The Domestic Energy Production Through Offshore Exploration and Equitable Treatment of State Holdings Act of 2006

Congressman Bobby Jindal

Provides Coastal States With Self Determination Regarding Offshore Leasing. The bill codifies the existing Presidential withdrawal of offshore Federal lands preventing oil and gas leasing before June 30, 2012, and legislatively establishes each coastal State’s offshore Adjacent Zone.  It provides that no leasing will happen within a State’s Adjacent Zone before that date, if it is currently withdrawn, unless the coastal State requests leasing.  Further, the bill provides that a coastal State may request that no leasing take place after that date within all or part of its Adjacent Zone within 125 miles of the coastline.  

Benefits Coastal States That Choose To Allow Offshore Energy Activities.  The bill provides for an equitable sharing of Outer Continental Shelf (OCS) receipts with the adjacent coastal states.  It establishes two sharing zones.  From the State offshore boundary to 12 nautical miles, 75% of OCS Receipts will be shared, while beyond that distance 50% will be shared.  The 50% sharing will be phased-in over a 15 year period for current oil and gas program areas. Creates the natural resources enhancement fund, the geologic data and mapping fund, and the energy and mineral resources professional development fund.  The bill also shares with Adjacent States 50% of the receipts from OCS alternative energy activities.  

Respects Self-Determination of Coastal States.  Provides that decommissioned production platforms may be maintained as artificial reefs and for other purposes, and allows a state to opt-out of this provision within 25 miles of the coastline.  Provides that coastal states may prevent a landing of natural gas pipelines by proposing two agreeable landing sites within 50 miles on either side of the proposed site.  

Provides For Natural Gas Only Leases.  The bill allows states to choose to allow natural gas only leases, a new class of leases, within 125 miles of the coastline in currently withdrawn areas.  Natural gas only leases allow production of natural gas if at least 40% of the Btu content of a discovery is found within dry natural gas and natural gas condensate, and crude oil may be produced from such a lease unless an Adjacent State objects.  

Removes Barriers to Energy Activities.  Removes restrictions on joint bidders in the OCS offshore Alaska and in other frontier and high cost areas.  Provides for conversion of some existing oil and gas leases to natural gas leases, or for their repurchase.  Restricts new offshore and onshore minerals fees.  Reduces paperwork on exploration and development plans.  

Oil Shale and Tar Sands Program Receipts.  Establishes a royalty program for oil shale and tar sands leases and a revenue sharing program for producing states and local governments. The Department of Interior must set the royalty rate between 1 and 3 percent of the gross value of production of oil shale and tar sands leases for the first ten years.  After ten years of production, the royalty rate changes to between 6 and 9 percent of the gross value of production. Royalty rates are reduced on a sliding scale if the price of oil drops below a certain threshold.  Producing states receive 2/3 of a 50 percent non-federal share of revenues generated from a lease for the production of oil shale and tar sands.  Affected counties receive 1/3 of the 50% non-federal share.

If you have further questions, please contact Sapna Delacourt or Zack Rimmele at x53015.

