 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. 133143)

] » * * ] * *

Skc. 2. DerrNITIONs.—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;

(¢) The term “minera] lease” means any form of authorization for
the exploration for, or development or removal of deposits of, oil, gas,
or other minerals; and} )

(¢) 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, gas, 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[.] ; o

(€) The term “coastal zone” means the coastal waters (includin
the lands therein and thereunder) and the adjacent shore (includ-
z’ngwthe water's therein and thereunder), strongly influenced by each
other and in proximity to the shorelines of the-several coastal States,
and includes islarnds, transitional and intertidal areas, salt marshes,
wetlands, and deaches, which zone extends seaward to the outer limit
of the United States territorial sea and extends inland from the shore-
lines to the extent necessary to control shorelands, the uses of which
have a diréct and significant impact on the coastal waters, and the
inward boundaries of which may be identified bg{ the several coastal
States, pursuant to the authority of section 305(b) (1) of the Coustal
Zone Management Act of 1972 (16 U.8.C. 1464(b)(1)); ‘

(f) The term “coastal State” means a State of the United States in,
or orderirf on, thé Atlansic, Pacific, or Arctic Oczan, the Gulf of
Mezico, or Long Island 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 “affected State” means, with respect to any program,
plan, lease sale, or other activity, proposed, conducted, or approved
purcuant to the provisions of this Act, any State—

(1) the laws of which are declared, pursuant to section 4(a) (£)
o{ this Act, io be the law of the United States for the portion of
the outer Continental Shelf on whick such activity is, or is pro-
posed to be, conducted;

(2) rwohich is or 2 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) +ohich 13 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-
portc;i by means of vessels or by a comdination of means including
vessels;

(4) which 1s desigrated by the Secretary as a State in which
there is a substantial probability of significant impact on or dam-
age to the coastal, marine, or human environment, or a State in
which there 10ill be significant changes in the social, governmen-
tal, or economic infrastructure, resulting from the exploration,
development, and production of oil und gas anyrvhere on the outer
‘Oontiental Shelf; or .

(5) in. which the Secietary finds that there is, or will be, a sig-
nificant risk of serious domage, due to factors such as prevailing

70-5130-7-13
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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,
ipelines, or other. transshipment facilities;

(’gz The term “marine environment” means 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; .

(¢) 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,

(7). The térm “human environment” means the physical, esthetic,
socual, rnd economic components, conditions, and factors which inter-
actively dete.;mine the state, condition, and quality of living condi-
tions, recreation, air and water, employment, and th of those af-
fected, directly or indirectllty, 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; -

(2) 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 (2) ary 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 delinzation well after such
discovery which is needed to delineate any reservoir and to enable
the lessee to determine whether to procéed wwith development and
production; . '

(m) The term “development” ineans those activities which take
place following discovery of oil, natural gas, or other iminerals in com-
mercial quantities, including geophysical activity, drilling, platform.
construction, and operation of -all on-shore support’facilities, a
which are for the purpose of wltimately p ng the resources
discovered;

(n) The term “production” means those activities which take place
after the successful completion of any means for the removel of re-
sources, including such removal, field cperations, transfer of oil, nat-
ural gas, or other minerals to shore, opzraticn monitoring, mainte-
nance, and wwork-over drilling ;. )

(0) 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 (16 U.S.C. 1 et seq.) ;

(2) the Act entitled “An Act to supplement existing laws
against unlawful restraints and. mono ﬁa, and for other pur-
poses”, approved October 15,1914 (156 US.C. 18 et seq.) ;

(3) the Federal Trade Commission Act (156 U.S.C. 4! et seq.);
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(4) sections 73 and 74 of the Act entitled “An Act to reduce
taxzation, to provide revenue for the Goverrunent, and for other
pwzwaea”, approved August 27, 1894 (16 U.S.C. 8 and 9) ;

(0) the Aci of June 19, 1936, chapter 692 (16 U.S.C. 13, 13a,
130, and %1a); . )

(p) The term ¢ faz'r 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 purauant to a lease dur-
ing the period for whick 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
during such period, or (3) if there were no sales of such mineral from
such region during such period;orif the Secretary finds that there are
an insufficient number o/p such sales to equitably determine euch value,
at anap, late price determined by the Secretary; and

(9) The term “major Federal action” means any action or proposal
by the Secretary which is subject to the provisions of section 102
2) 2( (6')) %' the National Environmental Policy Act of 1969 (42 U.S.C.
4532(2) (C)). -

[Sxc. 3. pﬁnisbidnox Over OUTER CONTINBNTAL SHELF.—(8) It i8
hereby declared to be the policy of the United States that the subsoil
and seabed of the outer (ggltinental Shilf appertain to the United
States and are subject to its jurisdiction, control, and power of dis-
position as provided in this Act.

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

Src: 3. Narioxar. Poricy ror THE OUTER CONTINENTAL SHELV—It 18
hereby declared to be th:foli of the United States that—

(1) the subsoil a ed 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;

(2) this Act shall be construed in such a manner that ihe char-
acter of the waters above the outer Continental Self as high
a’}m a;nid the right to navigation and fishing therein shall not de
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 1¢ 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 mancgement of the marine, coastal, and human
environments—

(A) such States may require assistance in protecting their
coastal zomes 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 ectent consistent with the mtz‘omly interesi, in
the policy und planning decisions made by the Federal Gov-
ernment relating to exploration for, amg development and
grhztliufwtiorg of, mineral resources of the outer {ontinental

b4 .

(6) 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 a:z{ety,
and of 7'Ziated development and activity should be considered and
recognized, ‘

(6) operations in the outer Continental Shelf should be con-
ducted in a safe manner by well-trained personnel using tech-
nology, precautions, and technigues sufficient to prevent or mini-
mize the likelthood of blowowts, loss of well control, fires, spill-
ages, physical obstruction, to other users of the waters or subsoil
and seabed, or other occurrences which may cquse damage to the
environment or to property. or endanger life or health.

Src. 4. Laws ArrricaBLE T0 OUTER 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
onter Continental Shelf and to all artificial islands [and fixed.struc-
tures], and all structutres 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 eztont as if the outer Continental Shelf were an area of exclu-
sive Federal jurisdiction located within a State: Provided, howeuver,
That mineral leases on the outer Clontinental 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 cach adjacent State as of the effective date of this Act are hereby
declared to be the law of the United States for that portion of the
subsoil and seabed of the outer Continental Shelf, and artificial.islands
and fixed structures erected therecn, 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 scaward 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 10ith other Federal laws and regqulations of the Sec-
retary now in effect or hereafter adopted, the civil and. criminal laws
of each coastal State adjacent to the outer Continental Skelf, as in
effect on the date of enactmsnt of this paragraph, are hereby declared
to be the law of the United States for that portion of the subsoil and
seabed of the outer Continental Shelf, and. those artificial islands and
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structures referred to in paragraph (1) of this subsection, which
wowld 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— .

(?) any change in any criminal law 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

(i) 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 o[ this paragraph,
at the end of such five-year period, am? any change during -any
subsequent fve-year period afall 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 dstermine 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
seltling any outstanding boundary disputes relating to the projection
of such lines. All of such applicable and consistent State laws shell be
administered and enforcef 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 sstablish procedures for settling any outstanding
international boundary dispute vespecting the outher Continental
Shelf, including any 73129pute,z’nvolm’ng 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 proceedin
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
che 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



192

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.

[4] (¢) 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 li'ndjacent] coastal State, the laws of which np-
ply 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 {:cation of such artificial island or
structure.

[ea (@) (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 ertificial islands and
structures referred to in subsection (a) or on the waters adjacent
thereto, as he may deem necessary.

(2) The [hen(?] Secretary of the Department in which the Coast
Guard is operating [may] skhall 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, compan{, 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 offense.] referred to in subsection (a) tchenever
the oumer has failed suitably to mark such island or structure in ac-
cordance with regulations issued under this Act, and the owner shall
pay the cost of such. marking.

[(£)J(e) 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.J the artificial islands and structures.
referved to in subsection (a).

C(2)X(f) 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 (a) 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.

[Skc. 5. ApdrNisrrarioN oF LeasiNGg oF TiE QUuTer CONTINENTAL
Snxrr.—(a) (1) The Secretary shail 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 outer Continental Shelf, and the protection
of correlative rights therein, and, notwithstanding uny 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 thercunder may provide for the assign-
ment or relinquishment 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, m(ﬁxction of
rentals or roysalities, compensatory royalty agreements, subsurface
storage of oil or gas in any of said submerged lands, and drilling or
other easements necessary for operations or production.

L£(2) Any person who knowingly and willfully violates any rule or
regulation prescribed by the Secretary for the prevention of waste,
the conscrvation of the natural resources, or the protection of correla-
tive rights shall be deemed guilty of a misdemeanor and punishable
by a fine of not more than $2,000 or by imprisonment for not more
than six months, or by both such fine and imprisonment, and each day
of violation shall be deemed to be a separate offense. The issuance
and continuance in effect of an{ lease, or of any extension, renewal,
or replacement of any lease nnder the provisions of this Act shall be
conditioned upon compliance with the regulations issued under this
Act and in force and effect on the date of the issuance of the lease if
the lease is issued under the provisions of section 8 hereof, or with the
regulations issued under the provisions of section 6(b), clause (2),
}\emo; if the lease is maintained under the provisions of section 6
1eveof,

[(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 1ssued 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 hereef, 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
(), if such default continues for the period of thirty days after mail-
ing of noties by registered letter to the lease owner at his record post
oftice address.

(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% ights-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 Secretar
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 ge prescribed by the Secretary, and upon the express
condition that such oil or gas pipelines sha]]y 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 reasunable, 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 appropriatée judicial
proceeding instituted by the United gtates in any I‘I)nited States dis-
tf‘ict Xouat having jurisg'iction under the provisions of section 4(b) of
this Act.

Skc. 5. ApuiNisTraTION OF LEASING OF THE QUTER CONTINENTAL
Surrr—(a) The Secretary shall administer the provisions of this Act
relating to the leasing of the outer Continental Shelf and shall pre-
scribe such requlations 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 maz’vat(u’wej under the
provisions of this Act and shall be in furtherance of the findings, pur-
Poses, and. policies of this Act. In the enforcement of safety; envivon-
mental, 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 requlations, the Secretary shall vequest and give due consideration
to the views of the Attorney (r'cmeraz with respect to matters awhich
may affect competition. T'he regulations preseribed. by the Secretary
under this subsection shall include, but not be limited to, provisions—

(1) 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 « lessee, in the intevest 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, or
human enzironment, 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 be so extended when such suspension or pro-
hibition is the result of gross negligence or awillful violation. of
such. lease or permit, or of vegulations issued concerning such
lease or permit;
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\2) for the cancellation 3{ any lease or permit at any time,
when it is determined; after hearing, that continued activity pur-
suant 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 éepoazta

in areas leased or not yet leased), to the national security or de-
fense, or to the marine, coastal, or human environment, cxcept
that the cancellation of any lease pursuant to such regulations
shall not foreclose any claim l/or compensation as may be required
by the Conatitution of the United States or any other law;

§3) for the assignment or relinquishment of leases;

4) for the sale of royalty, nel profit share, or purchaséd oil
and gas accruing or reserved to the United States in accordance
with section 27 of this Act;

(8) for the utilization of different bidding systems in accord-
ancewith section 8() of this Act;

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

(7) for the development and e:;forcenwnt 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 scction
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
Quter Continental Shelf Advisory Boards in accordance with
section 19 of this Act;

51] ) 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 alease arca.

(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 Azt shall be conditioned upon compliunce with the regulations
18sued 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
provigions 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 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
provigions of section G 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
f;;;flice by registered letter to the lease orwner at hs record post office

ress.

(2) Whenever the ownsr of any producing lease fails to comply with
any of the provisions of this Act, or of the lease, or of the fregu;{wim

~
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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 (2), hereof, if the lease is maintained under the
g)rom'az'om of section 6 hereof, such lease may be forfeited and canceled
y 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 be granted by the Secretary
for pipeline purposes for the transportation of oil, natural gas, sulphur,
or other mineral under 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
Commassion, in the case of gas, and the Interstcie Cominerce Commis-
sion, 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 preven-
tion of waste. Failure to comply with the provisions of this section or
the requlations 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.

(f) (1) The lessee shall produce any oil or gas, or both, obtained
pursuant tn 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 shull 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 1ohich 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 1ssued or maintained pursuant to this Act shall be per-
mitted to flare natural gas from any well unless the Secretary finda
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.

Skc. 6. MAINTENANCE OF LEasEs o 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)
17—

(1) such lease, or a true copy thereof. is filed with the Secretary
by the lessee or his duly anthorized 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 apcox:dange with its
terms and provisions and the law of the State issuing it had the
State had authority to issue such lease; ] .

(3) there is filed with the Secretary, within the period or periods
specified in paragraph (1) of this subsection, F{i) a certificate
issued by the State official or agency having jurisdiction over such
lease stating that it would have been in force and effect as reqllanre.d
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 1provisions 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, royaltics, 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 iessor on oil and gas
of not less than 1214 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 produe-
tion, or occupation taxes which wonld have been payable on such
production to the State issuing 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
S0 shat, it will not exceed the maximum period herein specified;
an

(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
3uant1ties from such lease on or before December 11, 1950, or 1f pro-

uction 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 « 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 preseribe within
ninety days after making his determination that such lease meets the
requirements of subsectzon (a) of this section: Prowvided, 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, are 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 quantitics 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 ‘)roduced 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, pldRt construe-
tion, or other operations for the production of sulphur, as approved
hy the Secretary, are being conducted on the area covered by the lease.

(¢) 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
:&cti\'ities conducted under the lease, prior to the effective date of this

ct.
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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 Distriet of
Columbia by filing a petition for review within sixty days 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 Larnds
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, )

Skc. 7. ControveERsy OVER JuURIspICTION.—In the event of a contro-
versy between the United States and a State as to whether or not
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 nonissuance of new mineral leases pending the settiement 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 the 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. 88385), 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 %6 F.R. 6404), August
22,1951 (16 F.R. 8720), October 24, 1951 (16 F.R. 10998), December
91, 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, 1s
hereby approved and confirmed.

Skc. 8. Leasine or Outer CoNTINENTAL Sierk.—[(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 ineeting 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
1214 per centum in amount or value o! 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 Se.cretary.;)l 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 sudbmerged lands ofptrlw
outer Continental Shelf which are not covered by leases meetz’fuzg the
requirements of subsection (a) of section 6 of this Act. The bidding
gha.Zl be by sealed bid and, at-the discretion of the Secretary, on the
asis of— :

]EA) cash bonus bid with a royalty at not less than 1214 per
centum fized by the Secretary in amount or value of the produc-
tion saved, removed, or sold;

(B) wvariable 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, %ut not less than 1215 per centum at the beginning o
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 be derived from the production of oil
and gas from the lecse area;

(£) fized cash bonus with the net profit share reserved as the
bid variable;

(F) cash bonus bid with a royalty at no less than 121/2;”
centum fized 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 gas from the lease area;

(&) cash bonus bids for 1 per centum shares of an undivided
working interest in the lease arca, such shares to be awarded at
a pricé which is equal to the average price per share of the highest
responsible %ualiﬁod bids tendered for mot more than 100 per
centum of the lease area. with a fived share of the met 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
aworking interest in the lease area, such shares to be amwarded 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 arca, and with a fized 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.

(8) The Secretary may, in order to promote increased production
on the lease area, through direct, secondary, or tertiary reco«ver%
means, réduce or eliminate any royalty or net profit share set fort
in the lease for such area.

(4) At least ninety days Igmor to notice of any lease sale under
eubpamimzpha (D), (E), (F), and (@) 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
requlation 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)(4) In the case %any lease area offered for sale pursuant to
subparagraph (@) or (H) of paragraph (1), if the accepted bid per
share :»7%3/ person for a per centum working interest in such lease
area 18 less than the average price per share ofq all accepted bids, and
such person does not, within such time as the Secretary shall by
regulation prescribe, agree to pay such price, then—\ ,

(2) the Seoretar% shall return to such person any deposit made
with respect to such bid; and

(%) any right acquired and any obligation incurred by such
femm with respect to such bid shall be deemd to be canceled.

(B) (i) In the event the Secretary sells less than 100 per centum
of the interest in the lease area offered under subparagraph (Gg or
(H) of paragraph (1), 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 mazimum number
of additional shares which any such bidder may purchase shall be in
proportion to his bidded interest.

(%) To the extent that any per centum of the interest in the lease
area offered under such subparagraph (G) or (H) remains unsold
after the Secretary uses the procedure required by clause (i) of this
subparagraph, he shall repeat such proce(gure for such period of time
ad he determines to be reasonable.

(#2) To the extent that any per centum of the interest in the lease
area offered under such subparagraph (G) or (H) remains unsold
after the Secretary uses the procedure required under clauses (i) and
(©2) of this subparagraph, the Secretary 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 a numder of shares which exceeds the number for
which he originally bid. The Secretary shall repeat such pi.cedure
for such period of time as he determines to be reasonabdle.

(1v) Any additional shares of the interest in a lease area wlich are
gold 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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(C) T'he Secretary shall, by regulation, provide for the cancellation
of any lease sale held pursuant to subparagraph {G) or (H) of para-
graph (1), if the total amount to be paid for all shares sold does not
represent o 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) o/{epamgmph (2), 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 authorized by this subsection, in accordance with sub-
paragraphs (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,
(%%) 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,
(vit) developing new oil and gas resources in an efficient and timely
manner, and. (viit) Umiting 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 tham one of the bidding alternatives set forth in paragraph
(7) of this-subsection. .

(B) During the five-year period commencing on the date of enact-
ment of this subsection, the Secretary may, in order to abtain 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 for the acquisition of valid
statistical data and otherwise consistent with the provisions of this
Act.

(C) (2) Ewxcept as provided in clause (i), the bidding system au-
thorized by subparagraph (A) of paragraph (1) of this subsection
shall not be applied to more than 90 per centum og 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 and gas prior to October 1, 1975, including the outer
Continental Shelf iegion off southern California outside the Sunta
Barbare Chanmel.

(7i) 11, in any year following the date of enactment of this subsec-
tion, the Secretary finds that compliance with the limitation set forth.
in clause (i) would unduly delay effizient developmant of the.oil and
gas resources of the outer Continental Shelf, result in less than a fair
return to the Federal Government, or reswlt in a reduction of com-
petition, he shall submit to the Senate and Iouse of Representatives a
report stating his specific findings and detailed reasons thevefor. 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 siw 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—

é:? the schedule of all lease sales held during such year and the
bidding system or systems utilized,
. (4) the schedule of all lease sales to be held the following year
and. the bidding system or systems to be utilized;

(7i) the benefits and costs associated with conducting lease
sales using the various bidding systems; ‘

(@) 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 30 per centum of
the arev leased in the past year, or to be offcred for lease in the
wpcoming year, was or is to be leased under the bidding system
authorized by subparagraph (A) of paragraph (1) of this sub-
section; and

. ('vil) an analysis of the capability of cach 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—

(4) more than one of the joint bidders, directly or indirectly,
controls or is chargeable worldwide with an average daily produc-
tion of one million siz hundred thousand barrels a day or more,
or the equivalent, in crude oil, natural gas, and liquefied petroleum.
products; or

(B) the bidding system is one authorized by subparagraph (G)
or (Il) of paragraph (1) of this subsection. and joint bidding 8
not specifically found by the Secretary to be necessary to promote
competition.

L(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 Yeriod of five years and as long thereafter as oil or gas may be
produced from the area in paying quantities, or drilling or well re-
working operations as approved by tllxe Secretary are conducted there-
on, (3) require the payment of a royalty of not less than 1215 per
centum, in the amount or value of the production-saved, removed, or
sold from the lease, and (4) contain such rental provisions and such
other terms and provisions as the Secretary may prescribe at the time
of offering the area for lease.}

(b) An oil and gas lease issued pursuant to this section shall—

(1) cover an arca designated by the Secretary on the basis of
entire geological structures or traps, or be comprised vf a reason-
able, economic production unit, as determined. by the Secretary;

(%) be for « period aolf five years, and may be extended for a
period of five additional years if the Secretary finds such. exten-

70-512 O - 76 - 14
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sion 18 mecessary to encourage cxploration and development in
areas of unusually deep water or adverse weather conditions, end
as long thercafter as oil or gas may be produced from the area in
paying quantities, or drilling or well reworking operations, as
approved, by the Secretary, are conducted thercon, except that no
such extension shall be granted if the Secretary finds that the
lessee has not exercised due diligence in. the maximum, efficient,
and safe development of all wells and resources pursuant to the
leuse ; ’

(2) require the payment of amount or walue 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 arca, conditioned
upon due diligence requirements and the approval of the devel-
opment and production. plan required by this Act,;

(8) 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 requlations prescribed by the Sec-
retary, have the right to require increased production under such
lease for purposes of dealing with emergency shortages of oil or
gas or other national emergencies;

(6) provide for suspension or cancellution of the lease pursuant
tosection 5 of this Act; and

(7) contain such rental and other provisions as the Secretary
may prescribe at the time of offering the arca. for lease.

(¢) No lease may be issued for an initial five-year period or extended
for five additional years, until at least thivty days after the Secretary
notifies the Attorney General of the United States and the Federal
Trade ('ommission of the proposed issuance or extension. Suchnotifica-
tion shall contain such informatior as the Attorney Gencral and the
Federal Trade (Commission may require in order to adrvise the Secye-
tary as to whether such lease or extension would create or maintain
a situationinconsistent awith the antitrust laws,

(d) No lcase may be issued or extended if the Secretary finds that
an applicant for a lease, or « lessec, is vot mecting due diligence rve-
quirements on other leases.

(e) Nothing in this Act shall be deemed to convey to any person,
association, corporation, or other business organization immunity from
ctvil or eriminal liability, or to rreate 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 arcas and regions
offered forleasing

(B) all information. concerning the geographical, geological,
and ecological characteristics of such regions;

(C) an estimare of the oil and guas reserves in the areas pro-
posed. for leasing ; and

(D) an identification of any field. geological structure, or trap
IS(')cufe(l within three miles of the seaward boundary of a coustal
State.
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(2) Upon receipi of nominations for any lends within thiree miles
of the seaward doundary of uny coastal State, the Secretary shall offer
the Governor of such coastal State the opportunity to jointly lease
any area which the Secretary approves for lease which may contain a
ﬁe}/d, geological structure, or trap which may be located within both
Federal and State owned lands.

(3) Within ninety days after the offer by the Secrctury pursuant
to paragraph (2) of this subsection, the Governor shall clect whether
to jointly lease any such area. If the Governor accepts the offer, the
Secretary and Governor shall jointly offer such area fer lease under
mutually acceptabic terms. If the Governor declines the offer, the Sec-
retary may lease the federally owned portion of such area.in accordance
with this Aet. \

(4) AU bonuses, royalties, vents, and net profit shares obtained pur-
suant to a lease for lands within three miles of the secaward 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
inan 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 vate of payments to be deposited in the treas-
wries of the Federal Government and such coastal State.

L(c)] (¢) 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 Seeretary 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 coveved by leases which include sulphur
and meet the requirements of subsection (a) of section 6 of this Act,
and which sulphur leases shall he 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
was lessees on the same area.

()T (&) A sulphur lease issued by the Secretary pursnant 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
s0 long therea fter as sulphur may be produced from the area in paying
quantities or drilling, well reworking, plant construction. or other
operations for the production of sulphur, 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.

L(e)d (/) The Secretary is authorized to grant to the qualified
persons offering the highest cash bonuses on a basis of competitive
bidding 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 royalty. rental, and other terms and conditions as the
Secretary may preseribe at the time of offering the area for lease.

[(f)] (#) 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 Sccrctar{'.

L(g)T (%) All moneys paid to the Secretary for or under leases
granted pursuant to this section shall be deposited in the Treasury in
accordance with section 9 of this Act.

[(h)] (?) The issuance of any lease by the Sccretary 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 the area
iftvolved is in the outer Continental Shelf.

L[(1)] () The Secretary may cancel any lease obtained by fraud
or misrepresentation.

L(j) Any person complaining of a cancellation of a lease by the
Seeretary may have the Secretary’s action reviewed in' the United
States District Court for the District. of Colwmbia by filing a petition
for review within sixty days after the Secretary takes such action.}

Sec. 9. Disrosrrion oF Revevvees—All rentals, royalties, and other
sums paid to the Seeretary or the Seerstary of the Navy under any
lease on the outer Continental Shelf for the period from June 3, 1950,
to date. and thereafter shall be deposited in the Treasury of the
United States and eredited to miscellancous receipts.

See. 10, Rerusns.~—(a) Subject to the provisions of subsection (b)
hereof, when it appears to the satisfaction of the Seerctary 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
requived to pay. such exeess shall be repaid without interest to such
person or his legal representative, if a request for repayment of such
excess is filed with the Seeretary 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 ont of any moneys in the special account estab-
lished under section 9 of this Act and to issue his warrant in settle-
ment thereof.

(b) No refund of or eredit for such excess payment shall be made
until after the expiration of thirty days from the date upon which a
veport giving the name of the person to whom the refund or credit is
to be made, the amount of such refund or eredit. and a summary of the
facts upon which the determination of the Seeretary was made is sub-
niitted to the President of the Senate and the Speaker of the Hounse of
Representatives for transmittal to the appropriate legislative com-
mittee of each body, respectively : Prorided, That if the Congress shall
not. be in session on the date of cuch submission or shall adjourn prior
to the expiration of thirty days from the date of such submission. then
such paynient or credit shall not be made until thirvty days after the
opening day of the next succeeding session of Congress.

[Skc. 11, Grorocicarn axp  Groruvsical, 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 pursnant to this Act,
and which are not unduly harmful to acquatie life in such area.J
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Ske. 11, Ovrer Coxrivexrar Suerr O axp Gas Exrroratioy.—
(@) (1) Any ageney of the United States, and any person whom. the
Secretary by permit or regulation may authorize, may conduet geo-
logicol and gcophysical explorations in the outer Continental Shelf,
which do not interfere with vr endanger actual operations pursuant
to any lease issued. or maintained pursuant to this Act, and which are
not unduly harmful to the mavine environment.

(2) T'he provisions of paragraph (1) of this subsection shall not
apply to any person conducting explorations pursuant to an approved
exploration. plan on any area under lease to such person. pursuant to
the provisions of this Act.

(;;) Beginning ninety days after the date of enactment of this sub-
section, no exploration pursuani to any oil and gas'lease issued or main-
tained under this Act may be undertuken by the holder of such lease,
cxecept in accordance with the provisions of this section.

(e) (1) Prior to commencing exploration. pursuant to any oil and gas
leasc issued or maintained under this Act, tfe holder thereof shall sub-
mit an exploration plan to the Seeretary for approval. Such plan may
apply to more than ens lease held by a lessee in any one region of the
outer Continental Shelf, or by a group of lessecs acting under a. unit-
ization, pooling, or drilling agreement, and shall be a})profvc(l by the
Secretary if he finds that such plan is consistent acith the provisions of
this Act, requlations preseribed under this Act, and the provisions of
such lease. T'he Seervetary shall vequirve such modifications of such plan
ay are necessary to achieve such consistency. The Secretary shall ap-
prove such plan, as submitted or modified , within thivty days of its sub-
mission, except that if the Secretury determines that (A) any pro-
posed activity under such plan would rvesult in. any condition which
world permit him to suspend such activity pursuant to requlations
prescribed under section 5(a) (1) of this Act, and (B) such proposed
activity cannot be modified to aroid such condition, he may delay the
approval of such plan.

(2) .Ln exploration plun. submitted under this subsection shall in-
elude, in the degree of detail which the Secretary may by regulation
require—

(1) a schedule of unticipated eaploration activities to be under-
takeny

() a description of equipment to be used for such. activities;

(C) the general location of ench avell to be dyilled; and

(D) such other information deemed pertinent by the Secretary.

(3) T'he Secretary may. by regulation, requirve that such plan be
accompanied by a general statement of development and production.
intentions which shall he for plunning purposes only and «which shall
not he binding on any party.

(d) The Secretury may. by requlation. require any lessee operating
under an approved exploration plan. to obtain.a permit prior to dvill-
ing any well in accovdance awith such. plan,

(e)(7) If o recision of an exploration plan approved under this
subsection is submitted to the Secretury, the process to be used for the
approval of such vevision shull be the sume us set forth in subsection
(¢) of this section.
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(2) 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.

(f) T'he Secretary magy, within ninety days after the date of enact-
ment of this section, provide for the approval under subsection. (¢) of
any plan. submitted prior to such date of enactment which he finds 13
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 scek
qualified applicants to conduet geological explorations, including core
and. test drilling. for oil and gas resources in. those arcas and subsurface
geological structures of the outer Continental Shelf which the Secre-
tary, upon, the basis of information availuble to him and advice of the
Geological Survey of the Department of the Interior, regards as hav-
ing the greatest likelihood of containing significunt oil ond gas
accumulations.

Skc. 12. Reservarions.—(n) The President of the United States
may, from time to time, withdraw from disposition any of the un-
leased 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.

(¢) All leases isstied 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 nuthority 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 all 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 Sccretary 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
be conducted on any part of the surface of such area except with the
concurrence of the Secretary of Defense; and if operations or produe-
tion under any lease theretofore issned 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
suspension 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) Al 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 be 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 are
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 PerroLeud Reserve Execurive Oroer 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.

Skc. 14. Prior CramMs Nor Arrectep.—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 any, 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 1n 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.

Skc. 15. Rerort 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 Ei'ith the administration of this Act during the preceding fiscal
year,

See. 15. Axyuar Rerorr ny Skcrerary ro Coxcrrss—Within siz
months after the end of cach fiscal year, the Secretary shall submit
to the President of the Senate and the Speaker of the House of Repre-
sentatives the following reports :

(1) A report on the leasing and production program in the
outer Continental Shelf during such fiscal year, which shall
inelude—

(A) a detalled accounting of «ll moneys received and
expended,;

(B) a detailed accounting of all exploration, exploratory
drlling, leasing, development, and production activities;

(C) a summary of management, supervision, and enforce-
ment activities,

(D) a list of all shut-in and flaring wells; and

(E) recommendations to the (‘ongress (i) for improve-
ments in. management, safety, and amount of production
from leasing and operations in the outer Continental Shelf,
and (i) for wvesolution of juvisdictional conflicts or
ambiquities.

(2) A veport, prepared after consultation with the Attorney
(Feneral, with recommendations for promoting competition in the
leasing of outer Continental Shelf lands, which shall include
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any recommendations or findings by the Attorney General and
any plans for implementing recommended administrative changes
and drafts of any proposed legislation, and which shall contain—

(4) an evaluation of the competitive bidding systems
permitted under the provisions of scction 8 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 per-
mitted under section 8 of this Act, and why such system or
systems should or should not beutilized;

(C) 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 mcasures and a« deseription
of any additional measures to encourage entry of new com-
petitors; and

(E) an evaluation of present measures and a description
of udditional measures to increase the supply of oil and. gas
to independent refincrs and distributors.

Skc. 16. Avprorrrarions.—There is hereby authorized to be appro-
priated such sums as may be necessary to carry out the provisions of
this Act.

Src. 17. Serarasinrry.—If any 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. Ouvrer Coxriyexrar Surtr Leasive ProGrav—(a) The
Secretary, pursuant to procedures set forth in subsection. (¢), shall
prepare and. periodically revise, and maintain an oil and gas leasing
program to implement the findings. purposes, and. policies of this Act.
T'he leasing program shall indicate as precisely as possible the size.
timing, and location. of leusing activity which will best meet national
encrgy needs for the five-year period following its approval. or veap-
proval. Such. leasing program. shall be prepared and maintained. in «
manner consistent with the following principles:

(7) Management of the outer Continental Shelf shall be con-
ducted in. a manner which. considers all of the economie, social,
and. environmental values of the renewable and nonrencwable
resources contained in. the outey Continental Shelf, und. the poten-
tial impact of oil und gas explovation on. other resource values of
the outer Continental Shelf and the marine, coastal. and. human
enrironments.

(2) Timing and location. of explovation, development, and
production. of oil and _gas among the ail- and gas-bearing physio-
graphic vegions of the outer Continental Shelf shall be based
on a. consideration of—

(A) eaisting information. concerning the geographieal,
geological, and ecological characteristics of such regions;

(B) an equitable sharing of developmental henefits and
environmental. risks among the various regions;
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(C) the location of such regions with respect to, and the
relative needs of, regional and national encrgy markets;

(D) the location. of such regions with respeci to other
uses of the sea and seabed, including fisheries, intracoastal
navigation, existing or proposed scalanes, 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) laws, goals, and policies of affected States;

(G) policies and plans promulgated by coastul States pur-
suant_to the Coastal Zone Management Act of 1972 (16
US.C. 151 et seq.);

(H) recommendations and adwvice given by any Regional
Outer Continental Shelf Advisory Board established pur-
suant to this Aet; and.

(1) whether the oil und gas producing industry has suf-
ficient resources, including equipment and capital, to bring
about the exploration, development, and production. of oil
and._gas in such vegions in an expeditious manner.

(8) T'he Seeretary 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
adverse impact on the coastal zone.

(4) Leasing activities shall be conducted to assure veceipt of
fair mavket value for the oil and gas owned by the Federal
Government.

(8) The leasing program shall include estimates of the appropria-
tions and. staff required to— » ,

(1) obtain. resource information and any other information
needed to prepare the leasing program vequired by this section;

(2) analyze and interpret the exploratory data and any other
Zv,form(m'on which-may be compiled under the authority of this
Act;

(3) conduct envivonmental baseline studies cnd prepare any
enzivonmental impuact statement required in. accordance with this
Act and with section 102(2) (C) of the National Enaivonmental
Policy Act of 1969 (42 T'.8.0. 4332(2)(Q)) ; ans.

(4) supervise operations conducted pursuant to each lease in.
the manner necessary to assure due diligence in the exploration
and. development of the lease avea and. compliance with. the ve-
quirements of applicable Ime and regulations. and with the terms
of the lease.

(e) (1) Within nine months after the date of enactment of this sec-
tion. the Secretary shall submit to the Congress and to the Attorney
(eneral, and publish. in the Federal Register, a proposed leasing pro-
gran.

(2) Within nincty days after the date of publication. of a proposed
ceasing program. the Attorney General shull submit comments on. the
anticipated cffects of such program upon competition. and any State,
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local government, Regional Quter ('ontinental 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 ond the Congress,
together with any comments received. Such submission shall indicate
. c.;/ any specific recommendation of the Attorney General or a State
or local government or Regional Advisory Board was not accepted.

(4) After the leasing program has been approved by the Secretary,
or after June 30, 197720hichever first occurs, no lease shall be issued
unless it 8 for-an-drea included in the approved leasing program and
unless it contains provisions consistent with the approved leas:
program, except that leasing shall be permitted to continue until suc
program is approved and for so long thereafter as such program is
ubnde:l judicial or administrative review pursuant to the provisions of
this Act. '

(@) 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 regilation, establish procedures for—

(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 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 innvolved in fish and shellfish
recovery, and recreational activities; and

(5) coordination of the programavith the management. program
being developed by any State for approrval pursuant to section
305 of the Coastal Zone Management Act of 1972 and to assure
consistency with the management program of any State which
has been approved pursuant to section 306 of such Act.

Such. procedures shall be applicable to any rvewision or reapproval of
theleasing 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. veport, or other informa-
tion) ahich may be necessary to assist him in preparing any envivon-
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 i3 pro-
wided. for in this Act, established by vegulation, or agreed. to by the
parties.

(9) T'he heads of all Federal departments and agencies shall. pro-
wide the Secrvetary with anu nonproprietary information. he requests
to assist him in preparing tke leasing program. In addition. the Sec-
retary shall utilize the existing capabilities and resources of such. Fed-
eral departments and agencies by appropriate agreement.
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Skc. 19. Recionar, Ourkr CoxTiNexTaL SHeLy Apvisory Bosrps—
(a) The Governors of coustal and affected States may establish
Regional Outer Continental Shelf Advisory Boards for their regions
with such membership as they may determine, after consultation with
the Secretary and the Seceretury 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 Ilcalth
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 Secretury on all matters rvelating to outer Continental Shelf oil
and gas development, including development of the leasing pr(oigram
required by section 18 of this Act, approval of development and pro-
duction plans required pursuant to section 25 of this Act, implementa-
tion of baseline and monitoring studies, and the preparation of en-
vironmental impact statements preparved 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—

(1) makes specific recommendations to the Seeretary regarding
the size, timing, or location. of a proposed lease sale or with respect
to a proposed development and production plan; and

(2) submits such vecommendations to the Secretary within
siaty 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 not consistent with national security or the overriding na-
tional intervest. For purposes of this subsection, « 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. T'o the extent that recom-
mendations from State (Governors or Regional Advisory Boards con-
flict with cach other, the Seervetary shall accept such recommendations
which he finds to be the most consistent with the national interest.
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 recommenda-
tions.

Ske. 20. Baseriyre axn Moxirorixe Srvpies—(a) (1) The Secre-
tary of Commerce, in cooperation with the Secretary, shall conduct
a study of any area or rvegion included in any lease sale in. ovder to
cstablish. 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 guch area or region.

(2) Fach study required by pavagraph (1) shall he commenced
not later than si» months 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 siz nonths prior
to the holding of a lease sale with respect to any area or region where
no lease sule has been held before such date of cnactment. The Seere-
tary of Commerce may utilize information collected in any studz
p)uzgr to the date of enactment of this section in conducting any suc
study.

(8) The Secretary of Commerce shall, ufter 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 eny development and pro-
duction. plan vequired by section 25 of this Act for any lease area.
Failure of the Sceretary 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 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.

(D) Subsequent to the leasing and developing of auny area or
region, the Secretary of Commerce shall conduct such additional
studies to establish baseline information as he deems mecessary and
shall monitor the human, marine, and coastal environments of such
area or region in a manner designed to provide time-series and duata.
trend information which can be used for comparison with uny pre-
riously collected data for the purpose of identifying any significant
changes in the quality and productivity of such environments, for
establishing trends in the arcas studied and monitored, and for
designing experiments to identify the causes of such. changes.

(¢) The Secretary of Commerce shall, by regulation, establish pro-
cedures for carrying out his duties under this section, and shall plan
and carry owt such duties in {ull cooperation with affected States. T'o
the extent that other Federal agencies have prepared environmental
impact statements, are conducting studies or are monitoring the affected
human, marine, or coastal envivonment, the Secretary of Commerce
may utilize the information derived therefrom in liew of divectly con-
ducting such. activities. T'he 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 Sceretary of
Commerce may by agreement utilize, with or without reimbursement,
the services, personnel, or facilities of any Federal, State, or local
gorvernment agency. '

(d) As soon as practicable after the end of each fiscal year, the
Secretary 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 Aet on the human.
marine, and coastal environments.

Sue. 21, 8arery Rearrarioxs—(a) (1) Safety requlations which ap-
Ply to the construction. and. operation of any fized structure and. artifi-
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ciad island on the outer Continental Shelf shall be promulgated and
periodically revised, Such regulations shall be developed by the Secre-
tary and—

Y (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

"(€) the Secretary of Labor or the Secretary of the Department
in which the Coast Guard is operating, or toth, 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 subjects listed in subsection (a) of this section. Not later than
nine months after the date of enactment of this section, the resulls
of such study and recommendations for improved safety regulations
shall be submitted to the Congress, the Secretary, and the Secretary .
of the Department inawhich the Coast Guardis operating.

(€) () Within one year after the date of enactment of this section,
the applicable Federal officials, in consultation with other affected
Federal agencies nad departments, shall complete a. review of exist-
ing safety regulations, consider the vesults and recommendations of
the study vequired by subseciion. (b), and promulgate a. complete set
of sufety regulations (which may incorperate outer Continental Shelf
orders) which shall apply to operations on. the outer Continental
Shelf or any region thereof. Any safety requlationin effect on the date
of enactment of this section. which such officials find should be. retained
shall be promulgated. pursuant to the provisions of this section, but
shall vemain in effect until so promidgated. No safety reqidation
(other than a field ovder) promadgated pursuant to this subsection
shall. veduce the degree of safety or protection to the environment
afforded by sufety regulations previously in. effect.

(2) Within sizty days after the date of snactment of this section,
the Secretary of Labor shall promadgate interim vegqulations or stand-
ards pursuant to the Oceupational Safety and Health Act of 1970 ap-
plying to diving activitics in the waters above the outer Continental
Shelf, and to other wunregulated 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 stundards are necessary. Such. regulations or standards
may be modified from time to time as necessary, and shall vemain in
effect until final regulutions or stunderds 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.

(€) The Secretary shall make available to any interested person a
compilation of all safety ond other regulations which are prepared and
promulgated by any agency or department of the Federal Government
and applicadle to activities on the outer Continental Shelf. Such com-
pilation shall be revised and updated annually.

Skc. 22. Exrorcenent—(a) The Secretary and. the Secretary o f 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 reguk,ztiom promulgated pur-
suant to this Act. All operations authorized pursuant to this Act shall
be reqularly inspected for purposes of enforcing applicable requlations.

(b) AL holders of leases and permits under this Act shall—

(1) Be responsidle 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.

(¢) 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— ,

(1) physical observation, at least twice each year, of all installa-
tions, fixed 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

(8) periodic onsite inspection without advance motice to the
lessee or permittee, to assure compliance with occupational and
public health, safety, or environmental protection requlations.

(@) (1) The Secretary of the Department in which. the Coast Guard
18 operating shall make an investigation and public report on each
major fire and each maijor 0il spillage occurring as a result of opera-
tions conducted pursuant to this Act. and he may. in his discretion,
make an investigation and report of lesser oil spillages. For purposes
of this sudsection, a major oil spillage is any spillage in one instance
of more than two hundred barrels of oil over a period of thirty days.
Al holders of leases or permits issued or maintained under this Act
ahall cooperate with such Secretary in the course of any such investi-
gation.
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(2) The Secretary of Labor shall 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.

(8) For purposes of carrying out their responsibilities under this
section, the Secretary, the Secretary of Labor, and the Secretary of
the Department in whick the Coast Guard is operating may be agree-
ment utilize, with or without reimbursement, the services, personnel,
or factlities of any Federal agency.

(e) The Secretary, the Secretary of Labor, or the Secretary of the
Department in whick the Coast Guard is operating shall consuder any
allegation from any person of the existence o{ 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 alleged violation exists and, if so, what
action has been or will be taken.

(f) In any investigation conducted pursuant to this section, the
Secretary, the Secretary of Labor, or the Secretary of the Department
in whick the Coast Guard is operating shall have power to summon
witnesses and to require the production of books, papers, 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, bgfore such investigation.

) The Secretary shall, after consultation with the Secretary of
Labor and the Secretary of the Department in which the Coast Guard
18 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.

(k) Subject to judicial review, whenever the Secretary finds, after
notice and a hearing, that the owner or operator 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 a clear and present danger to occu-
pational or public health, safety, or the environment; or

(2) has established an overall pattern of failing to comply, with-
out lawful justification, with regulations which are to assure the
mazimum, efficient, and safe development of such lease or leases;

the Secretary shall cancel any such lease or leases which are the subd-
ject matter of such violations.

Sec.23. Cirizey Svirs, CoUuRT JURISDICTION, AND JUDICIAL REVIEW.—
(a) (1) Ezcept as provided in this section, any person having aninter-
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est which is or can be adversaly affected may commence a civil action
on his own bohedf—

(A) against any person, including the United States, and any
other government instrumentality or agency for any alleged
violation of any provision of this Act or any regulation promul-

ated under this Act, or of the terms of any permit or lease issued

y 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
such official to perform any act or duty under this Act which s
not discretionary.

(2) Noactionmay be commenced—

(A) wndersubsection (a) (1) (A) of this section—

(2) 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

(é&) if such offcial or the Attorney General has com-
menced and s 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 amatter of right; or

(B) under subscction (a) (1) (B) of this section prior to sixty
days after the plaintiff has given notice of such action, in writing
under ouath, 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 pubdlic 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 as a.-matter of right.

(4) 4 court, in issuing any final order in any action brought pur-
suant to subsection (a) (1) or subscction (c) of this section,may award
costs of litigation, imncluding reasonable attorneys fees, to any party,
whenever such court determines such award 18 appropriate. The court
may, if a temporary vestraining order or preliminary injunction s
sought, require the filing of abond or equiva;:mt security in accordance
with the Federal Rules of Civil Procedure.

(8) Fxcept as provided. in subsection (c) of this section, nothing in
this section shall 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 seck any other relief, including relief against the appropriate
Federal official.

(b) Eacept as provided in subsection. (¢) 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 C'ontinental Shelf which involues 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 vesources, 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
i 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.

(¢) (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, require modification of,
or disapprove any caploration 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 cireuit in which an affected State
18 located.

(8) The judicial review specified in paragraphs (1) and (2) of
this subsection shall be availuble only to @ person who (A) partici-
pated in the administrative proceedings related to the actions specified
n such paragraphs, (B) is adversely affected or aggrieved by such
action, (C') files a petition for review of the Secretary’s action within
siwty days after the date of such action, and (D) promptly transmits
copies of the petition to the Secretary and to the Attorney General of
the United States.

(4) 4dny action of the Secretary specified in paragraph (1) or (2)
shall only be subject to rewiew pursuant to the provisions of this sub-
section, and shall be specifically excluded from citizen suits which ave
permitted pursuant to subsection (a).

(6) The Secretary shall file in the appropriate court the record of
any pudlic hearings requirved by this Act and any additional informa-
tion upon which the Secretary based his decision, as requirved by sec-
tion 2112 of title 28, United States (ode. 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 reluted. 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. T'he court may afirm, vacate, or modify any order
or decision or may remand the proceedings to the Secretary for such
further action as it may direct.

(7) Upon the filing 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 final, 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. Rexrpirs axp Pexarries—(a) At the request of the Secre-
tary, the Secretary of Labor, or the Secretary of the Department in
which the Coast Guard is operating, the Attorney General or ¢ United
States attorney shall institute a ciril action in the district court of the
United States for the district in which the affected operation is located.

70-812 0 - 78 = 15
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Jor 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.

(5) If any person 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
810,000 for each day of the continuance of such fuilure. T'he Secretary
the Secretary of Labor, or the Secretary-of the Department in which
the Coast Guard is operating, as applicable, may assess, collect, and
compromize any such penalty. No penalty shall be assessed until the
7)::23@ charged with a violation has been given an opportunity for a

ring. .

(¢) Any person who knowingly and will fully (1) violates (m% pro-
vision of this Act, or any regulation or order issued under the authority
of this Act designed to protect occupational or public health, safety,
or the environment or conserve natural resources, (2) makes any false
statement, representation, or certification in any application, record,
report, or other document filed or required to be maintained under this
Act, (3) falsifies, tampers with, or rendcrs inaccurate any monitoring
device or method of record requirved 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 « fine of not more
than $100,000, or by imprisonment. for not more than ten years, or
both. Fach day that a violation under clause (1) of this subsection
continues, or each day that any monitoring device or data recorder
remaina inoperative or inaccurate because of any activity described in
clawse (3) of this subsection, shall constitute « separate violation.

(d) Whenever a corporation or other entity is subject to prosecu-
tion under subsection. {¢) of this section, mzly officer or agent of such
corporation.or entity who knowingly andwillfully authorized, ordered,
or carried out the proscribed activity shall be 8:129’6&& to the same fines
or imprisonment, or both, us provided for under subsection (¢) of this
section.

(¢) The remedies and penalties prescribed in this section shall be
concurrent and cumadative and the ezercise of one shall not preclude
the exercize of the oskers. Further, the remedies and penaltics pre-
scribed in this section shall be in. adidition. to any other remedies and
penalties ufforded by any other law or regulation.

See. 85, 011 axp Gas Deveroruryr axp Prooucriov—{a) (1) Prior
to development and. production pursuant to an. oil and gas lease issued
under thix Act after the date of enuctment of this section, or pursuant
to an ¢il and gas lease issued under this Act and outstanding on the
date of enactment of this section, with respect to avhich development
and. production has nat yet commenced, the lessee shall submit a de-
velopment. and production. plan. (heveinafter in ihis section referved
fo ua & “plan) t'the Secretary, for approval pursuant. to this section.

(2) A plan shall be accompanied by a stetement. describing oll fa-
cilities and operations other than those on. the outer Continantal Shelf
proposed by the lessee and known by him. (whether or not cwned or
operated: by such lessee) which will be constructed. or utilized in the
development or production of oil or gas from. the lease arca, inchuling
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the location and site of such. facilities and operations, the land, labor,
material, and enerqy requirements associated with such facilities and
operations, and all environmental and safety safeguards to be
implemented.

(3) Laxcept for interpretive data, which, pursuant to requlations
prescribed by the Seeretary, constitute confidential or privileged infor-
mation, the Sceretary, within ten days after receipt of a plan and
statement, shall () submit such plan and statement to the Governor
of any affected State and to any appropriate Regional Quter Con
tinental Shelf Advisory Board esta lz’ahcd pursuant to scction 19 of
thiy 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 enuctment of this section, no oil und gas lease
may be wsued pursuant to this Act unless such lease requires that de-
selopment. and production of reserves be carried out in accordance
with a plan which complies with. the requirements of this section.

(¢) A planmay 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 specificwork to be 7)e7'orme(l s

(2) « description of dll offshore facilities and operations pro-
posed by the lessee or known by him (whether or not owned or
operated by such lessee) to be directly related to the proposed de-
wvelopment, including the location and size of such /acz’ ities and
operations, and the land, labor. material, and energy require-
ments associated wwith. such. facilities and operations;

(3) the environmental sufequards to be implemented on the
outer ([ ‘ontinental Shelf and how such safequards arve to be imple-
menied;

(4) all sfety standurds to be met and how such standards are
to bemet;

(5) unexpected rate of decelopment and production and a time
scheduvle for performance; and

(6) such other relevant information as the Secretary may by
regulationrequire.

(d) (1) After review of a plan submitted pursuant to this section
in accordance wtih the National Environmental Policy Act of 1969
(42 U.S.0" 4321 et seq.), the Secretury shall declare his findings as
to whether development and production pursuant to the lease or set
of leases (whick set includes such. lecse and other leases whick cover
cdjucent or nearby areas to the area covered by such lease) 18 a major
Federal action,

(2) The Secretary shall 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 gas, declare
development and production. pursuant to a lease or set of leases to be
a major Federal action.

(8) T'he Secretary may requirve lessees on adjacent or nearbdy leases
to submit preliminary or final plana for their leases, prior to or im-
mediately after o Jetermination by the Secretary that the procedures
under the National Environmentul 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 Boand,
any appropriate interstate regional entity, and the executive of any,
affected local government area, for review and cominent, and slzalé
make such draft available to the gencral 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 Regional Outer Continental Shelf Advisory Board, and
the executive of any affected local government area shall have ninety
duays from receipt of the plan from the Secretary to submit comments
and recommendations. Such comments and recommendations shall be
made available to the public wpon request. I'n. addition, any interested
person may submit comments and. recommendations.

(9) (1) After reviewing the record of any public hearing held with
respect to a plan pursuant to the National Environmental Policy Act
of 1969 or the comments and recommendations submitted under sub-
section (f) of this section, the Secretary shall, within sinty days after
the release of the final environmental impact statement prepared pur-
suant {o the National Environmental Policy Act of 1969 in accordance
with subscction (d) of this section, or one hundred and twenty days
after the period provided for .comment under subsection (f) of this
section, approve, disapprove, or require modifications of the plan. T'he
Secretary shall require modification of a plan if he determines that
the lessee has failed to make adequate provision in. such. plan. for sofe
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 practicadble, consistent with
the coastal zone management. programs of affected States approved
pursuant to section 306 of the Coastal Zone Management Act of 1972
(16 US.C. 1455) y and with any valid exercise of authority by the State
involued 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, (B) if the plan is not and cannot be made, to the marimum
extent practicable. consistent with the coastal zone management. pro-
grams of affected States approved pursuant to section 306 of the
Coustal Zone Menagement Act of 1972 (16 U'.S.C. 1455), or with any
valid exercise of authovity by the State involved or any political sud-
division thereof, or (C') if because of exceptional geological conditicns
in the lease area, exceptional resource values in the marine or coastal
environment, or other exceptional circumstances, the proposed plan
cunnot be modified to insure a safe opervation. I'f a plan. is disapproved
under clause (') of this 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 intevest thereon. from. the
date of payment to the date of veimbursement, end for oll divect ca-
penditures made after the date of the issuance of such. lense and in
connection with exploration or development pursuant to the lease.

(2) The Secretary shall, from time to time, review each plan. ap-
proved under rhis section. Such review shall be based upon. changes
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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 rubsection, the Secretary shall require
such revision.

() 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 lessce, 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.

(7) Whenever the owner of any lease fais to submit a plan in
accordance with requlations 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 because of failure to comply with an approved
plan, including required modifizations or revisions, shall not entitle
alessee to any compensation.

Sre. 26, Ovrer Coxrivexrar Surrr Q1L axp Gas INFORMATION
Procrax.—(a) (1) (d) Any lessee or permittee conducting any explo-
ration for, or development or production. of, oil or gas pursuant to
this Act shall 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.

(B) If an interpretation provided pursuant to subparagraph (A)
of this paragraph. is made i good faith. by the lessee or permittee,
such lessee or permittec shall not be held responsible for any conse-
quence of the use of or reliance upon such interpretation.

(C) Whencuver any data is provided to the Secretary, pursuant to
subparagraph (A) of this paragraph—

1) by a lessee, in the form. and manner of processing which
18 utilized by such. lessee in the normal conduct of his business,
the Secretary shall pay the reasonable cost of reproducing such
data; and

(12) by alessee,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 as he may prescribe.

(2) Each Federal agency shall provide the Secretary with any
data obtained by such Federal agency conducting exploration pursu-
ant to section 11 of this Act, and any other information which may be
chessar_y or useful to assist him.in carrying out the provisions of this

ct.



224

(5) (1) Information provided to the Secretary pursuant to subsec-
tion (a) of this section shall be processed, analyzed., and interpreted by
the Sceretary 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 18 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 vil and. gas reserves
in.arcas leased or to be leased, (B) the size and timing of development
if and when oil or gas, or both, is found, (C) the location of pipelines,
and (D) the general location and nature of onshore facilities.

(¢) The Secretary shall prescribe requlations to (1) assure that the
condﬁdentz'alz'ty of privileged information received by the Secretary
under this section will be maintained, and (2) 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 aﬁectedpgtate or any Regional
Advisory Board unless the lessce, or the permittee and all persons to
whom such permiitee has sold such information under promise o} con-
fidentiality, agree to such transmittal.

(@) (1) The Secretary shall transmit to any affected State and any
appropriate Regional Advisory Board—

(A4) acopy of all relevant actual or proposed programs, plans,
reports, environmental impact statements, tract nominations (in-
cluding negative nominations) and other lease sale information,
any similar type of relevant information, and all modifications and
revisions thercof 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 thie section, the Gov-
ernor 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
ingpection shall be subject to applicable requivements as to confiden-
tiality awhich are set forth in regulations prescribed under subsection
(¢)y of this section,

(e) Any provision 3{ 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.

(f) If the Secretary finds that any State cannot or does not. comply
with the requlations issued under subsection (c¢) of this section, he shall
thereafter withhold transmittal of privileged information 1o such
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State until he finds that such State can and will comply with such
regulations,

(9) The reiulatiom prescribed pursuant to subsection (c) of this
section, and the provisions of subsection 562(b) (9) of title 5, United
States Code, shall not apply to any information obtained in the con-
duct of geological or geo]z;yaz'cal explorations by any Federal agency
(or any person acting under a service contract with such agency),
pursuant to section 11 of this Act.

Sec. 27. Feperar Purcuask axp Disposirion or Ot avp Gas—(a)
(1) Ezcept 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 this 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
1624 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 requlated price applies, at the fair market value at the
wellkead of the oil and gas saved, removed or sold, except that any oil
or gas obtained by the United Stales as royalty or net profit share shall
be credited against the amount that may be purchased under this
subsection.

(3) T'itle 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 ?:ase 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 of such oil in amounts and at
prices determined by such provision, or requlations issued in accord-
ance with such provision, may offer to the public and sell by competi-
tive bidding for not more than its requlated price, or, if no regulated
price applies, not less tham. its fair market value any part of the oil
(A) odtained 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 Enerqy 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

rofit share accruing or reserved to the United. States pursuant to any
ease 18sued 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 salc of such oil, or may equitably allocate such oil among
the competitors for the purchase of such oil, at the regulated price, or
if mo regqulated. 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 leaat thirty days in advance of such sale. Such notice shall include



226

ualifications for participation, the amount of oil to be sold, and any
imitgzon in the amount of oil which any participant may be entitled to
rchase.

(3) Whenever a provision of law is in effcct which provides for the
mandotory 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.

(e) (1) E'xcept 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 part
of the gas (A) obtained by the United States pursuant to a lease as
royalty or met profit share, or (B) purchased by the United States
pursuant to subsection (a) (2) of this section.

(2) Whenever, after consultation with. and. advice from the Ad-
mirastrator of the Federal Energy Administration and the Chairman
of the Federal Power Commission, the Secretary determines that an
emergency shortage of natural gus i threatening to cause severe eco-
nomic or social dislocation in any region of the United States and
that such region can be <érviced in practical, feasible, and efficient
manner by royalty, net profit share, or purchased gas obtained pur-
suant to the g)rovzsz'om 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 requlated price, or, if no regulated price
applies, less than its fair market value. Prior to allocating any gas
pursuant to this paragraph, the Secrvetary shall consult with the
Federal Power Commission.

(2) The lessee shall take any Federal oil or gas for which no ac-
ceptable bide are received, as determined by the Secretary, and avhich.
18 not transferred pursuant to subsection (a)(3) of this section, and
shall pay to the United States a cash amount equal to the requlated
price, ory if no requlated price applies, the fair market value of the oil
or gas 3o obtained. In the event that net profit share o0il or gas produced.
pursuant to the bidding system authorized in subparagraphs (@) and
(H) of section 8(a) (1) 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.

Z:; Asused in this section—

(1) the term “regulated price” means the highest price—

(A) at which Federal oil may be sold pursuant to the
E'mergency Petrolewm. Allocation Act of 1978 and any rule
or order 1ssued 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
1ssued 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.
sels a price (or manner for determining a price) for oil or
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gas produced pursuant to a lease or permit issued in accord-
ance with this Act; and

2) the term “small refiner” means an owner of an existing

refinery or refineries, including refineries not in operation, w

gwliﬁea as a small business concern under the rules of the Small

usiness Administration and who is unable to purchasc in the open

market an adequate supply of crude oil to meet the needs of his
existing refinery capacities.

(f) 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 section 12(b) of this Act.

Skc. 28. Livirarioxs ox Exrorr—(a) Except as provided in subd-
section (d), any oil or gas produced from the outer Continental She‘ll
shall be subject to the requirements and provisions of the Export Ad-
ministration Act of 1969 (50 App. U.S.C. 2401 et seq.).

b) Before any oil or gas mgject 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 exyress 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.

(¢) The President shall submit reports to the Congress céntainin%
findings made under this section, and after the date of receipt of suc
report C'ongress shall have a period of sizty calendar days, thirty days
of which Cangress must have been in session, to consider whether
‘exports under the terms of this section are in the national interest. I'f
the Congress within such. time period passes a concurrent resolution of
disapproval stating disagreement awith the President's finding con-
cerning the national interest, further exports made pursuant io such
Presidential findings shall cease.

(@) The provisions of this section shall not apply to any oil or gas
which 18 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-
eign state and reenters the United States.

COASTAL ZONE MANAGEMENT ACT OF 1972
' (Public Law 92-583)

* * * * s * L]

DEFINITIONS

Srkc. 304. For the purposes of this title—

(a) “Constal zone™ means the coastal waters (including the lands
therein and thereunder) and the adjacent shorelands (including the
watérs 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 rcenta%:s of sea water, including, but not
limited to, sounds, bays, lagoons, bayous, 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-
¥osea of this title, the term also includes Puerto Rico, the Virgin

slands, Guam, and American Samoa.

(d) “Estuary” means that part of a river or stream or other body
of water having unimi)aired 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.

éf) “Secretary” means the Secretary of Commerce.

) “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, seti* » forth objectives, policies, and
stan;lsirds to guide public and privai. 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 .mct‘)r[‘;omted In any program as required by the provisions of
section 30 (f). o .

(1) “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).

(7) “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, cxpansion
or operation of any energy fam‘litiea made necessary by such explora-
tion or development.

. (k) “Energy facilities™ means new facilities or additions to exist-
ing facilities—
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(1) which are or will be directly used in the extraction, con-
version, storage, transfer, processing, or transporting of any
energy resource; or o

(2) which are or will be used primarily for the m%ctum,
production, or assembly of equipment, machinery, products, or
devices which are or will be directly involved in any actwit
described in paragraph (1) of this subsection and which will
serve, smpact, or otherwise affect a substantial geographical area
or substantial numbers of people. ) .

T he term includes, but is not limited to (A) electric generating plants;
(B) petroleum vefineries and associated facilities; (C) gasification
plants; liquefied natural gas storage, transfer, or conversion facilities;
and uranium enrvichment or nuclear fuel processing facilities; (D)
outer Continental Shelf oil and gas ewploration, 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 Ffam‘lz’tz’ea for offshore loading
and marine transfer of petroleum; (F) pipelines and transmission
facilities; and (G) terminals which are associated with any of the
foregoing.

(? “’;’gublic facilities and public services” means any services or
facilities whick 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,
1waste collection and treatment, schools and education, hospitals and
health care, 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
publio service which is financed in whole or part by taxes, and such
term includes, but is not limited to, any school district, fire district,
tratgapég{tatimz authority, and any cther special purpose district or
authority.

(n) “Net adverse impacts®™ means the consequences 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—

(1) rapid and significant population changes or economic de-
velopment requiring expenditures for pudblic facilities and public
services which cannot be financed entirely through. its usual and.
reasonable means of generating state and local revenues, or
%hro};tyh. a-;:az’labila’ty of Federal funds including those authorized

y thia 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 authorized by this title.

(0) “Coustal energy activity” means any of the.following activities
if it s carried out in, or has a significant effect on, the coastal zome
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 the location, construction, expansion, or operation of sup-
porting equipment and facilities limited to exploratory rigs and
vessels; production platforms; subseca completion systems; ma-
rine service and supply bases for rigs. drill ships, and supply
vessels; pipelines, pipelaying vessels and pipeline terminals, tanks
recetving oil or gas from the outer Continental Shelf jor ‘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 the
foregoing or madc 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, 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 assoctated 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 t/Z:e
Deepwater Port Act (33 U.S.C. 1501-152}).

L] * * . » * *
COASTAL ENERGY ACTIVITY INMPAGT PROGRAM

Skc. 308. (a) (1) The Secretary shall make a payment for each
fiséal 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 following 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 outer Continental
Shelf acreage which is leased by the Federal Government in that
year;

(B) the proportion which the mumber 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 1wells drilled in that year on outer Continental Shelf
acreage leased by the Federal Government;

(C) the proportion which the volume of o0il and matural gas
produced in that year from outer Continental Shelf acreage which
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8 adjacent to such state and 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
%roduced from outer Continental Shelf acreage leased by the

ederal Government and first landed in such state in that year
beors to the total volume of oil and natural gaa oduced 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 subd-
contractors; and

(F) the proportion which the onshore capital investment whick
18 made during that year in such state and which is required to
directly azfport 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 ;g'lzelf lying on that state's side of extended seaward
boundaries determined as follows: (A) In the absence of seaward
lateral boundaries, or any portion thereof, clearly defined or fized by
interstate compacts, agreements, or judicial decree (if entered into,
agreed to, or issued. before the effective date of this paragra{h), 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 Contiquous Zone. (B) If searvard lateral
boundaries have been clearly defined or fized by interstate compacts,
agreements, or judicial decree (if entered into, agreed to, or issued be-
Jore the effective date of this paragraph), such boundaries shall be ez-
:i:tded on the basis of the principles of delimitation used to establish

m. :
(3) The Secretary shall have the responaibility for the compilation,
evaluation, and calculation of all relevont data required to determine
the amount of the payments authorized by this subsection and shall,
bu requlations promulgated in accordance with section 653 of title 5,
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 calevlating the proportions set forth in paragraph
(7) of this subsection, payments made for any fiscal year shall be dased
on data from the immediately preceding fiscal year, and data. from the
transitional quarter beginning July 1, 1976, and ending September 30,
;;772“, shall be included. in the data from: the fiscal year ending June 30,
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(4) E'ach coastal state receiving payments under this subsection shall
use the moneys for the following purposes and in the following order
of priority:

(4) The retirement of state and local bonds, if any, whick 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 and 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
unigque or unusually vah:able ecological or recreational resources
remlm grom outer Continental Shelf activity.

(6)1t s e 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 hercin by utilizing procedures
‘pursuant to section 312 of this title. The United State: shall be en-
titled to recover from any coastal state that portion of any payment
received by such state under this subsection which—

(4) 78 not expended by such state before the close of the
‘fiscal 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 paragraph (4) of this subsection.

(6) For purposes of this subsection, there are hereby authorized to
be appropriated funds not to exceed $50,000000 for the fiscal year
ending September 30, 1977; $50,000000 for the fiscal year ending
September 30, 1978; $75000,000 for the fiscal year ending Septem-
ber 30, 1979; 8100000000 for the fiscal year ending September 30,
1980; and $125,000,000 for the fiscal year ending September 30, 1981.

(7) It 18 the intent of Congress that each state receiving payments
under this subsection shall, to the maximum ewtent practicable, al-
locate all or a portion of such payments to local governments thereof
and that such allocation shall be on a basis which is proportional to
the extent to which local governments require assistance for purposes
as provided in paragraph (4) of this subsection. In addition, any
coastal state may, for the purposes of currying 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 of the Demonstra-
tion Cities and Metropolitan Development Act of 1966, (B) any
regional agency, or (C) any interstate agency. No provision. in this
subsection shall relieve any state of the responsibility for insuring
that any funds allocated to any local government or other agency
shall be applied in furtherance of the purposes of this subsection.

(8) (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 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 economie, social, and environmental consequences
which- are resulting or are UWkely 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
2one 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.

(¢) 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 shal

(1) include ap}:)ropriate criteria for determining the amount
of a grant and the general range of studying and planning ac-
tivities for which grants will be prom'dedy under subsection (b)
(1) of this section;

(2) specify the means and criteria by which the Secretary
shall determaine whether a state’s coastal zone has, or will suffer,
net adverse impacts;

(8) include criteria for calculating the amount of a grant
under subsection (b)(2) of this section, which criteria shall in-
clude consideration of —

(A4) offsetting benefits to the state’s coastal zone or a politi-
cal subdwvision theveof, including but not limited to, increased
revenues;

(B) the state’s overall e{orta to reduce or ameliorate net
adwerse 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 mazimum extent practicable, to reduce or
ameliorate such net adverse impacts;

(C) the state’s consideration of alternative sites for the
coastal energy activity which wowdd 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 inwhole orin part to reduce
or ameliorgte net-adverse impuacts of coastal energy activity;

In developing régulations under this section, the Secretary shall con-
aidt with the appropriate Federal agencies, which upon request, shall
assist the Secretary in the formulation of the regulations under this
subscction on @ nonreimbursable basis; with representatives of appro-
priate state and local governments,; with commercial, z’mluam’alz: and
environmental organizations; with public and private groups; and
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with any other appropriate organizations and persons with knowledge
or concerns regarding adverse imyicts and benefits that may affect ¢
coastal zone.

(d) All funds appropriated to carry out the purposes of subsection
(b) 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 Sccretary as « revolving fund for carrying
out such purposes. G'encral expenses of odministering this section may
be charged to the fund. Moneys in the fund may be deposited ininterest-
bearing accounts or invested in bonds or other obligations whick are
guaranteed as to frincz’pal and interest tc the United States.

(€) There are hereby authorized to be appropriated to the Coastal
Energy Activity Impact Fund such sums not to exceed $125.000,000
for the fiscal year ending September 30,1977, and for ecach of the next
four succeeding fiscal years, as may be necessary, whick shall remain
available until expended.

j) 1t ix the intent of Congress that each state receiving any grant
under paragraph (1) or (2) of subsection (c) 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 'iZLIzaacta resulting from coastal energy activities and such allo-
cation shall be on a basis which is proportional to the extent of such
net adverse impact. In addition, any coastal state mnay, 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 1966,
(2) any regional agency, or (3) any interstate agercy. No provision
insubsection (b) of this section shall velieve a.state of the responsibility
for insuring that any [zmds 80 allocated to any local government or
any other agency shall be applied in furtherance of the purpoces of
such. subsection.

(9) No coastal stute is eligible to receive any payment under subsec-
tion (a} of this section, or any yrant under subsection (b) cf this sec-
tion unless such state—

(1) 18 receiving a program development grant under section
305 of this title, or is making satisfactory progress, as determined.
by the Secretury, toward the development of a coastal z¢ne man-
agement program, or has such a program approved pursuant to
section. 306 of this title; and

(2) has demonstrated. to the satisfaction of, and has provided
udequate assurances to, the Secretary that the proceeds of any
such payment or grant will be used o @ manner consistent with
the coastal zone management program being developed by it, or
with its approved program, conaistent with the goals and objec-
tives of this title.

STATE AND LOCAL GOVERNMENT ROND GUARANTELS

Sxe. 309. (a) The Secretary is authorized, in accordance with such
rules as he shall prescribe, to make commitments to lquaranteo and to
guaranice the payment of interest on and. the principal balance 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-
scction (0) of this section.

(b) A bond or other evidence of ind " tedness may be guaranteed
under this scction only if it is issued by a coastal state orunit 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.

(¢) Bonds or other cvidences of indebtedness guaranteed under this
scction shall be guaranteed on such terms and conditions as the Secre-
tary shall preseribe, cxcept 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-
tions without the guarantee;

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

(3) the aggregute principal amount of the obligations which
miay be guaranteed. under this section on behalf of « coustul state
or a it of general purpose local government and outstanding at
any one time may not exceed $20.000,000;

(4) thecggregale principal amount of all the obligations which
may- be guaranteed wnder this section and outstanding at any
one time mey not exceed. $200,000,000

(5) mo guarantee shall be made unless the Seeretary determines
that the honds or other eviderces of indebtedness will—

(A) be issued only to investors approved by or meeting
requirements prescribed by, the Secretary, or, if an. offering
to the public is contemplated, be underwrittenupon terms and
conditions approved by the Secretary;

(B) bear interest at a rate satisfuctory to the Secretary,

(C) contain. or be subject to repayment, maturity, and
other provisions satisfuctory to the Secretary; and

(7)) contain or be subject to provisions awith respect to
the protection of the security interest of the United States;

(6) the approval of the Secretury of the T'reasury shall be re-
quired with respect to .any guarantee made under this section,
except that the Secvetary of the Treasury may waive this vequire-
ment with respect. to the issuing of any such obligation. iwhen he
determines that such issuing does not have a significant impact
on the market for Federal Governmeént and Federal Government-
quaranteed securities

(7) the Sezretary determines that therve is reasonadble assur-
ance that ths issuer of the evidence of indebtedness will be able to
make the payments of the principal of and interest on such evi-
dence of indebtedness; and

(8) mo guarnntee shall be made after September 30, 1981.

(4) (1) Prior to the time when. the first bond or other evidence of
indebtedness is guavanteed under this section, the Secretury shall pub-
lish.in the Federal Register a list of the proposed terms und. conditions
under which bonds and. other evidences of indebtedness will be guar-
anteed under this section. For at least thirty days following such pub-
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lication, the Sceretary shall receive, and give consideration to, com-
ments from the pubiic concerning such terms and conditions. Follow-
ing this 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 imitial guar-
‘anteec made under this scction may not be conducted uniil thuity
days after the final list of terms and conditions s published.

(2) Prior.to making any amendment to such final list of terme and
conditions, the Secretary shall publish such amendment in the Federal
Register and receive, and give consideration to, comments from the
7mglip' for at least thirty days following such publication. Following
this period, the Sccretary shall publishin the Federal Register the final
form of the amendment, and such amendment shall not become effec-
tiveuntil thirty duys after this publication.

() The full faith and credit of the United Stotes is pledged to the
payment of all guarantees made under this section with respect to
principal, interest, and any redemption premiums. 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.

(f) T'he Secretary shall prescribe and collect a jee in connection
with guarantees made under this section. T'his fee may not exceed
the amount which the Secretary estimatees to be necessary to cover
the administrative costs o{' carrying out this section. Fees collected
under this subsection shall be deposited in the revolving fund estad-
lished under subsection (7).

(9) With respect to any obligation guaranteed wnder this section,
the interest payment paid on such obligation and received by the pur-
chaser thercof (or his successor in interest) shall be included in. gross
1?%514: from the purpose of chopter 1 of the Internal Revenue Code
o 4.

(A) (1) Payments required. to be made as e result of any guarentee
made under this section shall be made by the Secretary from funds
which may be appropriated to the revoluing fund estabiished by sub-
section () or lfrom funds obtained from. the Secretury of the T'reasury
and_deposited in such revolving fund pursuant to subsection (i) (2).

(8) 1f there is a defawlt 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 this section, any holder of such bond or other evi-
dence of indebtedness may demand payment by the Secretury of the
unpaid interest on and the unpaid principal of such obligation as
they become due. The Secretary, after investiguting 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 has been remedied. ;} 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 ¢/ 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 coustal state or
unit of general purpose local government under section 308(a) of
this title, the Secretary shall, in liew of paying such coastal state or
unit of general purpose local government such revenue, deposit such
revenue in the revolving fund cstablished 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 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 (3). .

(2) (1) The Secretary shall cstablish a revolving fund to provide
for the timely payment of any liability incurred as a result of guar-
antecs made wnder this section, for the payment of costs of administer-
ing ikis section, and for the payment of obligations issued to the
Secretary of the T'reosury under paragraph (2) of this subsection.
This revolving fund shall be comprised of—

A) recerpts from /'eca collected under this section;
B) recoveries under security, subrogation, and other rights;
0’; reimbursements, interest income, and any other receipts
obtained in connection with guarantees made under this section;
(D) proceeds of the obligations issued to the Secretary of the
T'reasury pursuant to paragraph (2) of this subsection; and
(E) such sums as may be appropriated to carry out the pro-
wigions of this scction.
Funds in the revolving fund not currently needed for the purpose
of this section shall be kept on deposit or invested in obligations of
the United States or guaranteced thereby or in obligaticns, partici-
pations, or other instrugents which are lawful investments for
fiduciary, trust, or public’ funds.

(2) The Secretary may, for the purpose of carrying out the func-
tions of thiz section, issue obligations to the Secretary of the T'reasury
only to such extent orin such amounts as may be provided in appropri-
ation Acts. T'he obligations issued under this paregrapl shall have
such maturities and bear such rate or rates of interest as shall be de-
termined by the Secretary of the T'reasury. The Secretary of the
T'reasury shall purchase any obligation so issued, and for that purpose
heis authorized te use as a public debt transaction. the proceeds z'om
the sale of uny security issued under the Second Liberty Bond Act,
and the purposes for which securities may be issued. under that Act
are extended to include purchases of the obligations hereunder. Pro-
cevds obtuined by the Secretary from the issuance of obligations under
this paragraph shall be deposited in the revolving fund estudlished
inparagraph (1).

(3) T'here ure authorized to be appropriated to the revolving fund
such sums us may be necessary to carry out the provisions of this,
section, ’

(4) Funds may be obliguted for purposes stated in subsection (i)
only to the extent provided in appropriations Aets.

(7) 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-



238

ness permit the General Accounting Office to audit, under rules pre-
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 “unit of general purpose
local government” shall mean any city, county, town, townskip, pariah,
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.

(2) Notwithstanding any other provision of this section, the author-
ity to make gquarantees or commitments to guarantee under this section
8hall be effective only to the extent provided in appropriations Acts
enacted after the date of enactment of this seotion.

PUBLIC HEARINGS

Skc. [308] 370. 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 develo‘)ed, they shall be made available to the public as they
become available to the agency.

’ REVIEW OF PERFORMANCE

Src. [309] 371. (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 adhers 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

program. ‘
RECORDS

Sec. [310] 312. (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
bydother sources, and such other records as will facilitate an effective
audit.

(b) The Secretary and the Comptroller General of the Ilnited
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] 313. (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 of not more than fifteen persons designated bﬁ 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 proglems involving management, use, conserva-
tion, protection, and development of coa<tal 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 homes
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.

ESTGARINE SANCTUARIES

Skc. [312] 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.

ANNVGAIL REPORT

Skc. [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 jdentification 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 maior 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 1ssued by the
Secretary or 1n 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 Sec_etary deems necessary
toachieve 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, a}:er 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
re;i'ulations as may be necessary to carry out the provisions of this
title. ‘
AGTHORIZATION OF APPROPRIATIONS

Skc. [315).317. () 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 303, 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.
1 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 Qil 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,
to this end, the emergence of this report with these findings should
o?‘e}r a )lalt_form 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
cleven major concerns I had with the bill. During the markup of the
legislation, I raised these concerns in the form of amendments and
find it necessary to raise the deficient points still found in'the bill.

The purposes as set forth in H.R. 6218 refer to making oil and
natural gas resources available to meet the Nation’s energy needs as
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, 1
have attached a summary of new OCS regulations required or author-
ized under ILR. 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 goveri.iaut, but also to various State parties. Throughout our
travels this past year, 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 will
experience any impact from OCS energy activities. At no time during
our hearings was the 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 chan

In economic, or social environment. I support this concept wholly. I
must oppose, however, the release of any interpretive data which can
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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 numters of individuals who woufd have access to it. There
is a limit as to how far we as a government can go in appearing to

rovide the air of openness in our operations, and certainly this Jimit
1s overstepped by forcing the Yrivaw sector to provide, to all, the very
lifeline of their operations and competitive edge in dealing with other
industries.

1 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 scems 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 retroactivity 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 efluents. A five-percent
reduction in oil pollution from either of these sources would have a
more ﬂposil;ive 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 of petroleum.” 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 feasibiilty studies or working tests.
The Secretary of the Interior sf;ould be encouraged to perfomn 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 matter~which 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 remﬁt. 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 responsi{)le 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-range
alternative, if any, to the present %e(leml regulations governing their
daily operation. In doing this, we must keep uppermost in mind that
the short-term political epinions of today niust not dictate our actions
to create o 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 congdent 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,
Joux Breavux.

New OCS Rrgurartions ReQuirep or Avrnorized Uxper H.R. 6218

(As ordered reported) .
See. 5—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.

9. 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 .S, under Sec. 8.

5. The use of different bidding systems under Sec. 8.
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'8. The preparation and submission of annual reports to the Con-
gress under Sec. 15. T S .

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
Boalrd%J under Sec. 19. : 3 arill =

11. Unitization, pooling and drilling agreements.

12. Subsurface storagegof oil and ggs. gree

13. Drilling or easements necessary for exploration, development
and production. -

14. Prompt and efficient exploration and development of a lease
ares.

Sec. 8 (Sec. 205 of the Bill)—Revision of Bidding and Lease Admin-
istration '

New regulations governing:

1. Calculation of net profits under some of the altcrnative bidding
systems.

2. Return of bids, submitted under two of the “working interest”
biddirig 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)—OCS 0il and Gas Exploration

New regulations governing:

1. Details of exploration plans required of individual lessees.

2. (eneral statement of development and production intentions,
which is to accompany the exploration plan.

3. Permiits to drill'a well under an exploration .plan.

Sec. 18—0CS Leasing Program |

New regulations governing procedures:for: . ‘

1. Receipt and consideration of nominations -for any area to-be
offered for lease or to be excluded from leasing. o

2. Public notice of and participation in development of the leasing
program. ) T

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 organizations 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. N
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-
Eelr)lé. in which the Coast Guard is operating and the Secretary of

abor.)

2. Safety regulations to agply 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—FEnforcement

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. 29—Citizen Suits, ete.

New regulations relating to:

1. The procedure for filing citizen suits against federal officials un-
der subsection (a) (1) (B).
Sec. 26—01il 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—0C8 0il and Cas 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 II1—O0ffshore 0il Spill Follution 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 dccuments when claims are made.

5. Records fo be kept and information to be supplied by lessees to
the Secretary.

T'itle V—Amendments to the CZM Act

New regulations relating to:

1. Requirements for states’ grang 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 full House re-
flects this nation’s recognition that the development of 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 smarket for oil and gas leases, the receipt of fair market value for
the lexses 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 JL.R. 6218, 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 suflicient 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 30-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. 6218 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 garrier 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-
rional monopoly or by a certain joint venture—particularly if it
involved major oil'companies.

Twice bofore 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

(247)
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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 Attorncy General and I"ﬁ’f‘ to take cflective 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 agencics, 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 OCS development and a fair return to the public for
its resources.

Curusrornzr J. Doop.
Gerry E. STUDDS.
Grorcr MILLER.
Josnua EILBERG.
Morris K. UpaLL.
Parsy T. MINx.
WiLuiay J. Hoeues.



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) (1) (B) through

H). After considerable debate, the Committee agreed to require the

ecretary to utilize such alternative systems in only 10 percent of all
lease sales occurring in each year 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 cvidence 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 QCS leases sales, but alse would enhance the pos-
sibilities of smaller companies competing for leases.

There has been a substantial amount of testimony from such distin-
guished_and expert witnesses as Governor Brenden Byrne of New
Jersey, Kenneth Cory, Californin State Controller and Chairman of
the State Lands Commission, and Mr. E. J. Langhettee, Jr.. Vice
Chairman, Louisiana Land and Exploration Company, both before
the Ad Hoe Committee and the Interior Department, reflecting the
view that the front-end bonus bid method—for a variety of reasons—
is not the best available system for OCS leasing.

By requiring a large payment of money, at 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 (gﬁice have shown that the use of the front-
end bonus bid discourages:- competition. While the legislation also
would prohibit anti-competitive joint bidding between 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.

Tmportantly, 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.

(249)
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Significantly, the rate of return to the states and foreign govern-
ments under these methods has been far superior to that recetved by
the U.S. Treasury,

For example, California has received about 48 percent of total gross
revenues from production under so-called “experimental” Jease terms,
as compared to the 1634 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 up to 95 percent of all net profits.

There clearly is no reason why the U.S. government cannot do as
well for its {)cople 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 0il companies which we have been told would
refuse to bid for leases under any methods other than the front-end
bonus. The record, however, both 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 n 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-
tinl lessces.

Gerry StUDDS.
Grorce MILLER.
Parsy T. Mink.
Morris K. UbaLL,
Josnua ErLaere.
CuristorHER J. Dopp.
Les AvCorn.
WiLLiam J. Huenes.



XVI. ADDITIONAL VIEWS

As the sole member of the Select Committee on the Quter 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 has
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 “aflected 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 of the right to review, comment on, and
participate in, along with their sister coastal states, decisions affecting
activities on the OCS.

Additionally, and with direct relevance to my own state of Illinois,
the term “constal 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.

Tt is my feeling that in approving the above provisions the Commit-
tee has taken a realistic and fair approach to insuring equitable devel-
opment of our coastai resources for all areas of the United States.
Thus. T 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. SuMmMarYy

One year ago, almost to the day, the House passed H.'Res. 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 bil] to estab-
lish a policy for the management of oil and natural gas in the Outer
‘ontinental 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 very purposes they were supposed to fulfill.

Every day that we 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
QCS activities. A study of the “Effects of Offshore Oil and Natural
(Gas Development on the Coastal Zone", ]l)repnred 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 will 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 environmentall
safer and in the National interest to make us) the difference throug
prompt OCS development, rather than to delay and accept the risks
of continued dependence us)on imports.

Instead of protecting the environment, encouraging the develop-
ment of new and improved technology, assuring a fair return to the
pubiic, 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
QCS production, there are many problems with the Offshore Oil Spill
Pollution Fund title of this bill which limit its eflectiveness 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, Qver twenty years have passed since
its enactment, without significant amendment and with very little over-
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-
in%: 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 Posmive APPROACH

During the past year, the Minority Members of the Ad Hoc Select
Committee have worked hard to develop a progressive bill, We devel-
oped a one hundred twenty-one page amendment in the Nature of a
Substitute to HL.R. 6218, Although our substitute was not adopted, its
influence on the form of FLR. 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, Throu ﬁout
the bill numerous Minority nmendments were accepted by the Select
Commniittee. 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 subsi,c}iy. We trust that the House will
follow the Select Cominittee’s lead and 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 OCS 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 comrunity 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 opening 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 gcal we set
for ourselves, Therefdre, we look eagerly ahead 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 TI 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 incor;lx)mte the best of the new ideas presented
during mark-up. The amendment will be drafted to enable our coun-
try to get 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 IIT with the same
thoughts in mind.

3. AMENDMENTS To THE OUTER CONTINENTAL SHELF LANDS AcT

Our specific objections to Title IT of the Committee bill are detailed
below. These objections will be remedied in the substitute for Title I1
which we will offer on the Floor.

OMB OR CONGRESS8? 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 1t 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 rrovision 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 bepartmcnt 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
a;nltl;ority to Interior and the Coast Guard, or Interior and Army, or
all three.

Under the current OCSLA, the Coast Guard regulates “safety
cquipment 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 acts 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 Const 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, DOT and OSHA enforce ocenpational and public health regn-
lations, even though the Coast Guard has the power to do so under
OCSLLA section 4 (e) which remains in effect.
. Under current provisions of law, the Coast Gnard 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 OMB, and that office will
resolve the ambiguities and overlaps by deciding which agency will
regulate which activities on the OCS. We believe that thisis 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. o .

Besides safety regulations, there are several other ambiguities which
are causge for concern. .

In the Committee bill, revised section 8(b) (4? makes exploration
of a lease area contingent upon approval of a development and 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 apglicants. 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
n effect. Tn 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 impossilﬁe 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 ¢n-
vironmental values of the renewable and nonrenewable re-
sources contained in the outer Continental Shelf”. Despite
every reasonalbe 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 simiple amendment dropping “all of” the
values would eliminate the opportunity for tﬁese delaying
tactics.

The, 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 already 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 suflicient 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 be 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 O('D)S frontier areas. The Interior Department has
developed an extensive body of internal regulations to gunide
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 mot. 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 QOCS resources, Since this is an indirect amend-
ment to NEPA, it should be handled by the full Merchant



259

Marine and Fisheries Committee, which hss. 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, dea]inﬁ with
.Jeasing 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(£), 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 také place ?
Other delays involving the Federal-State relationship will
be discussed in the next section.

CON¥USED FEDERAL-S8TATE RELATIONSHIP

The Committee has made welcome advances in expanding State
input into Federal OCS decisions which may affect their interests.
0 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 Fedcral-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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s,ubLects 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 Committeé 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 discusscd
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 drafting
of the five-year leasing program. Their role is limited to one of reac-
tion only, after the first draft of the program has 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-ENVIRONMENTAL 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 forced 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 PROVISIONS

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 be 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 are 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 compete 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 5.760-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.

CONGRESSION AL CONTROI, NEEDED

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 }'urmlictior}s and ineffective Congressional
oversight. The cxclusion of Congressional a[)i)yox'al 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

uickly 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-
klish the purposes and policies of the Act. We do, however, think it

ighly unwise to impose an “absolute” requirement that previousl
untried bidding systems be used for at least ten percent of the area of-
fered for Jease in each of the next five years. This requirement is an
absolute one, because the only way the requirement can be reduced is
through aflirmative 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 actin
that fast was the ban on television blackouts of sold-cut professiona
sports events. Even if Congress agrees with the Secretary’s reasons for
not using untried systems in a given year, it wonld most likely have to
pass a new Jaw granting an exemption. Two-House positive aiproval
1s 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 OF 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
arce beinyg conducted by NOAA under Interior’s direction, and already
many of these are being subcontracted by NOAA to the private sector.
These studies should be designed and timed to serve DOI decision-
making needs under the OCS program. This cannot be done adequately
if Interior is deprived of contrnl over the studies. The studies should
be Xut back in DOI where they belong.

Iso, new section 20(a) (4), which the Committee hill wonld add
to the OCSLA, requires that the studies be designed to })redict 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 govcrnmcnt resources, they are
important enough to be made under NEPA. If not, they should not
be required in this bill. ‘

4, Orrsnore O, Seiny, Pornvution Fusp

Many significant improvements were made in title III during
Committee mark-up. There remain a number of areas, however,
where improvement 1s 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 that perfecting amendments
will be offered jointly on the Floor.

PREEMPTION

The Committee bill establishes a national system of liability and
claims settlement procedure with an-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 hability,
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 cnergy 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 titie.
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 nctual damages, there should be no
significant difference. . )

The Committee took one step toward preemption by adopting an
amendment vequiring the States 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 be eliminated by Federal
preemption of all matters respecting the set of damages specified in
title ITIT.

JGRISDICTION

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 U.S.C. 1321), which regulates discharges
from facilities located in State waters. The definition of *“offshore



264

facility” in section 301(4) of H.R. 6218, as reported, extends Title ITI
to facilities located solely within State waters. This is an unconscion-
able infringement on the authority of the Public Works Committee
and should not be in this bill. The definition should be revised to limit
the jurisdiction of Title TII to facilities located on the OCS.

GROSS NEGLIGENCE AND WILLFUI, 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 liagﬁit 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 Janguage quoted above, however,
creates a situation which we ussume, or at least hope, was unintended.

Supﬁosc an offshore operator complies with every safety regulation,
urges his employces 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 o1l, 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 held liable. A reason-
able compromise could extend this to apply to actions of the person
in charge.

LEGAL PROBLEMS

There are at least four problems in Title III regarding disputes

reﬂxir,ing judicial action, )

lthough 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 he 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 Gencral 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 judicial
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?

DOUBLF. TAXATION OF ENERGY CONSUMERS

The payment of a fee on QOCS 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 IIT 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 were 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 8 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 seneral revenues
whenever the revolving account fell helow $200 million.

1,088 OF ROYALTIFS

The Committee bill limits recovery by the Federal rovernment for
loss of royalties and net profit share revenues to a period of one year.
These amonnts are 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.

SUBROGATION

. Spl.)seotion (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 unnccessary, since it covers an impossible cir-
cumstance. .

Subsection (e) (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 ITI: )

A provision is needed restricting the rights of a foreign claimant to
recover damages under this title, unless his country permits similar
recoveries by Americans.

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
climinated. .

The discharger’s defenses against damage claims should be extended
to apply to clean-up costs as well

A claimant should be able to yvecover 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 be 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 transferce? 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-
spongibility 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 bLill Fequires 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 does 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 Seeretary 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 hearing examiner. Are these cases to be re-
viewed under 5 U.S.C. 706? 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 to#TitleIIT. 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 are 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 extranecous to this Act? We hope that some accommoda-
tion can be reached with the applicable Committees in this regard.

5. Trnr Cox>1ITTEE REPORT

We had not intended to include comments on the Committee Report
in these Views, It should have been sufficient to limit our discussion
to the bill itself. We approve of using a committee report to serve as
leislative 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 nupon as wishful thinking.
All too often it appears to represent. what its authors wish the Com-
mittee had done, rather than what it did do. Others are just misleading.

Tt is incumbent upon us to sct the record straight. In each case, we
invite our collenaues to inspeci the text of the Commitree bill and
decide for themselves,

SAFETY REGULATIONS

The Committee Report states that sections 4(e) and 4(f) of the
OCSTV.A. which give certain regulatory authority to the Coast Guard
and the Army respectively. must “now be read in light of sections 21
and 22" which the Committee bill would add to the Act. Nothing in

70-512 0 - 76 - 13
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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 sufticient 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 ifs independent authority under section 4 (e), for 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-
nropriate 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

Yhen 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. Qverriding national inter-
est, in its turn, must be “based 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 QCSLA 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 lengthy discussion to that effect during mark-up of
the bill. Accuracy here is extremely important, since the correct. 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
og 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 equa?eperiod 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
nfm.?fter its initial term, the most important of vhich 1s 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 leases are cancelled for environmental reasons under the
Comnmittee 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 award 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
ltgase through no fault of the lessee has nothing to do with compensa-

ion,
JOINT BIDDING RESTRICTIONS

New 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 promotz 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(£) (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 LEASING PLAN

The Committee Report states that Congress can “adopt appropriate
legrislation” to overrule the approval of a section 18 leasing 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 program.

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 préviously 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 ugent for his
employees, this interpretation woul«f have the effect of foreclosing
individual claims from the employées themselves, as well as from
anyone who ever did business with 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 Joss! 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 a 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 new 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 ITI. We hope our
colleagues will join in support of these amendments, and that we will
pe 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 raturn 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-
sit;lmzll 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, &
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 cocrdinated oversight,
and without adding to the number of separate committces 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 ple(}ee ou{)r cotn;gléte cooperation.

Respectfully submit

Reciy ’ Hammrox Fisw, Jr.
Epwix B. ForsyTne.
Prerre S. pu Ponr.
Dox Youxa.
Roaerr E. BAUMAN.
Cuanuzs E. WiaoIns.






XVIII. ADDITIONAL MINORITY VIEWS OF
CONGRESSMAN DON YOUNG

Coastar Zoxr Funp NrzEps STRENGTHENING

The authorization levels for Title IV, the Coastal Zone Impact
Fund, while representing a push in the right direction, need strength-
emn]g 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—clearly 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 develoiment, 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
gi line construction. Sewer systems and services had to be expanded.

chools 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 developmient 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 been 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 food Baovision 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 zone, is not sufficient to cover the costs that the
local and state government will have to bear as a result of the federal
development. Tais will leave the states in serious econcmic straits,
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especially in the more heavily impacted areas, as they will suffer from
overcrowded schools and servires, insufficient sewerage systcms, 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 & 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 population increases, estimated by the OMB as growth di-
rectly attributable to OCS development are conservative estimates, as
aro the per capita cost figures, which were figured from FY 1975 and
do not account for the recent high levels of inflation that the state
has experienced :

Per capita cost figurcs® rcsulting from. increascd population

State government.... o e - - $1, 630
Local government..__ e e e e e e e e e 2 o e e e e e e e 851
Total _oeeeee e - 1,081

1 Figures taken for growth from Alaska pipeline.

Projeoted population growoth dircctly attridutable to 0CS development.—94,000
by 1985. (OMB estimate.)
Total calculatcd cost to State and local government from 008 —$186,214,000

per year,
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 GOVERNMENY

[tn thousands of dollars]

1, Petroleu " {and

. m © personsl 8
p 3. Severance  other induced
2. Royalties taxes tases
1 T 58, 966 5¢, 301 15, 764 23,148
1900.......ceccetimcnccntoacnonsesenanacannnnensan 46,146 54, 301 15,704 20, 245
L1 TP 33,328 5, 301 15, 764 16,45

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 revenue available to the states from OCS
development. Clearl?r, 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 mct.

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 the fact, to build facili-
ties and pay for services before the impact is felt. Anticipatory devel-
opment 1s obviously a superior system, but funding is a difficult en-
deavor when revenue is not produced until after the impact is suffered.
A Jook at I)ipcline costs and revenue illustrates the point. Note that the

v

cost is exclusively impact cost, and does not include other related costs.
(In thousands of dollars)

Cash Cash

inflows outfiows

123 23

217 1,

1,595 5,979

5,397 20, 889

0,984 3, 589

11143 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 garnered 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
raise 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 throug: 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 Youna.






XIX. ADDITIONAL 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 NEPA 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, and thus believe, as the mi:ority does,
that it would be best not to follow the procedure adopted ::1the Com-
mittee Bill in regard to Environmental Impact Statements,

Second, we are happy with the power given to aflected states and
Regional Advisory Boards to influence the Secretary’s decision in
regurd to lease sules and development and production plans. We do 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 the Committee Bill provides.
Wae did not support Committee amendments seeking to raise this per-
centage to 33 or 50 percent, but we do believe it inportant to press
the Secretary of the Intevior to uce these new svstems. 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, Prosk S b
rRe S. v Poxr.
Roserr E. BA;’)(AN.
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