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THE WHITE HOUSE
WASHINGTOMN

February 21, 1975
MEMORANDUM FOR: JACK MARSH
THRU: MAX L. FRIEDERSDORF” ' é v
FROM: WILLIAM T. KENDALL W C
SUBJECT: The Energy Supply Act passed by the

Senate last session, spoasored by
Senator Johnston

The attached material relates to S. 3221, The Energy Supply Act
of 1974. This is the bill Senator Long spoke to the President
about yesterday.



FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

OFFICE OF THE ADMINISTRATOR

March 3, 1975

MEMORANDUM FOR JACK MARSH
FROM: FRANK G. ZARB

SUBJECT': BREAKFAST MEETING WITH FRESHMAN CONGRESSMEN

The following questions and answers are provided for your use during the
President's meeting with Freshman Congressmen on Tuesday, March 4th:

Question 1

Why is the Administration resisting suggestions that the government do
initial exploratory drilling on the Cuter Continental Shelf?

Answer:

This issue has been prevalent for fifty years of government leasing.
After long and rigorous studies it has repeatedly been concluded that
it is more expeditious and efficient for the free enterprise system
to explore ard develop potential oil and gas reserves. To determine
what is available in the way of actual reserves would require consider-
able sums of money (perhaps running into the billions of dollars).

Question 2

What assurance does the State of New Jersey have that the benefits of
off-shore drilling and oil production are worth the risks?

Answer:

Before the Department of Interior approves any leases an Envirormental
Impact Statement is prepared and public hearings are held to fully establish
the benefits and possible consequences of leasing. This includes a full
range of ecancmic and environmental considerations.



Question 3

How can you guarantee that oil fimms would not take the gas and oil found
in the Outer Continental Shelf and sell it overseas?

Answer:

The President has authority under the Export Administration Act to limit
or prohibit exports of any camodity which might affect the econamic well-
being or security of the Nation (including oil). As a matter of fact, the
Department of Cammerce has already limited the export of crude oil and
petroleum products pursuant to this authority.



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

“%,7

MAK 12 1975

MEMORANDUM TO THE PRESIDENT

#

FROM: Jim I#nn
3

SUBJECT: Possible sharing of Outer Continental Shelf
revenues with the States

Issue:

In response to Mr. Cavanaugh's decision memorandum of
February 21 (Tab A), you directed that an immediate effort
should be undertaken to identify and develop the alterna-
tives for final selection, and that an acceptable quid pro
gquo should be sought for the proposal.

This memorandum and its attachments (a) present the findings
from the review of alternatives, (hb) present the recommenda-
ticns of your adviseis, aud (L) Leyuesi your decision on tne
revenue sharing issue. Your early decision is requested
because Senate Interior Committee hearings on this subject
are scheduled for Friday, March 14.

Context of decision: Concern by coastal States, local offi-
cials, and environmental groups about OCS development is
based on -

1. possible environmental damages, including cil
spills;

2. esthetic impacts, including possible disorderly
development; and

3. economic effects, including possible injury to
existing industry, and the burden of providing
additional public services.



They are also concerned that -

4. the Government's leasing decisions are being made
without adequate Government exploration to develop
sufficient knowledge about the value of resources;

5. the Government is not clearly separating decisions
to lease from decisions to develop;

6. the current process does not provide information
focr State or local government planning nor for
their input into TFederal and industry decisions
on how to develop the 0OCS. They do have an input
at the leasing stage.

To address points 1-3, the Administration has already pro-
posed increased planning grants to States under the Coastal
Zone Management Act and is developing a comprehensive oil
spill liability bill. Government exploration (point 4)
would be tremendously expensive and inefficient since the
industry already has the necessary expertigse and spreads

the costs and risks among many companies. Interior can
obtain industrv information. Tnitiating Government exnlara-
tion could delay 0CS development by several years.

Interior is currently looking at points 5 and 6 at the urging
of the CEQ and EPA. Reguiring a company to prepare a devel-
opment plan subseguent to leasing but prior to development,
and then providing States, localities and environmental
groups opportunity to influence and react to the development
plan would ameliorate what now appears to be their greatest
concern. This can be done under existing law.

In the total context, assuming the envirommental and process
concerns are taken care of, revenue sharing may become a
lesser issue.

This Administration, as have past Adminisirations, opposed
coastal States sharing of OCS revenues onrn the grounds that -

. OCS revenues belong to all of the Hation;

. sharing OCS revenues would require compensating
adjustments in the Federal budget; i.e. increased
borrowing or higher taxes;:



. the adverse impact (need) in any given coastal
area bears little direct relationship to the
revenucs generated:

. onshore development related to 0OCS activities
provides increased tax base for State and local
governments; and

. existing Federal programs can provide financial
assistance to States.

Additional background is set forth in Mr. Cavanaugh's memo-
randum of February 21, 1975 (Tab A).

Summary of analysis: nhgainst the above background we have
analyzed several options for sharing OCS revenues with State
and local governments. The study reports are attached at
Tab B and C.

We have defined two "need" levelsgs -~ 5600 M total cost and
S200 M residual need.

Our studies indicate that the total cost of providing public
facilities related to the future development of the OCS is
about $£600 million, and these funds will be required between
approximately 1980 and 1985. Most States and localities
should be able to meet these costs through normal financing
channels such as bonding, in addition to taxing 0CS produc-
tion that comes through their area. About $200 million is
our maximum estimate of that portion of total facilities
cost that States and localitiesc mav not be able to finance
without Federal assistance in the form of loans or grants.

Need or econonic impact are not the sole reasons underlying
proposals for sharing OCS revenues. Some believe that shar-—
ing of revenues with States will be an effective means of
increasing support for 0CS leasing and development.

Our analysis of the various options are summarized in table 1.
Their Federal costs range from $200 M to $18 B over an 1l=-
year period, 1975-1985. Total OCS revenuss during this period
are estimated to be $47 B but could be higher or lower.
Several of the options would continue revenue sharing beyond
this period.
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COMPARISON OF OCS RLVENUE SHARTIHNG OPTIONS

IMPACT AID &
FORMULA
GRANTS TO
ALL STATES

SUMMARY
FORMULA GRANTS T COASI‘ALA
AND ALL STATES '

IMPACT AID AND FORMULA GRANTS
TO_COASTAL STATER

IMPACT AID:

—

#1 #2z #3 fi4 #5 [A9 7
. 5% Royalty to
2-172% 0% Shared in 10% for Impact Coastal States + )
Allocatien with Ureoportion to Grants plus 5% - Targeted Sharing with all Same as 6 {
$600M Grants and Loans Iopacts Royalty to Needs + States to Toral  Plus $I20M
Targeted Needs Tax:'geced and {’enator Jackson Coastal 37-172% of 37-172% Hatdenwide ‘
Program Limited to Need $.521) States Rovalties {Sec. Morten}  Impact Fund :
PROGRAMMATIC CRITERIA {
Shares enough at time of needwmemwem- - Yes Yes ¥ors Yes Yes No Pogsibly no ;
$ize of sharing in relation to need-- Equal. Equal 8 times 17 times 12 times 30 times 30 times {
Triggered by actusl needewmwmmemwmwaw- Yes Yes i ot required No Iin part, No In part, ‘
! yes, largely yea, largely
noe no
Assurance of receipts by 1lmpacted . )
localities Yes Yes N> Yo Yes No Posaibly
Subsidizes state taxpayer at expense
of Federal No No $ibstantially Greatly Substantially Greatly Greatly
Creates revenue sharing inatabilities . ;
or sharp declines Ko No S:vere Severe No ‘ Severe Severe
STRATEGIC CRITERIA
" toastal opposition: '
- Reduces state political Yes, but demand Yes, but demand
opposition: for sharing not for sharing not Y:s Tes Yes Yes Yes .
met met
« Reduces local political Not
opposition Yes Yes Nt necessarily Not necessarily | Yes Probably no necessarily
. \ : 7
Reduces environmental political ! Vo, may No, may 3
opposition Slightly Slightly L3l No, may increase Slightly increase increase 3
5
4
!!
!
Congressional opposition and risks: H
~ Risk of being increased by .
Congress Yes, at low Yes, at low Yes, at high Yea, at high Yes, at high - No No
cost cost tost cost co8t
| = lielps avold legislation delaying !
0CS development—————wsusmewmmmw~=  Pogsibly Possibly lo ¥o Posaibly Posaibly Possibly :
| K
Type of precedent for inland energy i :
{impact problems ww= Degirable Desirable Undesirable Undasirable Possibly Undesirable Undegirable
' . undesirable ; =~
i o b
i i U~
BUDCGETARY CRITERIA i } T
| e
Total proposed 1ll-year costs~wewwe~-= $0.6B 80,68 £5.08 $108 $7.1B §17.88 517.88 f i
Y =
Year of initial cutlayg==wwm==--—- 1978 - 1978 1975 1975 1975 1975 1875 X
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The options are developed from three basic approaches to
revenue sharing:

1. Impact aid to finance public facilities related
to OCS development. This can be grants, loans
or both.

2. Unrestricted formula grants to coastal States
to use as they wish.

3. Unrestricted formula grants to all of the States
to provide an “"ownership" stake in OCS development
and possibly mitigate adverse effects of inland
energy development.

All three approaches provide incentive for States to support
OCS leasing. The formula apprcaches provide greater incen-
tive than the impact aid approach. The formila approaches
provide minimum direct Federal role and are consistent with
our posture on General Revenue Sharing.

Only the impact aid approach can assure that Federal funds.
215 T T T syt T Il A b mmamb i mde e et o e s s an a3 v Wl
W e e Nv \AV“‘—#‘MN"\“ N 'Au.\.,v%.- V.-f-:u.r\,‘.\— N Bt AR e VJ‘AV.Z At S N WA M‘a\.{k "\’4.1\-/).:
they occur, but it implies a greater degree of direct PFed-
eral responsibility for financing them than do the other
options. Impact aid outlays would not occur until about

1978 while the formula grant outlays begin immediately.

The unrestricted formula grants to coastal States would prob-
ably be preferred by coastal State governments because of

the flexibility allowed, but they would remove more funds from
Treasury than necessary to meet needs. Bonus sharing would
put funds in State hands sooner than most OCS development-
generated needs can be identified. 1In new areas, production
or royalty shares do not become available until after onshore
investments must be made. The unrestricted formula grants

to all States would be preferred by inland State governments,
and may have some mitigating effect on impacts of inland
energy developments, but they have the same timing and Fed-
eral cost-related-to-need characteristics as formula grants
to coastal States. It would be less acceptable to coastal
States unless the coastal States got a special break on the
formula.



Seven specific options have been identified by Interior

and OMB and compared in the attached staff papers (Tabs B and C).
While various percentages for formula grants are specified

in several of the options, any percentage could be used. The
options are summarized as follows.

Impact aid

. Option #1: ($200 M -~ $600 M) For six years, $100 M per year
of OCS revenues would be deposited in a special account.
Fund would provide 50% grant and 50% loan to communities
for public facilities cost whenever impact occurs. Fund
would be available for 15 years.

. Option #2: ($200 M - $1.1 B) 2%% of OCS revenues would be
deposited in a special fund for 10 years and available for
15 years. These amounts would be allocated equally among
the 22 coastal States but the communities would receive
grants and loans only as needed to meet public facilities
cost.

Impact 2id plus formula arants to coastal States

. Option #3: ($5 B) 10% of OCS revenues or $0.40 per barrel,
whichever is greater, would be deposited in a special
account. Funds would be granted to coastal States in pro-
portion to envirommental, social and economic impacts of
OCS activities with consideration also given to OCS acreage
leased and volume of production.

. Option #4: ($10 B) (1) 10% of OCS revenues would ke
granted to coastal States for impact aid, and (2) 5% of the
value of OCS oil and gas which is brought ashcre within a
State's boundary would be granted as an extra incentive.

Impact aid to coastal States plus formula grants for all States

. Option #5: ($6.8 B) (1) Same as Option #1 (impact aid),
plus (2) 37%% of OCS royalties granted to all States based
on population for an "ownership" stake.




Formula grants to both coastal States and all States

. Option #6: ($17.9 B) (1) 54 of the value of OCS production
would be allocated to coastal States on the basis of bar-
rels of oil brought ashore, and (2) 37%% of all 0CS revenues,
less the coastal States production-based allocation, would
be allocated to all of the States based on population for
an "ownership" stake.

. Option #7: ($17.8 B) Same as Option #6 plus grants .for
nation-wide energy impact aid for OCS coal, oil shale,
and other energy development on Federal lands.

Congressional Attitudes

The known congressional attitudes to date reveal a committee
jurisdiction issue with the Commerce Committeeshandling NORZA
tending to support planning and impact aid, and Interior com=
mittees tending to prefer formula distribution.

Senator Hollings strongly opposes formula revenue sharing

and says that “all of the 51gna]ﬂ from States themselves
cliearly oppose the Aﬁormula grawﬂ/ revenue~sharing concept.

He advocates impact aid as in his bill, 8. 586, (with uupport
from Kennedy, Mathias, Tunney and Williams) and says this is
supported by a policy statement of the National Governor's
Conference.

Congressman Forsythe (H.R. 3637) supports impact aid grants
based on need to coastal States. Funds would come from the
Treasury rather than OCS revenues.

Senator Magnuson has orally advised that he favors impact
aid to coastal States and opposes formula grant revenue sharing.

Senator Jackson (with Johnston, Metcalf and Randolph) (8. 521)
support “comprehensive assistance in order to assure adequate
protection of the onshore social, economic and environmental
conditions of the coastal zone." The bill requires develop-
ment of a grant formula by the Secretary of the Interior.
Senator Johnston has orally advised that he prefers a legis-
lative formula to distribute funds to coastal States, plus
returning 5% of the wvalue of o0il brought ashore to the receiv-
ing State (first half of option #6). He does not support charing
with all States. B




Senator Stevens (8. 130) advocates formula grants {(25% to
coastal States and 25% to inland States).

Recommendations

Rog Morton recommends Option #6.

Bill Simon supports distribution of 5% of the o0il and gas
production value with those coastal States where it is
brought ashore (the first half of option #6 only). He
does not support that part of option #& which allocates
the balance of the revenues to all States.

Frank Zarb recommends Option #2.

Jim Lynn prefers not to establish any fund because of
appropriation -and impoundment control problems. However,
if a fund must be established, he woulé recommend option #1
or option #2 - impact aid. Can compromicse upward later.

Max Friedersdorf recommends formula sharing with coastal
States on the basis of value of o0il brought ashore plus

50mE GadGationial shaililly withh Cuasildal States only (part

of option #6).

Bill Seidman recommends impact aid te coastal States plus
some formula sharing with States {option #4)}.
Coastal

Alan Greenspan recommends Option #2.

Bob White (NOAA) favors impact aid based on need not only
for 0CS development but when there is z production close-
down. He prefers this be done through annual appropriations
from general revenues. The option closest to his position
is #3.

Phil Buchen recommends Option #__ .

Jim Cannon recommends Option #
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ACTION
THE WHITE HOUSE

WASHINGTON

February 21, 1975

MEMORANDUM FOR THE PRESIDENT
FROM: JIM CAVANAUGH
SUBJECT: - Sharing Outer Continental Shelf (OCS) Revenue’

with States

Secretary Morton's memorandum at Tab A proposes sharing a portion of
OCS revenues with all states (with extra payments to coastal states) --
thus changing the current Administration position on this issue. Your
advisers are divided as to the merits of this and other proposals for
sharing OCS revenues.

This memorandum (a) reviews the current opposition to the Administration's
acceleraled OCC leasing program, (b) summarizes our current responce to
critics and opponents, (c) reviews the arguments for and against OCS
reveuue sharing proposals, and 7} pICSeﬁts__for your decision the issues of
whether and when there should bea  change in position.

Current Situation

Issues Raised by Opposition. Briefly, the principal issues being
raised by opponents of the Administration plans to accelerate OCS
development involve (a) adequacy of government knowledge of the
oil and gas resources being leased, (b) environmental impact,

(c) liability for damages from spills, (d) fiscal burden of providing
public facilities--roads, schools, hospitals, etc, --in onshore areas
impacted by offshore development, (e) state and local government
participation in the decision process, and (f) lack of development
planning information that can be fit into local planning processes.

Response. The Administration's response has becn that: (a) know-
ledge of the resources is adequate to assure a fair return to the
government, (b) no decision to hold a lease sale in a particular
area will be made until environmental studies are completed and
acceptability of environmental risk determined, (c¢) a comprchen- -
sive oil spill liability bill will be proposed {about April 1, 1975),
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(d) existing Federal programs can assist in mitigating local fiscal
burden, (e) state and local governments and the public will be kept
informed and have opportunity to comment on leasing plans, and
(f) additional planning assistance for coastal states with potential
offshore development is being provided through the coastal zone
management grant program.

Confrontation. A decision by the Supreme Court favorable to the
Federal government in the U.S. vs. Maine case involving ownership
of the seabeds is expected in the spring. Other points of confronta-
tion include (a) challenges during public hearings on Interior's draft
impact statement and court suits under NEPA, (b) planned use of
the Coastal Zone Management Act to force the Federal government
to get coastal state approval of leasing plans, and (c) numerous
bills which would require sharing of OCS revenue with coastal
states, expand the Federal government role -- ranging from
Federally funded exploratory drilling before leasing to a Federal
oil and gas development corporation, and delay leasing until

coastal zone planning is completed.

Current Position on Sharing of OCS Revenue. The Administration
has opposed sharing OCS revenue with coastal states on grounds

- that (a) OCS resources belong to all the Nation and revenues should

~ benefit all citizens, (b) OCS revenuecs shared with coastal states
would have to be replaced in the ¥ ederal 1Treasury through
additional taxes or result in greater deficits, and (c) onshore
development from offshore activities will provide a tax base to
permit raising revenue at the State or local level to finance public
facilities. Following the news stories on February 7 that the

- Interior Deparitment was reconsidering its opposition to sharing of

. OCS revenues, you approved reiteration of the Administration's
position but asked for a reevaluation of the revenue sharing idea.

. Principal Revenue Sharing Alternatives (including Rog Morton's)

All your advisers agree that, should you decide to propose revenue sharing,
additional work is needed to select and develop the best approach. Threce
principal alternatives for sharing OCS revenues have emerged and there
are others which need further analysis: ..

) Share a portion of OCS revenues with those coastal states affected

by OCS development. For example, a comprehensive OCS bill
sponsored by Senator Jackson which passed the Senate last September
called for deposit of 10% of Federal OCS revenues or -40¢ per barrel
(whichever is greater) in a coastal state fund for use as grants for
.anticipated or actual cconomic, social and environmental impacts,
“including public facilities and services. i : .
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~+« Those favoring this alternative argue that it (a) links payments

to potential need or impact, and (b) provides incentives for a
State to look more favorably upon development off its coast.

. Arguments against it are that it (a) runs counter to the principle
that OCS resources belong to all the Nation, (b) it is difficult to
determine which states are or will be impacted so that sharing
is fair, and (c) provides no incentive for inland states to support
OCS leasing. . i

Farmark 37 1/2% of all OCS revenues for sharing with all States

through General Revenue Sharing. (37 1/2% of revenues -- or about

$50 million annually over the past five years -- is now given fo
states under current law. The same percentage applied to OCS
revenues would involve several billion dollars. )

. Principal arguments for this are that it (a) carries out the
principle that OCS resources belong to all the Nation, (b) provides
an incentive for all states to encourage OCS development, (c)
provides a potential alternative to head off sharing only with
coastal states, and (d) strengthens general revenue sharing, if
revenues are significant.

. Arguments against are that it (a) provides no special incentive
to coastal states to reduce opposition to development off their
coasts since all share, (b) complicates general revenue sharing
if payments vary widely from year to year, (c) greatly exceeds
needs related to energy development, and (d) probably does not
reduce potential for litigation. :

Provide a bonus of 5% of the value of all oil production (i.e., a

" royalty) to the coastal state throuvh svhich the oil flows ashore, and

then earmark the difference between this share and 37 1/2% of all

OCS revenue for distribution to all states on a per capita basis.

(Rog Morton's proposal)

. Arguments made for this approach are that it (a) compensates for
impact in coastal state s', (b) provides a financial incentive for a
coastal statc to have oil come ashore in its state and locate refinery
there, (c) reduces opposition to offshore development, (d) provides
all states a visible incentive to favor OCS development, and (e)
strengthens general revenue sharing if revenues are significant.

. Arguments against it arc that (a) variability in revenues could
complicate gencral revenue sharing, (b) greatly exceeds needs
“related fo cnergy development, and (<) probably does not reduce
potential for litigation.
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Issue: Do you wish to change your position on OCS revenue sharing?

The issue for your consideration is whether you want to propose at this
time a change in current Administration position against sharing OCS
revenue. Considerations bearing on this issue are:

1. Effectiveness in reducing opposition to OCS development. Those
favoring some form of OCS revenue sharing believe that it would be
a critical factor in reducing opposition to OCS development. It would
(2) compensate for onshore public facility and service requirements
and, (b) to the extent funding ckceeds needs, provide an added
incentive for supporting OCS development. Some oppdnents of OCS
development -~ principally at the state government level ~-are
calling for sharing revenues.

Others argue that (a) sharing funds addresses only one of the five
major issues raised by opponents of OCS development (noted on page 1),
and (b) the added revenue may be attractive to state and some local
elected officials but many who will litigate against leasing and
development will not be influenced (e. g., those at local rather than
state level and those concerned about envirommental impact or

changes in a locality's economic structure amd way of life).

2. Relationship of funds to needs resulting from OCS development. The
principal funding needs identified by thosc favoring new funding are
(a) public facilities -~ (e. g. . schools. hnqpb’m'!s:. roads) -~ and services
whlch must be provided before there is an expanded tax base, and (b)
potential economic or environmental impact from a spill --which the
Administration would cover under its proposed liability statute. A
survey now underway indicates that there may be short term "front
end'" money problems for rural areas should they experience OCS

*development impact, but that this should not be a serious problem in

- other areas. The survey also shows that the '"front end" money
problem may be more serious in sparsely populated areas in the
Northern Great Plains and Southwest that are faced with coal or 011
shale development.

Those opposing sharing of OCS revenue point out that most any
alternative would provide funds greatly exceeding needs relating to
offshore development. A preliminary OMB znalysis indicates a
maximum short term 'fiscal burden' of $200 million over ten years.
Sharing OCS revenue would involve several billion dollars and would
be a long term answer to a short term problem. Revenue sharing
would provide funding far ahead of actual needs which would not

occur for anothcr 2-10 years.

.-
».a

a. Taxation of onshore facilitics and.operations, Gcncrmlly, thc a0 ;

o g;}.pandc{l ecenomic -base :u.,suu’mu frony @uqhorc (Ic-vclopxnertt R G I
-~ which tends'to be capital Fatlicr than emplovee intensive ht)

should provide revenue sources more than offsetting State and
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local government costs. Two states (Texas and Louisiana)
indicate that tax income has not exceeded costs but those states
do not tax corporations (largely because of revenue from oil
and gas development within the 3-mile limit).

b. Other Federal programs. Existing Federal programs should be
adequate to meect most needs for Federal assistance; e. g.,
planning grants, rural development program loan guarantees,
loans and grants. OMB points out that the 1976 budget includes.
103 programs budgeted at $43 billion that can be applied toward
meeting some cnergy induced impact. If state and existing
Federal assistance leave a residual need, a new Federal response
targeted to the specific need should be considered. y

Federal budget impact. Opponents of earmarking OCS revenue for
sharing point out that it would add to the Federal budget deficit and
to the uncontrollable share of the budget. Others argue that the

level of revenue expected from OCS leasing will not materialize

unless some way is found to overcome oppoesition. Opponents also
argue that a move to share OCS revenue now could result in a
Congressional decision to require retroactive payments from OCS
revenues collected since 1953 or encourage earmarking of other
revenues. : : ' |

Potential variability‘in OCS revenues. Interior estimates that bonuses

paid witens leases are s0ld and 1oyaliles paid when oil is produced will,
together, result in Federal revenues in the range of $4 to $12 billion
in each of the next five years --if the previously announced schedule
is maintained and there are not significant changes in emphasis on
royalties vs. bonuses. Interior is considering the possibility of

.increasing royalties from the current 16 2/3% to 40% as 2 means to
_reduce front-end costs and encourage exploration. If this were done,

bonus revenues would drop by 55% -~ resulting in halving the total OCS
revenues expected in near term years and increasing them in later
years as oil is produced and royalties paid. OCS revenues have
fluctuated widely over the past few years:

Est.
EX SH SNl g3 M n . 16
$B _130 g.4 8.2 1.1 6.3 4.0 6.7 2.7 8.0

Revenues are increasingly difficult to predict as much greater acreage
is offered and leasing moves to arcas that arc less well known
geologically. Variability in revenue avaﬂablo for qharmﬂ would make

" State! and"local planning -difficult) Howevel; wiriakilily cduld, bé:, -

reduced by an arrangement to deposit the earmarked share in a fund --

‘with payments to states.sct at a fized annual 1cv%1 low enough to

permit off*ettinﬂ low and hl"ll revenud ycars. T
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Incentive for siting energy facilities. Those favoring sharing of
revenues with states point out that formulas could be designed to
provide a financial incentive for prompt siting of refinerics and
granting pipeline rights-of-way.

Potential for Congressional action. An important and potentially

controlling consideration is the prospect for Congressional action

to require.sharing OCS revenue.

The Senate Interior Committee

will open héarings in mid-March on OCS bills, including Senator

Jackson's comprehensive bill which passed the Senate last year by

a vote of 64-23.

The House Interior Committee has not yet

scheduled heazrings on the subject but is expected to do so shoxtly.
The Congressional Relations staff believes the chances are better

than even that the Congress will pass a bill this year requiring

sharing of revenues -- at least with coastal states.

Alternatives, Recormmendations and Decision:

Morton,
Zaxrhb,

Simon,
Seidman,
Friedersdorf

Lynn,
Greenspan,
Buchen,
Cavanaugh .

1. Decide now to propose sharing of revenue. Begin
concentrated effort to identify and develop the best
alternative sharing approach (say by April 1}). Seek to
arrange some quid pro quo before signalling a change
in position. (There would be high risk that the change
in position will become known publicly. )

2. Maintain current position. Reiterate opposition to
sharing of OCS revenues and act to communicate
arguments against sharing. Indicate willingness to
consider targeted assistance (including a new program)
to meet actual needs for assistance that cannot be met
reasonably from other sources. Consider proposing
sharing of revenuc only if it becomes clear that Congress
will act to require sharing and a veto override appears
likely or, in the longer run, a quid pro quo is identified
that justifies sharing revenue. (OMB and Domestic
Council staff work quietly with Interior and Treasury to
identify and develop alternatives that might be proposed
in this case.) ' '
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OUTER CONTINENTAL SHELF REVENUE SHRRING'OPTIONS

Summary Comparison of OCS Revenue
Sharing Options (1 page)

Option Papérs #1~7 (26 pages)
Assumptions (5 pages)
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COMPARLISON OF JCS REVERNUE SHARING OPTIONS

SUMMARY

IMPACT AID AND FORMULA GRANTS

IMPACT AID &
FORMULA
CPANTS TO

FORMULA CGRANTS T7 SOALTAL

PROCRAMMATIC CRITERIA

Shares enough at time of need-=ewwe==
Size of sharing in relation to need--

Triggered by actual neede===- ———

‘Assurance of receipts by impacted
localit{es

Subsidizes state taxpayer at expense
of Federal

Creates revenue sharing instabilities
or sharp declines

STRATEGIC CRITERIA

‘ Coastal opposition:

- Reduces state political
ogyositiv"

- Reduces local political
opposition:

Reduces environmental political
opposition

Congressional opposition and risks:

- Risk of being increased by
Congress

- Helps avoid legislation delaying
0CS development

Type of precedent for inland energy
impact problems

BUCCETARY CRITERIA

Total proposed ll-year COStS==~=wme—w=

Year of initial outlays-=—=====~

IMPACT AID; TO COASTAL STATES _ALL STATES AND ALL STAIES
[ . 82 (2 (13 #5 ) 7
5% Royalty to
2-1/2% 107% Shared in 10% for Impact Coastal States +
Allotation with Proportion to , Grants plus 5% Targeted Sharing with 211 Sanme as 16
$600M Grants and Loans. Impacts Royalty to Necds + States to Total  Plus $I70M
Targeted Needs Tafgeted and (Senator Jackson Coastal 37-1/27 of 37-1/2% Nationwide
Program Limited to Need $.521) States Royaltics (Sec. Morton) Irpact Fund
1 .
Yes Yes : Yes Yes Yes No Posaibly no
Equal Equall 8 times 17 tiwmes 12 times 30 times 30 times
Yes Yes 1 Not required No In part, No In part,
' yes, largely yes, largely
f no ! no
]
Yes Yes | No No Yes No Posaibly
0' .
No No Substantially Greatly Substantially Greatly Greatly
No No Severe Severe No Severe Severe
'
1
i
Yes, but demand Yes,?but demand
for sharing not for sharing not Yes Yes Yes Yes Yes
met L i
! Not
Yes Yes ! “Not necessarily Not necessarily Yes Probably no necessarily
| Ne, may No, may
Slightly Slightly No No, may increase Slightly increase increase
g 1
i
Yes, at low Ygs} at low Yes, at high Yes, at high Yes, at high - No No
cost cost cost cost cost .
Possibly Possibly No No Possibly Possibly Possibly
3 i .
Desirable Desirable Undesireble Undesirable Possibly Undesirable Undesirable
i undesirable
!
$0.6B8 SO.éB $5.08 $108 $7.1B $17.88 $17.83
1978 1978 1975 1975 1975 1975 1975

!

!
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Option #1: Targeted Need Fund

Description: From bonus receipts, establish a grant and loan
fund of §600 million to be built up at a rate of $100 million
a year and to remain available for 15 years. Fund would be
drawn down for public capital investment on a 50% grant and
50% loan basis by communities experiencing rapid growth which
is induced by OCS development. (Part of the fund could be
used for loan or bond guarantees).

Distribution of revenues

"11-Year Estimated Revenues in $B

: Total
Atlantic  Gulf  Pacific Inland All
Coast  Coast Coast Alaska States States Treasury
.1 .2 .2 1 0 .6 46.9

Programmatic Impact

- Timing of need:

® Funds set aside now, but expended only when needed

for actual impacts.
Solves lead-time financing problems.

Cuts off after needs are met. Balance reverts to
Treasury.

~ Size of need

o

Outflow of funds would be triggered by and directly
related to the magnitude of actuwal need.

- Jurisdictions in need

°® "Would go directly to those jurisdictions experiencing

need,

- Economic efficiency

°® Loan feature reduces likelihood of overbuilding

‘public facilities.



Lquity

° Federal taxpaycrs absorb half the costs of the on-shore
development, but eventual f{iscal benefits accrue to
specific States and localities.

Other fiscal effects

° Significantly reduces fiscal risks to States and

localities.

Administration

° VWould require more complex eligibility regulations

than straight revenue sharing.

Strategic Impact

Coastal Opposition

o

Mitigates that State & local opposition which is
based on concern about on-shore development.

Environmental Opposition

© Mitigates that part of environmentalist's opposition

which stems trom quality-of-iife councerns aboui Vu->1M0ié
development,

Congressional Opposition

® Avoids pressures for retroactivity.

Less chance of 100% earmarking OCS receipts because
outflows are based on necds rather than percentage
of receipts.

Fund level would likely be increased by Congress.

Iniand vicws

° Less acceptable to inland states.

May result in pressure for similar program for coal §
0il shale or an increase in Mineral Leasing revenue
sharing.



Budgetary Impact

- Proposed amounts: Total is $.6B over 11 yecars

Fiscal Years
Outlays (5EB)

1975 1976 1977 1978 1979 . 1980 1981. 1982 1983 1984 1985

.05 .05 .1 .1 .1 1 .1 0

Note: If such a fund were extended to pay for all coal and oil
shale public facilities on the same 50% grant and 50% loan
basis, the size of the fund would have to be increased
approximately fourfold. Such an extension would further
discourage the private sector from participating and
communities from raising capital through traditional means.

And it may stimulate rapid growthwhere it might not otherwise
occur. A loan, credit guarantee and interest grant progranm
would be a much more appropriate Federal role, given such a
magnitude.



Option #2
Formula Allocation With Outlays Targeted to Needs

Description: For a period of 10 vears, place in a Treasury
geposit account 2 1/2% of annual OCS receipts to be
allocated by a formula of equal shares to the 22 OCS Coastal
States, but with funds not to be paid out until needed.
Funds from the account would be made available for loans

and grants (including grants for matching shares) for

rapid growth whichk is induced by OCS development. The
balance .in the fund at the end of 15 years would revert

to the Treasury.

Distribution of revenues:

11 Year Estimated Revenues in $B

Total

: All
Atlentic Gulf Pacific Alaska Inland States Treas.
Allocated '
at 2 1/2% .66 .25 .15 .05 0 1.12 46,33

NOTE: Expected ocutlay over the 11 years would run
between $200M to $600M.

Pregrammatic Impact

- Timing of Need

- ® Funds set aside now but expended only as needs occur.
% Solves lead time financing problems.
® Cuts off after need ends.

- Size of Need

® Related to, triggered by, and limited to need.

- Jurisdiction in Need

° Available to jurisdictions in need.

® Equal shares are more beneficial to the less populous
States, where impacts will be more pronounced.



- Inland Views

® No financial stake for inland States to support
speedy 0OC3S development.

° This option as a precedent for similar programs for
coal § shale development is more desirable than other
options.

Budgetary Impatt

- Proposed Amounts

Total Outlay is $§.6B over 11 years

Fiscal Years®
(Outlays $B)

1975 1976 1977 1978 1979 1980 1981 1382 1983 1584 1985

Outlays 05 .05 a1 .1 .1 a1 L1

* Estimate of most likely timing, but funds would be available until 1989.

I~



- Economic Efficienc
° Grants pass development costs onto Federal taxpayer,
not end user of energy; but use of loans can pass
some costs onto end user.

® Loan feature reduces likelihood of cverbuilding i
public facilities. Grants reduce use of bonding § taxation.

- Equity

° Shares only to mecet legitimate needs; rvemainder of
receipts continue to benefit Federal taxpayers,

t

Other Fiscal Effects

® Reduces State & local fiscal risks.

- Administration

°® Would require more complex eligibility regulations
than straight revenue sharing, but this could be
reduced if the funds were transferred into existing
appropriate Federsal programs earmarked for use by
impacted jurisdictions in the Coastal States.

Strategic Impact

- Coastal Opposition

©.° Would mitigate that State and local opposition
which stems from concern about on-shore impacts.

- Environmental Opposition

® Would mitigate that part of the opposition which
stems from quality-of-life concerns about on-shore
development, but wouldn't risk possible backlash
as sizeable revenue sharing does.

- Congressional Opposition

® Avoids pressures for retroactivity.

° Less chance for 100% earmarking because outflows
are based on need rather than percentage of receipts.

°® Fund level might be increased by Congress, but per-
centages and outflows are less than current Congressional
proposals, unlike Secretary Morton's other options
which include percent sharing.

(94



Option #3: 10 Percent of OCS Revenues (or $.40/Bar.)
for impact grants (Jackson's proposal)

(s. 521)

Description

Allocate 10 percent of Federal 0CS revenues or $.40/barrel
whichever is greater (but limited to $200 million in FY 1976
and FY 1977) for grants to coastal States.

Distribution of revenues

10-Year Estimated Revenues
{$ in billions)

Gulf
Atlantic of Mexico Pzcific Inland Total
Coastal Coastal Coastal Alaska States Gtates Treas.
0.4 3.2 1.0 0.4 0 5.0 42.3

Monies would be distributed in proportion to environmental,
social, and economic impacts caused or expected to be caused
by leasing operation. Acreage leased and veolume of production
would be considered. Actual distribution to States will hinge
on not only where leasing has and will occur but also upon the
Secretary's value judgement of how significant impacts reallv
are. The above table shows the distribution of funds based on
the assumption that impacts are directly related to quanity of
oil producad.

Programmatic Impact

- Timing of need:

o Sharing from bonuses would occur earlier than any
front-end infrastructure investment needs and would
likely be spent before such needs occur (except
possibly for new areas sold first).

o General sharing from royalties would be available
at time of any infrastructure investment needs.

- Size of need:

o Sharing of receipts would vastly exceed any possible
need for public investments in infrastructure except
possibly for Alaska .

- Jurisdictions in need:

o None of the sharing in this option is triggered by and
directly targeted to meet needs of specific jurisdictions.

7
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A1l sharing under this proposal goes to the States,
while fiscal impacts are most likely ‘o affect a

highly selected group of local dJurisdictions.
Pass-through to those jurisdictions is uncertain
since the big money would come in well before the
occurrence of significant 0OCS development and, therefore,
would likely be committed to other statewide
purposes.

Econonmic Efficiency

o Option spends vast sums tc meet very limited fiscal need.

o YFunding to States is in proportion to environmental,
_social, and economic impacts (paying for damages) and
is not based on ameliorating impacts (need). In some
cases, funding would likely far exceed need. (Adminis-
tration favors liability fund to pay for damages).

o Puts costs on Federal taxpayer rather than oil and gas
consumers.

o Since sharing is a grant, not a loan, it doesn't encourage
impacted jurisdictions to choose projects wisely.

Equity

0 Reguires Federal taxpayers to pay for the onshore costs
of development rather than consumers.,

o Requires Federal tavpaveors o pay Cuasial States runds

over and above cost of mitigating damages.

Other Fiscal Effects

o

0

Since actual bonus receipts are highly variable from
vear to year the general sharing would make State fiscal
operation very difficult and generate pressure for a

. guaranteed annual minimum at a high level.

Would assist States little in raising capital in private
markets because of uncertainties of receiving Federal
grants. Would reduce somewhat State risks because
facilities would be built and paid for but States could
be left with cost of maintaining excessive facilities.

Option does not soclve problems of other energy impacts
such as coal and shale development.



Administration -~ Would be very difficult to calculate

coet of envirouansntal, social and economic impacts so

as to compare all coastal States to determine each States!
proportional share. Split responsibilities between Interiocr
and Commerce for administering the fund as required by the
bill would be cumbersome.

Strategic Impact

- Qoastél opposition ~—- State officials are likely to favor.
Local officials would not necessarily favor because of
question of whethexr the States will pass through their
share. ‘

Environmental opposition -- Could create further
opposition 1f i1t 1s interpreted to be a buy~out of State
cpposition to promote rapid OCS development. .

- Congressional Opposition and Risks

0o Would reduce oppositionvto extent it's based on State
opposition rather than locel or environmmental opposition.

o] Could‘genexate pressure for retroactivity on 1953-1974
receipts from Gulf of Mexico offshore.

Q

Would increase pressures to earmark 0OCS receipts for
other purposes; such cleims could total 100%.

W F e TR
dokd A CLALNA ¥ AL YE SR

o- Could lead to inland State claims to share in revenues,

0 Could lead to greater claims on onshore mineral leasing
revenues.

Bu&qetaryrImpact

- Proposed .Bmounts: Tetal 1a$5.0 B over 11 years,

FPiscal Years
(S in billlions)

-

1975 1976 1977 1973 1979 1980 1981 - 1982 1983 1984 1985

0.4 0.2 0.2 0.7 0.7 0.3 0.4 0.4 0.5 0.6 0.6



Total amounts earmarked and shared could be substantially
higher due to:

o Pressures to earmark for othexr purposes.

0 Greater sharing than proposed including min imum annual
amounts at a high floor level.

0 Receipts and therefore payments to States beginning
in 1981 are grossly underestimated if oil is found
in the frontier areas and leasing is continued past
1980.

10



Grants.
5%
Total

Option #4: 10% of Revenues for Impact Grants plus 5% value
cf 0il § gas landed. '

Description

Allocate 10% of OCS revenues for impact grants to Coastal
States as in Option 3, and from royazlties pay Coastal States
5% of the value of OCS o0il and gas brought onshore within
their boundaries.

Distribution of revenues

11-Year Estimated Revenues in $B

Total

Atlantic Gulf Pacific Alaska Inland All Treasury
Coast Coast Coast : States States
.4 3. 1 4 4.8
.4 3.5 1.1 . .2 : 5.2

.8 6.5 2. T .6 0 . 10 37.5

- Timing of Need

. Grants to States preceed need and could be spent on
Statewide projects and therefore not available as
~ local OCS needs arice.

. Allocation of 5% value of o0il landed is too late to meet
front end OCS needs.

. Sharing from production royalties continues long after
needs are met. :

- Size of Need

. Neither grants nor 5% allocation are triggered by or
scaled to needs.

-~ Jurisdiction in Need

Grants and 5% allocation targeted to States, not local
jurisdictions where the actual needs arise. Pass-through
is uncertain.

. 65% of sharing wili primarily go to Texas and Louisiana,
the two states with perhaps the least need and the most
available alternate sources of revenue (e.g., corporate
income tax).

11



- Economic Efficiency

. Spends vast sums to meet limited fiscal needs.

. Passes costs of development onio Federal taxpayer, not
end user of oil § gas.

Grants discourage use of bonding and taxation to recover
development costs.

. May encourage excess number of landing facilities.
- Equity

. Requires Yederal taxpayer, not consumer, to pay for
development costs.

. Shares national OCS revenues with just Coastal States.

. 5% allocation is approximately equal to the 37 1/2%
Minerals Leasing revenue sharing.

- Other Fiscal Effects

Variability in receipts will complicate State fiscal
planning and generate pressure for a high guarantced
floor, :

Doesn't significantly reduce State fiscal risk or enhance
State access to capital markets since receipts are variable
and sharing with any one State will be small.

. Does not apply to coal § shale impacts.

- Administration

. Determination of formula for impact grants would be.
difficult, but 5% allocation would be simple.

Strategic Impact

- Coastal Opposition

. State officials likely to favor. Local officials won't
favor unless a pass-through is guaranteed.

- Environmental Opposition

. Could increase opposition if perceived as a buy-out of
State Houses to speed OCS development.

12



- Congressional Opposition § Risks
g PP

. May generate pressure for retroactivity and earmarking
100% of OCS receipts.

Proposes larger sharing than current Congressional proposals.

- Inland Views

. Could lead to inland State pressure for similar program
for coal § shale or increases in Mineral Leasing sharing.

. May be viewed as sharing national asset with just Coastal
States.

Budgetary Impact

Proposed Amounts: Total is $10B over 11 years

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
.9 .9 1.0 1. 1.1 .6 .7 8 .9 1.0 1.1

13



Fund
Royalty
Total

Opiion #5: Targeted Need plus 37 1/2% of Royalties

Description: From bonus receipts, establish a grant and loan fund of
$600 million to be built up at a rate of $100 million a year and to
remain available for ten years. Fund would be drawn down for public
capital investwent on a 50% grant and 50% loan basis by communities
experiencing rapid growth which is induced by OCS development.

(Part of the fund could be used for loan or bond guarantees.) Addition-
ally, 37 1/2% of royalties would be shared with all States based on
population or the general revenue sharing formula.

Pistribution of revenues

11 Year Estimated Revenues in $B

« ‘ Totzal
Atlantic Gulf Pacific Alaska Inland All Trezasury
Coast Coast  (Coast : States  States
1 .2 .2 1 g - .6
1.9 9 .8 0L 2.9 6.8 S
2.0 1.1 1.0 1.01 2.9 7.1 40.4

- Programmatic Impact

 --Timing of Need

° Boms tund available as needs occur. Royalty sharing dis-
bursed before needs arise.

o .

Bonus fund solves lead-time financing problems.

o

Bonus fund cuts off after need ends. Royalty sharing continues
long after needs are met.

--Size of Need

° Bonus fund related to and triggered by need. Royalty sharing
unrelated to size of need and increases over time.

--Jurisdiction in Need

° Bonus fund available to jurisdictions in need. Royalty
sharing unrelated to jurisdictional needs.



Fund
Royalty
Total

Opiion #5: Targeted Need pilus 37 1/2% of Royalties

Description: From bonus receipts, establish a grant and loan fund of
$600 million to be built up at a rate of $100 million a year and to
remain availeble for ten years. Fund would be drawn down for public
capital investment on a 50% grant and 50% loan basis by communities
experiencing rapid growth which is induced by OCS development.
(Part of the fund could be used for loan or bond guarantees.) Addition-
ally, 37 1/2% of royalties would be shared with all States based on
population or the general revenue sharing formula.

Distribution of revenues

11 Year Estimated Revenues in $B

‘ : Totzal
Atlantic Gulf Pacific Alaska Inland All Treasury
Coast Coast Coast States  States
.1 .2 .2 1 g - .6
1.9 .2 8 0L 2.9 6.5 S
2.0 1.1 1.0 1.01 2.9 7.1 40.4

- Programatic Impact

-~Timing of Need

° Bonus tund available as needs occur. Royalty sharing dis-
bursed before needs arise.

o .

Bonus fund solves lead-time financing problems.

o

Bonus fund cuts off after need ends. Royalty sharing continues
long after necds are met.

--Size of Need

© Bonus fund related to and triggered by need. Royalty sharing
unrelated to size of need and increases over time.

--Jurisdiction in Need

° Bonus fund available to jurisdictions in need. Royalty
sharing unrelated to jurisdictional needs.



- Econonic Efficeincy

<]

Bonus fund grants pass development costs onto Federal
taxpayer, not end user of energy.

No-strings royalty sharing can be used for infrastructure
costs, and therefore more of the bonus fund could be
dedicated for loans rather than grants.

- Equity

(o]

Sharing royalties with all states is more equitable than
sharing with just Coastal States. Sharing by population
is more equitable than sharing which is dominated by o0il-
landed on-shore incentive.

- Other Fiscsl Effects

©

Bonus fund eliminates State and local fiscal risks.
Royalty sharing has no relationship to such risks.

Royalty sharing is an incentive for States to support
a change to 40% royalty rate.

- Administration

[}

Would require more complex eligibility regulations than
straight revenue sharing.

Strategic Impact

- Coastal opposition

(<]

Bonus fund would mitigate that State and local opposition
which stems from concern about on-shore impacts.

Royalty sharing would eliminate some opposition at State
level, but not necessarily at local level.

15



--Environaental Opposition

° Would not be reduced further than under bonus fund option.

--Congressional opposition and risks

°® Would generate pressure for retroactive sharing with
Texas and Louisiana, the two States which have the least
need and the most alternative sources of financing.

° May generate pressures for 100% earmarking.

® Liklihood of being increased by Congress.

--Inland views

® Acceptable to inland States.

° Would not necessarily lead to pressure to increase
Mineral Leasing revenue sharing.

Budgetary Impact

-- Proposed Amounts: Total is $6.7 billion over 11 years.
Fiscal Yezrs ($B)
1975 1976 1977 1978 1879 1980 1981 1982 1983 1984 10RS

Fund ‘ : .05 .05 1 .1 .1 1 1
Royalty .3 .3 .3 .4 .5 .5 .6 .7 .8 .9 1
Total .3 .3 .3 -7 -9 0

7T 5% 6 8

NOTE: If such a fund were extended to pay for all coal and oil shale
public facilities on the same 50% grant and 50% loan basis, the size

of the fund would have to be increased approximately fourfold. Such

an extension would further discourage the private sector from participating
and commmnities from raising capital through traditional means. And,

it may stimulate rapid growth where 1t would not otherwise occur. A

loan, credit guarantee and interest grant program would be a much more
appropriate Federal role, given such a magnitude.

i6



Opticn #6: Secretary Morton's Proposal

Description: (1) Allocate 5% of the value of OCS production
to coastal states on the basis of barrels of oil brought
ashore, and (2) allocate 37.5% of all OCS revenues, less the
coastal state production-basis allocation, to all states on
the basis of population. :

Distribution of revenues:

ll-Year Estimated Revenues in $B

Total
Atlantic Gulf of Mexico Pacific Inland to U.s.
Coastal Coastal Coastal Alaska States States Treasury
4.0 5.2 2.7 0.2 5.6 17.8 29.7

Programmatic impact

- Timing of need:

° General sharing from bonuses earlier than 0CS fiscal
needg. Probably spent before such needs occur.

? General sharing from rovalties avaiiahle at time of
fiscal neéds. However, prcbably committed to other
state needs before OCS needs arise.

° Ceoastal state allocation from oil landed too late to
meet front end OCS needs.

° All sharing from royalties continues long after OCS
fiscal needs -- 20 to 30 years.
1/

- Size of need:

° None of sharing is triggered and scaled to actual need.

°® General sharing from bonuses and royalties vastly
exceeds any possible OCS fiscal need except possibly
for Alaska.

° For most new oil areas OCS needs are at a time when only
general sharing from royalties available; this generally
not adequate in size to meet needs.

°® Coastal allocations from oil landed large enough to
compensate for fiscal impacts but they won't occur until
after impacts.

1/ See Table 1.
17



- Jurisdictions in need:

¢ None of the sharing triggered by anéd directly targeted
to meet needs of specific jurisdictions.

° 0f the general sharing, 45% ($5.6B} would go to non-
coastal states, 10% ($1.2B) to California, and 9% ($1.18)
to New York. Only $20M would go to Alaska.

° Coastal state allocation for barrels landed would match
impacts from landing and refining the oil, but impacts
from location of offshore personnel and industry servicing
the offshore development could be located elsewhere.

® All sharing under proposal goes to the states, while
fiscal impacts likely to affect a highly selected group
of local jurisdictions. Pass-through to those jurisdictions
i« highly uncertain since big money comes in well before
significant OCS development and probably will be committed
to other statewide purposes.

- Econonic efficiency:

° Option spends vast sums to meet very limited fiscal needs.
° poes not target sharing to impacted jurisdictionsg.

° Puts costs on Federal taxpayer rather than on o0il and
gas consumers.

- ® Since sharing is a grant, not a loan, it doesn't encourage
impacted jurisdictions to bond and recover by taxation
over the life of the development.

B -

Gives states an incentive to oppose blddlng options which
reduce bonuses.

® Gives coastal states incentive to bid for oil landing
facilities potentially giving funds to companies and
causing inefficient siting.

- Equity

° Requires Federal taxpayers to pay for the onshore costs
of development rather than consumers.

° Requires Federal taxpayers to support State activities
and reduces state taxpayer control.

18



- Other fiscal effects:

2/
Bonus receipts variability will make State fiscal
operation very difficult and generate pressure for a
guaranteed annual minimum at a high level.

<]

¢ Sharing level drops sharply in 1981 -- from $3B to-
$600M.

® Little impact on enhancing state and local access to
capital markets since longer term sharing from royalties
would be small for any one state.

Doesn't reduce fiscal risks to states and localities
since general royalty sharing is small for any one state.

- Administration:

° Administratively simple since determination of actual
impacts and needs is unnecessary.

Strategic impact

- Coastal opposition:

' ° Would eliminate much opposition to leasing at State level.

° Would not necessarily eliminate local opposition to
leasing.

-9 Would provide states with incentives to site facilities
for landing and processing oil but wouldn't eliminate
local opposition.

Wouldn't reduce problems of siting other types of
facilities unless they were located in state where oil
would be landed.

- Environmental opposition: Would not be reduced.

- Congressional opposition and risks:

® Would reduce opposition to extent it's based on state

opposition rather than local or environmental opposition.

Would generate pressure for retroactivity on 1953-1974
receipts from Gulf of Mexico offshore.

2/ See Table 2.
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4

®* Would increase pressures to earmark OCS receipts for

other purposes; such claims could total 100%.

® Would have a high likelihood that Congress would

- Inland views:

increase the level shared beyond that proposed.

.

° Would be acceptable to inland states.

° Could lead to greater claims on onshore mineral leasing

revenues.,

Budgetary impact

17.8

- Proposed amounts: Total is $&EHPB over 11 years

Fiscal years ($R)

1975 1976 1976T 1977 1978 1979 1980 1981 1982 1983 1984 1985

0.2

3.3 0.8 3.3 3.4 3.4 2.7 0.6 0.7 0.8 0.9 1.0

- Total amounts earmarked and shared counld be substantially
higher (up to $56B) due to:

~

Flessuies LU edarmark Lor other purposes.

Greater sharing than proposed inciuding minimum annual
amounts at a high floor level.

Payments to states could be seriously underestimated,

if discoveries from 1975 to 1980 leasing justify
additional large sales in the 1981 to 1985 period.

20
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North Atlantic States
Maine
New Hampshire——m—wmm—m
Massachusettg—rmmmmmm e
Rhode Island-m—memaeeam
Connecticut——m—mm—————

* North Atlantic sale 1976.

Middle Atlantic States
New York
New Jerseymemmmm e mm oo o
Delawary @ = -————
Maryland
Virginia

* Middle Atlantic sale 1976.

South Atlantic States
Jorth Carolina-——m—m—mm—w—
South Caroclina—=—wom———
Georgia—- -

* South Atlantic sale 1976.

Alaska
* First Alaska sale 1976.
Oregon-Washington

Oregon
Washington

% Northern California-Oregon-Washington sale 1978,

Tablie 1

General Sharing with all States

$M
1975 1976 1977 1978 1979 1980 1881 18982 1983 1984 1285
(%) . (5%)
11.4 1i.4 11.5 11.5 11.6 0.5 0.6 0.7 0.8 0.9 1.0
8.6 8.6 8.5 §.6 8.7 0.4 0.5 0.5 Q.6 0.7 0.8
64.2 64.3 64.% 64.8 65.1 2.9 3.5 4.1 4.7 5.2 5.8
10.7 1¢.8 10.3 10.8 10.3 0.5 0.6 0.7 6.8 0.9 1.0
34.2 34,2 34.3 34.5 34.7 1.6 1.9 2.2 2.5 2.8 3.1
%% First production 1980. *%% Paak production 1987.
(*) (#%) ki)
203.7  204.1  204.% 205.6  206.7 9.3 11.2 13.0 14.8 16.6 18.4
81.7 81.9 82.1 82.5 82.9 3.8 4.5 5.2 5.9 6.7 7.4
6.3 6.3 6.3 6.3 6.4 0.3 0.3 0.4 0.5 0.5 0.6
45.0 45.1 45,72 45.4 45.7 2.1 2.5 2.9 3.3 3.7 4.1
52.8 52.9 53.19 53.3 53.6 2.4 2.9 3.4 3.8 4.3 4.8
#% First production 1973. %% Pesk production 1985.
(*) (%)
57.8 57.9 58.0 58.4 58.7 2.7 3.2 3.7 4.2 4.7 5.2
29.6 29.6 29.7 . 29.8 30.0 1.4 1.6 1.9 2.2 2.4 2.7
52.4 52.5 32.5 52.8 53.1 2.4 2.9 3.3 3.8 4.3 4.7
*% First producticn 1980, **%% Peak production 1987.
(*} (%%)
3.6 3.6 3.t 3.6 3.7 0.2 0.2 0.2 0.3 0.3 0.3
#% First production 19282. *%% Peak production 1987.
(*) (*%) \
24.2 . 24.2 24, 24.4 24.6 1.1 1.3 i.5 1.8 2.0 2.2
38.2 38.3 38.: 38.5 38.8 1.8 2.1 2.4 2.8 3.1 3.5

*% First production 1982.

*%% Peak production 7.
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-1975 1976 1377 1978 1979 1980 1981 1982 1983 1984 1935

‘ O (®) S (k) ) (F%%) )
California 227.1  227.5 227.8  229.1  230.4 10.4 12.5 14.4 16.5 18.5 20.5
* Scuthern California sale 1975 (Dec.). *% Mrst production 1977. *%% Peak production 1981.

Gulf of Mexico States*

Florida—~ 80.5 80.7 0.8 81.3 81.7 3.7 4.4 5.1 5.9 6.6 7.3
Alabama-~ 38.9 32.0 36,1 39.3 39.5 1.8 2.1 2.5 2.8 3.2 3.5
Mississippim———mmmam 25.1 25.1 2h.2 25.3 25.5 1.2 1.4 1.6 1.8 2.0 2.3
Louisiana 41.3 41.3 42,4 41.6 41.9 1.9 2.3 2.6 3.0 3.4 3.7
Texas 129.2 123.4 12¢.7 130.4 131.1 5.9 7.1 8.2 9.4 1C.5 11.7
* Initial sales have been held in all areas.
Iniand 1038.3 1040.1 1041.9 1047.8 10533.%6 47.6 57.1 66.1 ‘ 75.5 84.5 93.9
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1/2% of Revenues for Nationwide Impact Grants,

Option #7: 37 ’
Sharing, and Coastal State Production Shares

Revenue

Description: Divide 37 1/2% of all OCS revenues three

ways: (1) 5% of the value of OCS production with coastal
States, (2) upto $500M annually for a nationwide impaét
grant fund; and (3) the remainder with all States based

on population or the General Revenue Sharing formula.

Distribution of Revenues:

11 Year Estimated Revenues in $B

: Total
Atlantic Gulf  Pacific - : Inland  All
Coast Coast Coast Alaska States States Treasury
5% .4 . 3.5 1.1 .2 0 5.2
Fund .1 .8 .2 .1 2.3 3.5
Remainder 2.6 1.2 1.1 .1 4.1 9.1
Total 3.1 - 5.5 2.4 4 6.4

Tota: 17.8 29.7

Programmatic Impact

- Timing of Need

. ® Impact grants preceed need.

® National revenue sharing not availzble at time of
0CS need because it drops to zero after 1979, but
is available for near-term inland impacts.

°® 5% allocation too late for front end OCS needs.

- Size of Need

¢ Sharing is not triggered by or scaled to needs.

°® Greatly exceeds needs, even when coal § shale
impacts are included.

- Jurisdictions in Need

® Targeted to States, but not localities where the
needs arise. Pass-thrcugh is uncertain,

® About 30% of the revenue shared will go to Texas
and Louisiana.

24 S



- Economic Efficiency

° Grants pass costs of development onto Federal

taxpayer, not consumer,
Spends large sums to meet limited necds.

Grants discourage use of bonding and taxation to
recover development costs.

May encourage excess number of landing facilities.
- Eggizz |
® Federal taxpayer pays for local development costs,
° Shares national asset with all States.

- Other Fiscal Effects

° Variation in annual OCS receipts will complicate
State fiscal planning, particularly since National
sharing drops to zero after 1979.

® Applies to inland energy impacts.
- Administration
° Determination of formula for impact grants would
be difficult, but other features are administratively

simple.

Strategic Impact

- Coastal Opposition

¢ State officials likely to favor. Local officials
wouldn't favor unless pass-through was guaranteed.

- Environmental Opposition

° Could increase opposition if seen as an attempt to
buy-off State officials' opposition to OCS development.

- Congressional Opposition § Risks

® May generate pressures for retroactivity and ear-
marking 100% OCS receipts.

® Proposes much larger sharing than current Congressional
proposals.

25



- Inland Views

® Acceptable because some

Y Acceptable because also
energy impacts.

- Budgetary Impact

Proposed Amounts: Total

1975 19876 1977 1978 19879 1980

sharing goes to a1l States.

apriicable to inland

is $17.8B over 11 years.
1981 1982 1983 1984 1985

2.6 2.6 2.6 2.7 2.7 .5

26
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ASSUMPTIONS FOR ANALYSIS OF OCS POPULATION IMPACTS

Production
Millions of Barrels Per Year (BPY)

Year Totzal Gulf Pacific  Atlantic Alaska

1975 447 425 22 0 0
1976 476 f

1977 506 450 50 | 0 5
1978 601

1979 696

1980 791 530 166 47 47
1981 944

1982 1,097

1083 1,250
19084 1,403 ;
1985 1,557 763 - 420 187 187

Employment

Each additional 250,000 BPD (91,250,000 BPY) requires:

200- 400 workers in exploration phase;
1000-2000 workers in construction phase;
300~ 400 workers in operation phase.

(These estimates based on North Sea technology, as
quoted in 0il & Gas Journal, 1-8-73, and Shell estimates
quoted by Rand in their California OCS study.)
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ADDITIONAL EXPLORATION AND PRODUCTION EMPLOYBESE/

Year Total Gulf Pacific Atlantic Alaska
1977 192 81 93 . 0 18
1980 939 264 381 156 138
1985 2517 765 834 459 459
3648 110 1308 615 615

ey ke

|
|

——————— m—— eee————

ADDITIONAL CONSTRUCTIOHN EMPLOYEESE/

1977 960 405 465 90
1980 3735 915 1440 780 600
1985 7890 2505 2265 1515 1605

12585 3825 417 2295 2295

|

|
|

SUM OF DIRECT EMPLOYMENT: EXPLORATION, CONSTRUCTION & PRODUCTION

1977 1152 486 558 0 108
1980 4674 1179 1821 936 738
1985 10407 3270 3099 1974 2064

16233 4935 5478 2910 2910

|
|
|

1/ (Incremental production in MBPY/91MBPY) X (300 employees).

2/ (Marginal increase in incremental productiocn in
MBPY/Q1MBPY) X (1500 employeces).

This formula assumes that constructicn workers will
move with the jobs, so that the population impact
will stem from net addition to construction force
due to the marginal increase in 0CS developnent.




Population {1975-1985) and Public Infrastructure Costs

Ratio of direct to indirect and secondary :

Ratio of Employment to population

Total

Direct 16500 °
Indirect and ’
sccondary 49500
Population 123750

Public
Infrastructure $619
in millions at
$5000 per capita

Gul

5000

15000
37500

$188

Pacific

5500

16500
41250

$206

1:3
1:2.5

Atlantic

3000

8000
22500

$112

Alaska
3000

8000
22500

$112



ANALYSIS OF LOCAL CAPITAL EXPENDITURE REQUIREMENTS
FROM ENLRGY DEVELOPMENT INCURRED GROWTH

($ per capita)

1.Water (170 gpd/capita)

Source development $ 43
Treatmcnt Facilities 130
Distribution and Storage 450
Total . 623*
2.Sewage and Solid Waste
- (100 gpd/capita) b
Treatment $168
Collection System ' 7206
Qut Flow Lines ' 7
Solid Waste 15
Total 910*
3.Fire Service S $180%
4.Librarics o § 46*
.5.Recreation
; Neighborheood Park and .
: Playgrounds $ 50¢
o District Park(s$. 60sq ft. ] 200°
Regional Park{§500/acre) . 50
- 300
V6.quice and Security $ 60*
7.Health | $344%
'8.Education '
Elementary T $64668
Secondary 4290
Vocational 3
1136

9.Community and Social Services $176%



10.Local GCovernment $ 7

11.Transport(Roads and Strecets) § 400~1200j*

GRAND TOTAL W/OUT HOUSING $4182-4982

12.Housing - § 5000-8000"
*Fstimates from report prepared by R.L. Lindauer, EXXON Corporation,
for the VWyoming Select Committee, November 1974.

a)$43 per capita is based on $75 per acre foot; City spread
out to average of only 1.3 living units per acre but
capital costs per individual must meet the standards of
EPA, National Fire Underwriters,National Education organization:
etc. ’ C
b)Up to 80% available from EPA if time permits
c)12 pumpers & § ladder trucks within 5 miles for cach 10,000 pop
d)Land donated; $50 assumes 8.5 acres/1000 with $50,000 in
facilities '
e)2 acres per 1000 plus swimming or other similar facilities
f)Number of beds neecded per 50,000 pop.=203;Cost of 203 bed
facility=817,200,000;0perating costs=Unknown(not included
in health costs) ‘
grynumber of pupils per 50,300 pop.=7,450;Cost of construction
$23,989,000;Cost of maintecnance, operation, instruction=$8.314,
200;data provided by HEW ;
h)Number of pupils per 50,000 pop.=3,3506; Cost of construction=
$17,721,500;Cost of maintenance, operation, instruction=
$3,738,0600;data provided by HEW
i)}Number of people served per 50,000 pop.=2,100:300 students
in 1/2 day shifts:1,500 adults in night classes; Cost
of facility=%2,376,000;Cost of instruction=$672,000;data
provided by HEVW
jIA "most probable" scenario range of road costs to account
for geographic variation
k)3,300 families per 10,000 pop.'"Most probable' scenario
ranges from an carly devclopment pattern of 2 person
families per mobile homnef{cost=$10,000 or $5,000/capita)
to latcer development patterns of 3+person familics
per conventional home(cost=$25,000 or $8,000/capita)
with somc mobile homes; data provided by a housing
economist in USDA. -



. PROGRAMMATIC CRITERIA

iming of sharing:

~ Sharing prior.to NE Qe om e e

- Shares enough at time of needwe~m-
- Cuts off at end of needemwr—mwwmn

size of sharing in relation to need:

= In total

- At time of need

~ Triggered by actuval need:—————e——mmee
Targeted to right Jjurisdictiens:

- Sharing with non~impacted states-

~ Sharing with potentially
impaccad stotes

CCMPARISON OF 0OCS

IMPACT AID

REVENUE SHARING OPTIONS

IMPACT ALD AND FORMULA GRANTS
TO _COASTAL STATES

IMPACT AID &
FORUWULA
GRARTZ TD
ALL STATES

FCRMULA GRANT. T2 ZOASTAL

AND ALL 8T/

#1 #2 43 ith #5 #4 #7
5% Royalty to
2-1/2% 10% Shared in 10% for Impact Coastal States +
Allocation with Proportion to Grante plus 5% Targeted Sharing with 21l Szme as 56
$600M Grants and Leans Ivpacts Rovalty to Needs + States to Tetal  Pius $55u
Targeted Needs Targeted and (Senator Jackson Coastal 37-1/2% of 37-1/2% Natignuide
Program Limited to Need $.521) Stares Royalties (Sec. Morton) Impact Fund
Yo Ne Yes Yes Yes, modest Yes, very large Yes, very
large
Yes Yes Yes Yes Yes R Possibly no
Yes Yes No No No Yo No
Equal Equal 8 times 17 times 12 times 30 times 30 times
Adequate Adequate sHdequate Adeguate fdequate Inadequate Possibly
: inadequate
Yes Yes Not required No In part, No In part, )
yves, largely yves, largely
no no
No No Yo No Yes, Yes, very large Yes, very
significant large
Adequate in Adequete in
Adequate Adequate Adequate Adequate Adequate total, too total, too

large in some
cases

large in
some cases
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.PROGRAMMATIC CRITERIA (Continued)

- Assurance of recelpts by
impacted localitiegweem—mammm o w.

Beonomic efficlency:
- Encourages overbullding-—w—meaeem
- CoSt8 PUL O CONMBUMELGmm———mmmw—
- Punds programs state taxpayers
might not find worthwhile 1if
they had to pay for them—r—mwmme——
Bquity:

- Subsidizes gtate taxpayer at
expense of Federal——-—=wwee—mmm——

- Increesges Federal taxpaver
burden

Other Fiscal effects:

~ Improves state and local access
to capital marketge————mwomoomeae

~ Exposure of states and localities
to risks from expected develop-
mant not taking place——r—we—mmmwr—

COMPARISON OF OCS REVENUE SHARING OPTIONS

IMPACT AID &
FORMULA
IMPACT ATD AND FORMULA GRANTS GRANTS TO FORMULA GRANTS 10 COASTAL
IMPACT ATID TO COASTAL STATES ALL STATES AND ALL STATES
#1 #2 #3 #4 #5 6 7
5% Royalty to
2-~1/2% 10% Shared in 10% for Impact Coastal States +
Allocation with Propertion to Grants plus 5% Targeted Sharing with all Same as #6
$600M Grants and Loans Impacts Royalty to Needs + States to Total Plus §300M
Targeted Néeds Targeted and ‘Senator Jackson Coastal 37-1/2% of 37-1/2% Nationwide
Program Limited to Need $.521) States Royalties {Sec. Mortom) Impact Fuad
Yes Yes jo No Yes No Possibly
Yo Yo 2ossibly Possibly No Probably Probably
In bart In part “lo No Largely no o No
Mes, to limited Yes, Yes, very
Slightly Slightly degrea Yes Slightly substantially substantially .
o No Cunstantially Greatly Substantially Greatly Greatly
Very modestly Very modestly Sfubstantially Very much Modestly Very much Very much
Some Some Yo No Some No Ro
No, if passed Ke, if passed
Some Some Xo No Some through through
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PROGRAMMATIC CRITERiA {Continued)

- Creates revenue sharing

instabilities or shorp declineg—-

Administratively complexityi=meemmean

STRATEGIC CRITERIA

Coastal opposition:

Reduces state political
oppesition

Peduces local political
opposaition

Help resolve onshore siting
problens:

Speeds OCS development by
improving U.5. legal position----

Environmental opposition:

-~ Reduces environmental political

opposition

COMPARISON CF OUS8 REVENUE SHARING OPTIONS

IMPACT AID AND FORMULA GRANTS

IMPACT AID &
FORMULA
GRANIS T0

FORMULA GRANTS 1O CCOASTAL
5

IM?ACT 41D TO COASTAL STATES ALL STATES AND ALL STAY
#1 #2 #3 #4 i#3 76 §7
' 5% Rovalty to
2-1/2% 10% Shared im 10% for Impact Constal States +
Allocation with Preportion to Grants plus 5% Targeted Sharing with all Same as 46
$600M Grants and Loans Impacts Rovalty to Needs + States to Total  Plus $500M
Targzted Needs Targeted and (Senator Jackson Coastal 37-1/2% of 37-1/2% Nationwide
Program Limited to Need 5.521) States Rovalties = (Sec. Morton) Imnzet Fund
¥o Ko Severe Severe No Severe Severe
Workable Workable Very vague Vague criteria Workable Simple Workable
criteria ceriteria criteria & split criteria formula criteria
authority
Yes, but demand Yes, but demand
for sharing not for sharing not Yes Yes Yes Yes Yes
met met
Not
Yes Yes Not necessarily Not necessarily Yes Probably no necessarily
Yes, for all Yes, for all Yot necessarily Kot necessavily Yes, for all Only for land- Only for
0CS facilities 0CS facilities ocs ing fzeilities landing
faciliries facilities
Ho o No No o No He
No, may No, may
Slightly Slightly No No, may increase  Slightly increase increase
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STRATEGIC CRITERIA {(Continued)

- Speeds 0CS development by
improving U.8. legal position—~~~—

Congressionzl opposition and risks:
- Raises retrovactivity issue———mw—=

- Risks additional earmarking‘for
other purposes

~ Risk of being increased by
Congress

~ Uelps avoid legislation delaying
L8 devalopment

“Inland viows:
- Acceptable to inland officialgw—-
- Type of precedent for inland

energy impact problemseem———cmm—on

BUDCETARY CRITERTA

- Total proposed li~year costs~mwm—

- Year of fairial outlaygmw—r—m—-—- o

BT T T SETPIRp

sy re

B R R T T R R et S S T L

COMPARISON OF OCS REVENUE SHARING OPTIONS

i
1

H

IMPACT AID AND FORMULA GRANTS

IMPACT AID &
FORMULA
GRANTS TO

FORMULA GRANTZ

TO COASTAL

IMPACT AID _ T0O _COASTAL STATES ALL STATES AND ALL STATES
1 A#E #3 #4 #5 #6 #7
) . 5% Royalty to
2-1/2% 10%Z Shared in 107 for Impact Coastal States +
Allocation with Proportion to Grants plus 5% Targeted - Sharing with 2ll Same as {#6
$600M Grants and Loans impacts Royalty to Needs + "States to Total Plus $500M
Targeted Needs Targeted and tSenator Jackson Coastal 37-1/2% of 37-1/2% Mationwide
Progran Limited to Need $.521) States Rovalties {Sec. Morton) Impact Fund
i
No No No No No No Ke
i
i
No No Yes Yes To a limited Yes Yes
extent
; To a limited
Least risk Least Yisk Yes . Yes extent Yes Yes
i
Yes, at low Yes, at low Yes, at high Yes, at high Yes, at high ¥o Ko
cost cost cost ’ cost cost
Poasibly Possibly No No Posaibly Fossibly Yossibly
Yes Yes Possibly no Possibly ne Yes Yes Yes
Desirable ‘Desirable Undeatirable Undesirable Possibly Undesirable Undesirable
. undesirable
$0.68 50.68 $5.08 $108 $7.1B $17.88 $17.88
1678 1978 1975 1375 1975 1975 1975

'
(
1
‘



COMPARISON OF 0CS REVENUE SHARING OPTIONS

IMPACT AID &

“n

. FTORMULA
IMPACT AID AND FORMULA GRAXNTS GRANTS TC FORMULA GRANTs I0 COASTAL
IMPACT AID TO COASTAL STATES ALL STATES AUD ALL STATES
#1 #2 #3 #4 #3 #6 i#7
5% Rovalty to
2-1/2% 10% Shared in 10% for Impact Coastal States +
Allocation with Preoportion to Crants plus 5% Targeted Sharing with all Same as #6
$600M Grants and Loans Impacts Royalty to Needs + States to Total  Plug $500
Targated Needs Targeted and ‘Senator Jackson Coastal 37-1/2% of 37-1/2% Nationwlide
Program Limited to Nsed 5.521) States Rovalties {Sec. Morion) Impaet Fund
BUDGETARY CRITERIA: (Continued)
~ Risk of wminimum sharing floor-w~- None None High iigh None High High
~ Risks of greater OCS sharing )
including for other purposes—ww=- Low Low High Righ Probably Probably some High
some
~ Poterntial induced increase in
costs of meeting coal and
shale impact problemse—mmmmemmaema Small Small Very large Yery large Large Very large Possibly

large
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OPTION PAPER

Sharing Outer Continsntal Shelf Pevenues with States

Q

An accelerated 1easing Progran has been
Shelf (CCS) to cren up frontier oil .and
needed suzplemant to denestic onsho. e pre ion. Coastal Sta*zs are
troubled by +h2 prospect of accelarated leasing off their shores because
they woald have to bear the brunt of cextain costs of develorment while
the entire ation receives the keneifit of increased domestic supplies of
o0il and gas.

nitia“ed on tha Outer Contxnertal
s pects and provide a badly

o1}

" Coastal State concerns about OCS development involves:
- environmental damages, including possible oil spills
- esthetic impacts

- economic effects, including possible disorderly develozment,
injury to existing industry, and the kuxréen of providing new
public services.

To meet thesc concerns, the Federal Government has alreadv proposed
increased planning money for the Coastal Zone Managsment Act, and is
doveloping = Comprehensive 0il Spill Liabilitv bill.

It has, however, up to now opposed providing Coastal States with a share
of OCS revenues on the grounds that -

-~ OCS revenues balong to all the Nation, and their revenues ghould
benefit all citizens o 5

- a number of Federal programs alreacdy exist which provide assistance
to States in ameliorating impacts of cdavelocment .
- = sharing CCS revenuas with Coastal States would reduce the amount

of revenues available to support othesr Federal excenditures an

; require compensating adjustment elsswhere in the Federal budget

= onshore development induced by offshore activities will eventually
provide State and local gcvermments with an increased tax base
to finance necessary public facilities, so that there may ke no
need for a long-term sharing pregram for impact aid

- States' ricghts %o revenues from ofizshore m
legislatively determinzd in the Suimerg
which gave Statss comrlaote

%
g 4 e -
o o il
mrles OfGEas ol Dun toroiemnan o

nerals leasing were
rd lct Of 19 3



- sources'of'op;osition to OCS leasing are varied, and not all
might be eliminated by sharing of revenues :

, H
i

However, there are reasons for reconsidering this position.

~ failure to respond to State concerns could solidify oprosition
which would rostrpone leasing in frontier CCS areas and delay
receipt of the uational renefits of acceslerated develorment.
In Federal revenues alone, the loss in discounted-value terms
of even a one-year delay would be about $2.9 billion

-~ there may be a valid need for Federal assistance now that frontier
3 OCS areas will be opsned. For example, "front-end" money would
help State and local governments begin building gublic facilities
before OCS developments t,rov:Lc:e an increased tax base cn which to
finance such excenditure

-~ the three-mile state jurisdiction is of little revenue value to
States in frontier areas such as the Atlantic Coast, where oil and
gas reserves are all located farther offshore

- shared revenues could give Coastal States a financial stake in .
prompt OCS development

- sharing CCS revenues would be consistent with various onshore
sharing precedents, notably the Minerals Leasing Act which gives
affected States 37 1/2 percent of Federal leasing revenues

- Congressional action on shared revenues is possible regardless
of the Administration position

There are three general approaches to providing funds to States:
- provide mones for imrcact-amelioration prodects--tie use of funds

to specific purroses wnich uncerwrite costs faced by States as
a result of CZS activity

- provide formula-bassd, no strings monev to States affectsd by
OCS activitvr--ma funds available which are sufiicisnt toc keep
Coastal States from besing worse off on kalance as a result o
activity, and distribute these revenues genarally in accordanc

: with expected impacts, but leave to the States the decision as to
how to use the money - :

M

e
i

-« provide an “cunershin" stake in OCS davelormant throuch a share
of Federal ravconues-—--dlstribute a provorticon of revenues wiiidut
direct regard to expected impacts, pernaps to both inland and
Coastal Staces




Option I: Coastal State Impact Aid

3k A e

—a

Description

This option provides funds to Coastal States to ameliorate negative impacts
of OCS development ;

i
H

~ some modest proportion of Federal OCS revenues, would fund grants
to Coastal States

-~ funds would be made available soon enough for "front-end" costs,
not delayed until actual offshore production starts

-~ grants could be distributed either by formula based on general

indices of impacts, or by project after a showing of specific
impacts, or both

- grants could either reguire State matching or prcvide full Federal

funding, and could be limited to needs not met by existing Federal
grant programs

Program Effects

Favorable:

- the option would focus specifically on ameliorating onshore impacts
of OCS development, and reduce them as a barrier to accelerated
leasing in frontiexr areas ;

- the use of grant funds would be ‘tied directly to impacts

- budget outlays would be modest by comparison with the other copticns
considered

Unfavorable:

- mere amelioration of impacts might be insufficient to lead Coastal
States to accept OCS develorment "

= the grants might be oprosed on grounds that CCS revenues are a
National asset and should not be disbursed only to Coastal States

- clear identification and measurement of impacts for purposes
of awarding grants would be administratively difficult



- the impact rationale focuses assistance efficiently on future
impacts but makes no allowange for past impacts, which ray seem
inequitable to States where OCS leasing has already occurred

- the option would not address the energy imgact concerns of inland
States, and might apoear to single out Coastal States for special

treatment, alihoush inland States already receive 37 1/2 percent
of Federal revenuss rrom minerals leasing within their boundaries

Three specific variants of this option warrant particular attention.

Option Ia: Formula Imoact Aid

Description

This variant would distribute among Coastal States a fixed percentage of Federal
0OCS revenues without time limit or annual dollar ceiling

- 10 percent of Federal OCS revenues would be deposited in the impact
aid fund

- alternatively, as in a current congressional proposal, the fund would be
financed by 10 percent of Federal OCS revenues or 40 cents per barrel of
o0il, whichever is greater, although the structure of Federal revenues
(bonus plus royalties) would complicate the 40 cents pexr barrel calculation

~ grants would be distributed by formula based on general indicators of
impact

Program Effects

Favorable:

- 10 percent funding as long as Federal revenues continued would provide
a continuing source of funds to meet Coastal State impact needs whenever
they arose

= 10 percent funding would be ample to meet currently anticipated needs
thereby reassuring Coastal States that their impact concerns would be
sufficiently provided for

Unfavorable:

- 10 percent funding might result in distributing more money than strict
impact accounting would reguire



Budget Outlays

Impact aid for Coastal States eqgual to 10 percent of Federal revenues

would range between $141 million and $724 million per year between 1975

and 1285, based on current producticn estimates. Revenue distribution by
-State would depend on .the project eligibility rules or the distribution
formula adopted, but if properly administered would closely approximate

the distribution of actual impacts. More detailed projections of the budget
outlays under this option and those that follow are provided in the

attached tables.

Option Ib: Targeted Impact Aid
Description

This variation would provide impact aid to Coastal States under terms that
would link the aid dirxectly to the alleviation of negative impacts:

~ the fund would be limited to a total of $600 million to be
built up from bonus receipts at $100 million per year

~ aid to impacted communities for public capital investment would
be made in the form of 50 percent grant and 50 percent loan funds

- the balance of the fund not spent on actual, demonstrated impacts
would revert to the Treasury after 15 years.

Program Effects

Favorable:

- the timing and jurisdictions receiving aid would be directly tied
to impacts

-~ the loan feature would reduce the likelihood of overbuilding public
facilities :

- the aid would be cut off after 15 years, which should be ample time
to meet impact needs

Unfavorable:
- clear identification and measurement of impacts for purposes of
awarding grants would require complex eligibility criteria and

administrative review

~ grant amounts might appear to Coastal States to make inadequate
provision for their anticipated needs



Budget Outlays

Impact aid under this variation of Option I would be limited to $100 million
annually or less. The distribution by state would depend on the distribution
-of demonstrated impacts. : -

Option Ic: Combination Impact Aid

Description

Under this variation of Option I, funds would be allocated to Coastal States
by formula but allocated funds would be paid out only for demonstrated need.

- the fund would be built by a deposit of 2 1/2 percent of annual
OCS lease revenues for a period of 10 years

- revenues in the fund would be allocated to the 22 Coastal States by
formula, giving an equal share to each state

- aid payments would be made to states out of this allocation when
triggered by a showing of need

~ aid payments would be available as grants and loans

- the balance of funds not expended on need would revert to the
Treasury after 15 years. '

Progrom Effects

Favorable:

- equal shares would provide more aid per capita to the less populous
states, where impacts could be more pronounced

~ formula aid would determine, in an administratively easy wav, the maximum
amount a state could get

Unfavorable:

~ equal sharing by Coastal States could lead to a misallocation of
resources because of impacts in rural areas of large, populous states

Budget Outlays

The outlays under Option Ic, as projected by OMB, would reach $100 million .a
year, totalling $600 million. At 2 1/2 percent of OCS revenues, $1,120 million
would be available if needs exceeded that projection.



Option II: Coastal State Imnpact Aid and Production Shares

4 4

Description

In adlition to the impact grants of Ootion I a, this option includes
pay:aent to Coastal States of 5 percent of the value of OCS oil and gas
which is brought crshore within their boundaries.

= the 5 percen= share of the value of 0il and gas would be
approximatel:r ecual to 27 1/2 percent of the minimum allowable
OCS royalty; thus setting production shares at 5 percent would
assure that those shares never constituted a higher prorortion
of Federal OCS revenues than the proportion of leasing revenues
currently paid to States for onshore minerals

- basing the pavment on the value cf oil and gas rather than on
the Federal rovalty inccme itself is intended to prevent the
level of royalties frem heceming e political issue, and retain
needed flexibility in financial terms for leases

-~ the base for figuring the 5 percent payments could be limited,
if desired, to "new 0il" only, or to production above the level
of a base period, say 1974 BT .

-
-~

Program Effacts

Favorable:

- the 5 percent production share adds to the front-end program of
Option I a continuing source of funds for the effects of bxinging
OCS o0il ashore i
- making payments dependent on taking oil ashore would give the
States an increased stake in CCS develorment off their shores,
while it still targets payments on the areas which would feel
- impacts

Unfavorable:

- like Option I, this Option is subject to the objection that
revenues from a National resource would be distributed only to
selected States

=~ outlays under this Option would be substantially greater than
under Option I



Bﬁdget Outlays 5

This Option would add to the costs of Option Ia an amount equal to 5
percent of the value of cil produced, or between $240 million and
$834 million per year over. the vea=s 1975 to 1985. The total amount
shared would reach $1112 million per year by the end of the period

Option III: Coastal State Procduction Shares plus Nationally Shared
Revenues '

Description

This Option would combine the 5 percent Coastal State production shares
of Option II with an additional sharing of Federal OCS revenues with all

States.

- the additional National sharing would be 37 1/2 percent of all
Federal OCS revenues minus the 5 percent Coastal State procduction
share. Thus, total revenues shared in the two parts of the
program would amount to 37 1/2 percent of all Fedzral CCS
revenues, the same proportion that is now shared with States in
onshore leasing programs #

-~ the Natiocnal shares could be distributed among Statcs on 2 per
capita basis, or by the General Revenue Sharing formula. The
per capita basis emphasizes the idea that OCS reserves belong to
all citizens, while the General Revenue Sharing formula makes use
of an existing method for distributing Fsderel funds to States,
although that method could itself become a source of controversy

in the future

Program Effacts

Favorable:

- this Option would extend a direct financial stake in CCS leasxng
and production to inland as well as Coastal States

- it would provide some front-end monev to Coastal States throucgh
their National share, which would become avazilable to them well
before the 5 percent payments started as oil was brought onshore

_ =~ shared revenues wculd be of maximum value to States since they
would not ke tied to any particular us2 and could be applied as

- s

States saw it



- the Option would feature a set of sharing formulas which, once
established, would be relatively easy to adminiszter

Unfavorable:

- it would use a substantial amount of Federal funds, perhaps
more than strictly necessary to encourage prompt CCS development

-~ it would not recognize any special front-ernd money needs of
0CS~affected Coastal States, but would give them only the same
National share as other States until their 5 percent production
share became available

- it would not require that money shared with Coastal States be
used by them to ameliorate impacts, which could work against
the Federal interest in smcoth development both on and offshore
and might not satisfy the impact concerns of scme particular
groups who could still delay leasing

- it would result in a variable, and to a degree, unpredictable

" flow of funds to States, since OCS bonus revenues fluctuate
‘considerably frcm sale to sale, though by averaging over more
than one year this problem can be eliminated

Budget Outlavs

This Option would distribute 37 1/2 percent of all Federal OCS revenues
to States, or between $530 million and $2717 million per year over the
period 1975 to 1985. The 5 percent Coastal production share of this
total would be $240 million to $834 million rer year. The remainder to
be distributed among all States would amount to between $106 million and
$2344 million per year.

Option IV: Cozst
arid Nationwide E

Description -

This Option combines the 5 percent production shares and the 37 1/2 percent
nationally shared revenues of Option III with a program of impact aid like
that in Option I but ‘available to all States to meet the front-end costs

of energy develorment, both off and onshore.

~ the total amount paid out would equal 37 1/2 percent of OCS
revenues, as in Option III, but this sum wounld be divided three
ways: 5 percent of the value of the oil to Ccastal States, up
to $500 million (or a like amount) for a nationwide inmrcact grant
fund, and the remaindex or the 37 1/2 percent Zor Naticnmal per
capita or General Revenue Snaring distributicn



i
- front-end grants would be available to all States on a project
or formula basis for all types of energy-related impacts

= grants could be limited to needs not met by exlstlng Federal
grant prograns

Program Effects

Favorable:

- this Opticn has the advantages of Option III, plus the beneficial
effects of impact-relatsd front-end money for all States

- it would treat all energy-~related impacts consistently, without
singling out OCS impacts for special consideration

= it would use OCS revenues, which are substantial, to ameliorate
enexrgy impacts inland where needs may also be significant

- it permits taking advantage of the good features of both project
assistance and no-strirngs-attached revenue sharing

-~ it addresses expressed concerns of VWestern States about front-end
enerqgy develorment costs, and encourages tnem to undertake energy

Jdevelopments of llational intcrest
Unfavorable:
- the timing of the flow of OCS revenues into the nationwide impact
aid fund would bear no necessary relationship to the demands on

that fund frcm inland energy develcpment activities

- the impact aid fund would have the same administrative prcblems
as the fund in Option I, but on a larger, nationwide scale

- combining all three elements in one proposal may make it too
complex to be appealing

Budget Outlavs

The total amount to be shared with States wculd be identical to

Option III. The only difference would k2 that some percent of Federal
revenues, berhaps up to a ceiling such as $500 miilicn per year, would
be earmarked for States exnerisncing energy davelcorzent impacts. An
impact fund of 10 percent of Federal revenue up to $500 million per year
would leave betwszen $0 and $1243 million per ysar f£5r nationally shared
revenues. :

10



Table 1

PROJECTICHS OF CCS PRODUCTICIH, VALUE AND FZDERAL REVENUES

Value of 0il Federal Revenues
0il Producticn Production {(millions of dollars)

% {(millions of (millions of

Year barrels) dollars) Bonus Rovalty (16-2/3%) Total
1975 447 $ 4,792 . $6,000 769 $6,799
1876 476 5,105 6,000 851 6,851
1977 504 5,424 6,000 204 6,904
1978 601 6,443 6,000 1,074 7,074
1979 696 7460 6,000 1,244 7,244
1980 781 8,480 - 1,413 dedin
1981 944 10,120 - . 1,687 1,687
1982 1,087 11,160 - 1,960 1,960
1983 1,250 13,400 - 2,234 2,234
1984 1,403 15,040 - 2,507 2,507
1¢85 15557 16,691 - 2,782 2,782
Assumptions: .

1. Production at levels corresponding to Project Independence Revort.

2. O0il priced at $8 czer barrel and gas priced at $0.70 per thousand
cubic feet, giving a total value 1.34 times the value of oil
production. ;i

3. 16-2/3 percent zovalty collected on all production from Federal
OCS lands.



Table 2

SUIMIARY OF PAYMENTS TO STATES UNDZER FOUR OPTIONS

(millions of dollars)

Option Ia Option II Option ITII : Option IV

Coastal Coagtal Pro- Pro- Pro= Nationwide

State State duction , duction National duction Enexgy National
ear Impact Aid Impact Aid Shares . Total Shares Shares Total. Shared @ Impact Aid  Shares Total
935 680 680 240 920 240 2310 2550 240 500 1810 25508
976 685 685 255 940 255 2314 2569 255 500 1814 2569
277 620 620 271 961 271 2318 2589 271 500 1e18 2588
978 707 707 322 1022 322 2331 2653 322 500 1531 2653
279 724 - 724 373 1097 373 2344 2717 373 500 1844 2717
920 141 141 424 565 424 106 5360 424 106 e 530
981 169 169 506 675 506 Hh27 633 506 127 == 633
23 196 196 5886 784 588 147 735 588 147 iz 735
983 223 223 670 893 670 168 838 670 168 == 838
284 Lol 251 752 1003 752 188 940 {2l 188 -z- 940
885 278 . 278 834 1112 834 209 1043 834 209 == 1043

iefinition of options:

iption Xa

'ption II

‘ption IIX

iption IV

Coastal State Impact Aid at 10 perxcent of Faderal OCS revenues.

Coastal State Impact Aid at 10 percent of Fzaderal OCS revenues.

Coastal State Production Shares egqual to

Coastal State Production Shares equal to 5 pexcent of the value

2

sercent of the value

of oil landed in each State.

of 0il landed in each State.

National Shares to all States equal to 37.5 percent of OCS revenues less 5 percent of the value

of o0il landed.

Coastal State Production Shares equal to S percent of the value of oil landed in each State.
Nationwide Energy Impact Aid equal to 10% of OCS revenues not to exceed $500 million per year.
National Shares to all States equal to 37.5 percent of OCS revenues less 5 percent of the value
of o0il landed and less 10% of OCS revenues not to exceed $500 million per year (no negative
payments to States).



Table 3

SUMMARY OF PAYMENTS UNDER VARIANTS OF OPTION I

Ogtiqﬁ Ia Option Ib%* Option Ic*

1975 680 -- -
1976 685 - o
1977 - 690 -- et
1978 707 50 50
1979 724 50 50
1980 - 141 100 100
1981 169 100 100
1982 196 100 100
1983 223 100 e 100
1984 251 100 100
1985 278

*Note: Payments for Options Ib and Ic are limited to OMB projection
: of $600 million in expected impacts. Option Ib would have
$600 million available whereas Option IIb would have a
total of $1120 million.



Year
Ll ot
1975
1976
1977
1878
1979
198

losgl
14982
1683
1884
1085

SUMMARY CF 5

Table &4

iR T o vy N T T
TATES A0 FEDERAL

SHARES UNDIR pOUn CPTICNS
\
7

{millic

ns of dollars

oPTION T OPTION T QPTICNS TII & TV
Total :
Federal CQUS States' TFeleral States' Federval States!' Federal
_Revenusg Share Srare Share Share Share Crare
6739 6RO 6119 92¢ 5879 2550 4249
6851 GES 6166 940 5011 2569 4232
63804 600 6214 251 5943 2589 4315
,7074 707 6367 1029 6045 2653 4421
7244 724 6520 10587 6147 2717 4527
1413 141 1272 565 843 530 843
1687 169 1518 675 1012 633 1054
1860 196 1764 784 1176 735 1225
2234 223 2011 893 1341 838 1396
2507 251 2256 1003 1504 940 1587
2782 278 2504 1112 1607 1043 1739



Yook
1574
1975
1976
1877
1978
1979
1880
1981
1982
1983
1684
1985

271
325
373
419
505
589
670
752z
844

P R
LS Gla b
PR ——

1ie

31

47
101
142
185
281
365
446
528
620

Table

REGIOCHAL DISTRIRUTION

PRODUCTICH

5

LN
S

{(millions of dollars)

Total 023 Productinn

Gulf of XMexico Pacific Alaska
215 9 0
226 14 0
235 20 0
247 24 0
267 18 0
287 67 0
305 &S 0
334 116 15
359 147 24
282 174 40
406 203 53
434 234 G7

CZE Producticn 2rove 1974 Lavels Onl
G C ¢
11 5 0
20 - 11 0
32 15 0
52 38 0
72 58 0
S0 80 0
119 107 15
144 138 24
167 165 40
19l ' 194 53
21¢ 225 67

Rtlgﬁgic

0
G
0
0
10
19
25
40
59
14
c0
109

b ST JFIPUN I
£ 3 e

25
40
56
74
%0
109



Table 6

v v Ty g O T T T T .
DISTRIBUTICN OF NATIONAL REVENUE SHARES

BY STATES

1975

Amount by

Stare by General
Arount by General Revenue
Share by opulation Ravenuz Sharing
Population (millicns of Sharing fmillions of
State iQSESSEE) €oll§rs) 1nercent) dollare)

Alabama 1.6856 601 37.084
hlaska 0.157 144 3.332
Arizona 0.982 .020 23.0634
Arkansas 0.971 Q39 24,063
California 3.817 10.355% 230.833
Colorzado 1.161 2

Connecticut

1.466

33.946

VN

ONWOOHMOMMOH
o W O
S

Dalavare 0.274 6.357 302 6.997
D.C. 0.355 8.233 22 9.772

3.659 84.738 134 72.587

2.231 52.820 057 48,326

0.3¢6 9.182 A3 10.115

(.67 i 498 0O.397 q_157
Tilinois 5.354 124,008 5.072 1y7.632
Indiana 2.533 58.670 2.033 17 .020
Towe 1.384 32.050 1.324 30.666
Kansas 1.086 25.152 0.822 21.350
Kentucky 1.593 36.824 1.627 37.680
Iouisiana 1.794 41.541 2.165 50.157
Haine 0.490 11.345 .634 14.685
Maryland 1.639 44.918 987 46.01.3
Massachusctts 2.772 64.210 .256 75.420
Michigan 4.310 89.813 G7.337

Minnesota
Misgissippi
Hissouri

1.857
1.087
2.267

43.009
25174
52.500

N e WO
DN
[\ )

O 6 W

48.535
34.045
44G.53€



Table 6
{continued)
0 p
ATIONAT, REVEIIUE SHARES
X (O?TEC? I11)

Amount by

Share by General

Amount by General Revenuz

Sﬁaré o3 Population Revenua Sharing

opulatio (millions of Sharing {millions of

State (bercent) dollars) (cercent) dollars)
Fontana 0.244 7.857 0.369 8.535
Nebraska 0.735 17.018 0.668 15.464
Revada 0.261 6.048 0.231 5.353
Hew Henmpshire 0.377 8.730 6.315 7.281
New Jersay 3.508 81.239 3.133 72.549
Haw Mexico 0.527 12.206 0.628 14.537
Hew York 2.704 20L.580 11.340 262,641
Horth Carclina 2.513 58,195 2.432 56.318
iosth Dakota 0.305 7.063 0.306 7.083
110 5114 118,432 4,002 94.542
Ohllahoma 1.26% 390 1.106 25.602
Orecon 1.060 248.558 1.G5/2 243577
Pennsylvania 5.672 131..355 5.321 123.233
Fhode Island 0.464 10.738 0.433 10.032

South Carclina 1.259 30.035 1.407 32.587

Scouth Pakota 0,326 7.560 0.400 9.255
Tennessee 1.9606 45,536 1.8061 43,093
Tevas 5.620 130.164 4.853 112.403
Utah 0.551 12.769 0.580 13.664
Vermont 0.221 5.121 0.309 7.145
Virginia 2.293 53.056 2.015 46.6063
Washington 1.634 37.844 1.458 33.764
West Virginia 0.855 12.789 0.905 20.966
Wisconsin 2.177 50.425 - 2.545 58.934
’&kgmlng 0.168 3,856 0.15¢8 3.656
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II.

THE WHITE HOUSE

WASHINGTON
March 13, 1975

MEETING ON OCS REVENUE SHARING

Thursday, March 13, 1975
3:30 p. m. (30 minutes)
Qval Office

FROM: Jim Cannon

PURPOSE

To discuss alternatives for sharing Outer Continental Shelf (OCS)
revenue and the position that Secretary Morton should take on this
issue during comprehensive hearings on OCS legislation which
begin tomorrow in the Senate Interior Committee.

BACKGROUND, PARTICIPANTS AND PRESS PLAN

A, Background: This meeting was requested by Jim Lynn and
Rog Morton. There are three issues that warrant attention
during the meeting:

. What substantive OCS revenue sharing proposal should
be put forward by the Administration?

. When and by whom should it be announced?

. How should the issues be handled by Rog Morton when
he testifies tomorrow?

1. What should the Administration propose?
Your decision on a February 21, 1975 memorandum on this
subject from Jim Cavanaugh (Tab I A) indicated that (a) the
Administration position of opposition to sharing of revenue
should be changed, (b) that the best alternative be identified
and developed by about April 1, and (c) a quid pro quo should
be sought before signalling a change in position,

Secretary Morton's staff has explored a series of alternative
proposals (Tab I C). Jim Lynn's staff has also done a study

of the issue covering seven wide ranging alternatives (Tab I B).
Jim Lynn's memo at Tab I summarizes the complex alterna-
tives and requests your decision. The alternatives range
from targeted categorical grants and loans (costing $200 to
$600 million over 10 years) to sharing of 37 1/2% of all OCS
revenues {amounting to about $18 billion). ‘
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I do not believe that adequate work has been done to permit

selection of a specific revenue sharing proposal. I

recommend that you use the meeting to discuss, and

perhaps describe, general principles which would help

guide the development of a specific proposal. For example:

. Should the Administration try to limit assistance to a
categorical grant or loan program for public facilities
onshore that are required because of OCS development
(strongly favored by Lynn)?

. Should payments instead be genuine sharing of OCS
revenues with coastal states (by formula and non-
necessarily related to impact?

. Should sharing also extend to inland states -- and be
used to strengthen general revenue sharing?

2. Who should announce decision and when?
I believe a change in position on the OCS revenue sharing
issue warrants Presidential announcement, with carefully
thought-through timing.

3. What position should Rog take in tomorrow's hearings?
The six bills being considered are comprehensive and there
will be plenty to cover in testimony. On the revenue sharing
question, Rog can announce that you have directed that the
issue be studied intensely and the current Administration
position opposing sharing of OCS revenue is under review.

B. DParticipants:

Rog Morton, Jim Liynn, Frank Zarb, Jim Cannon and Paul
O'Neill. Staff: Mike Duval

C. Press Plan: Press Office has announced the meeting but not
the specific subject.

III, TALKING POINTS

{Discussion of OMB and Interior recommendations}
I want an opportunity to consider this more broadly, in the
context of other energy and general revenue sharing decisions.

. When I decide on a specific proposal, I want to think through
carefully when and how I announce it.

. I understand the Supreme Court may decide the U.S. vs. Maine
case within the next month, and certainly by the end of June.
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Also, we are almost certain to win., We could have more
political impact by announcing a sharing proposal aftexr
winning the case than we would by playing the chip now.
Rog, in your testimony tomorrow, you should announce that
we are reviewing our position on OCS revenue sharing,

that I have not made a decision, and that the alternatives
include no sharing, sharing with coastal states, and sharing
with all states.
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From the Desk of
James E. Van Zandt
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PENNSYLVANIA CONGRESSIONAL DELEGATION
STEERING COMMITTEE
SUITE 901
1800 K STREET, N.W.
WASHINGTON, D. C. 20008 (202) 872-34354



Penusplvania Qongressional Belegation

STEERING COMMITTEE

) JAMES E. VAN ZANDT, Secretory
- 2183 RAYBURN OFFICE BUILDING

THOMAS E, MORGAN, M.C,, CHAIRMAN ;f
WILLIAM A. BARRETT, M.C, WASHINGTON, D. C. 20818
DANIEL J, FLOOD, M.C,
HERMAN T, SCHNEZEBELI, M.C.
JOSHPH M. MCDADE, M.C.
November 26, 1975

Honorable Thomas S. Kleppe
Secretary of the Interior
Department of the Interior
Washington, D. C. 20240

Dear Mr. Secretary:

As Chairman of the Pennsylvania Congressional Delegation Steering
Committee, which speaks for the entire Pennsylvania Delegation, I am writing
you to advise of our interest in the site to be selected for your regional
offices which will be responsible for overseeing offshore drilling operations
on the Quter Continental Shelf.

The Pennsylvania Congressional Delegation recommends that Philadelphia,
Pennsylvania be designated as the location for lease sales currently scheduled
for May, 1976 and that the regional offices of the Bureau of Land Management
and the U.S. Geological Survey be established in Philadelphia as the logical
location from which to direct OCS activity.

The position taken by the Pennsylvania Delegation is based on the fact
that staging areas must be established immediately inland from the coast so they
may be readily reached from a number of heli-pads and by automobile. Philadelphia's
International Airport, AMTRAK's Metroliner service, and I-95 provide unexcelled
transportation facilities from Washington, D. C. and the entire East Coast. From
a technical standpoint, the immediate proximity of the University of Pennsylvania,
Temple University, the University City Science Center, and the Franklin Institute
provide outstanding support resources for the U.S. Geological Survey.

The Steering Committee wishes to call to your attention another out-
standing feature of Philadelphia as the site for these regional offices and that
is there is currently an adequate supply of suitable privately owned office space
available in addition to the several large Federal office buildings, and housing,
including apartments in the city and surrounding suburbs, is in good supply in
the middle and higher price ranges.

If located in Philadelphia, the Department's regional offices would
spawn many hundreds of jobs in private industry that would locate in the city to
gain the benefit of close proximity to the BLM and the USGS. Since Philadelphia
has suffered the loss of a number of Federal installations in the past five years,
the location of the planned regional offices in that city would be a concrete step
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in reversing the out-migration of Federal jobs as well as providing substantial
additional jobs from accompanying private industry.

Your favorable consideration of Philadelphia as the location of these
new regional offices will be appreciated by the Pennsylvania Congressional
Delegation. ~

Sincerely yours,

Thomas E. Morgan, Chairman
Steering Committee





