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June 10, 1998
MEMORANDUM FOR THE PRESIDENT
FROM: KATHLEEN A. MCGINTY

SUBJECT: OUTER CONTINENTAL SHELF OIL & NATURAL GAS LEASING
MORATORIUM

Purpose

In preparation for the Oceans Conference that you and the Vice President will attend this week, we have
reviewed the status of oil and natural gas leasing on the outer continental shelf (OCS) to consider
whether any additional action is necessary. This memorandum sets out the current status of the issue
as well as four possible options for the future.

Background

A significant portion of the federal waters are currently off limits to offshore oil and natural gas activity
through the combination of a directive by President Bush, annual congressional enactments, and the
Department of the Interior’s five year plan. This combination of actions protects all of the affected
areas through 2002. President Bush’s directive, which expires in 2000, withdrew all lands not under
lease in 1990 off the North Atlantic, California, Washington, Oregon, and southwest Florida coasts.
Various annual congressional moratoria beginning in 1982 have placed off limits the areas listed above,
as well as additional areas including New England, the Mid-Atlantic states, and southern Alaska (North
Aleutian Basin). The Department of the Interior’s five-year leasing program, effective from 1997-2002,
in effect prohibits leasing in all areas covered by the Bush Directive and congressional moratoria as well
as a few additional areas.

Today, the majority of new offshore leasing activity and production occurs in the Central and Western
Gulf of Mexico. There also are existing leases off Alaska, and in the Atlantic and the eastern Gulf of
Mexico, but no production at the current time. Bonuses, royalties and rent payments to the Treasury
from these leases totaled $5 billion in FY 97, some of which was directed to the Land and Water
Conservation and Historic Preservation Funds. All of the Administration’s budget submissions have
assumed continuation of the existing statutory moratoria, as have budget receipt estimates through 2008.
Extension of the moratoria beyond 2002 will not impact existing Administration budget planning.

Federal offshore production currently accounts for 20% of domestic oil production and 27 % of domestic
natural gas production. The Department of the Interior’s Minerals Management Service estimates mean
undiscovered resources in the OCS to be 45.6 billion barrels of oil and 268 trillion cubic feet of gas,
although not all of this is believed to be economically recoverable at current prices. The relevant goals
of the Comprehensive National Energy Strategy recently issued by the Department of Energy call for
reversing the decline in domestic oil production by 2005, and for an increase of six trillion cubic feet
of domestic natural gas production by 2010.
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Qptions

Options for action, set out in more detail below, range from continuing to address this issue through the
Department of Interior’s five year planning processes to extending the existing moratoria for an
additional period of time and withdrawing particularly sensitive areas permanently. You have broad
discretion under section 12 of the Outer Continental Shelf Lands Act to “ . . . from time to time,
withdraw from disposition any of the unleased lands of the Outer Continental Shelf.” Such a withdrawal
is a standing directive until reversed by the President or overturned by Congress. You do not have the
authority to withdraw areas currently under lease.

recommend extending the existing moratoria to new areas.

(1)

lor i Buil

Under this option, consensus building efforts would continue, and existing moratoria
would continue to apply. The Department of the Interior’s management plan would
protect areas currently withdrawn through 2002. Administration policy in this area has
included a commitment to resolving conflicts, building consensus as to where new leasing
and development should proceed, and making decisions based on sound science and
environmental protection. The current 5-Year OCS Oil and Gas Leasing Program for
years 1997 through 2002 is a reflection of that approach. Under this option, that planning
process would continue and the development of the 2002-2007 plan would begin next year
in accordance with those principles.

Pros:

Continues a consensus-based approach to oil and gas development that does not
preclude providing access to offshore areas when justified by good science and
environmental protection.

Lays the foundation for protecting state and environmental concerns without
precluding potentially substantial additional energy and economic benefits from
the OCS.

Will be viewed by the oil industry as pursuing a non-partisan, science-based,
balanced approach to OCS development rather than a return to what they
viewed as an ad hoc moratorium process in the 1980s and early 1990s.

Supports the goals of the Comprehensive National Energy Strategy.

Many environmental and state and local interests believe that offshore drilling
1s inappropriate in many areas, and will criticize the status quo as inadequately
protective of the environment.
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EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL ON ENVIRONMENTAL QUALITY
WASHINGTON, D.C. 20503

June 5, 1998

MEMORANDUM FOR THE PRESIDENT
FROM: KATHLEEN A. MCGINTY

SUBJECT: OUTER CONTINENTAL SHELF OIL & NATURAL GAS LEASING
MORATORIUM

Purpose

In preparation for the Oceans Conference that you
we have reviewed the status of oil and natural gag leasing on the outer continental shelf (OCS) to
consider whether any additional action is necesséry. This memorandum sets out the current status
of the issue as well as four possible options fof the future.

the Vice President will attend late next week,

Background

A significant portion of the federal wafers are currently off limits to offshore oil and natural gas
activity through the combination of a directive by President Bush, annual congressional enactments,
and the Department of the Interior’s/five year plan. This combination of actions protects all of the
affected areas through 2002. Pregident Bush’s directive, which expires in 2000, withdrew all lands
not under lease in 1990 off the/North Atlantic, California, Washington, Oregon, and southwest
Florida coasts. Various annual/congressional moratoria beginning in 1982 have placed off limits
additional areas, including ew England, the Mid-Atlantic states, and southern Alaska (North
Aleutian Basin). The Department of the Interior’s five-year leasing program, effective from 1997-
2002, prohibits leasing 7’1111 areas covered by the Bush Directive and congressional moratoria.

Today, the majority ¢f new offshore leasing activity and production occurs in the Central and
Western Gulf of Megkico. There also are existing leases off Alaska, and in the Atlantic and the
eastern Gulf of MeXico, but no production at the current time. Bonuses, royalties and rent payments
to the Treasury fidm these leases totaled $5 billion in FY 97, some of which was directed to the Land
and Water Cogservation and Historic Preservation Funds. All of the Administration’s budget
submissions have assumed continuation of the moratoria, as have budget receipt estimates through
2008. Extension of the moratoria beyond 2002 will not impact existing Administration budget
planning.

Federal offshore production currently accounts for 20% of domestic oil production and 27% of
domestic natural gas production. The Department of the Interior’s Minerals Management Service
estimates mean undiscovered resources in the OCS to be 45.6 billion barrels of oil and 268 trillion
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cubic feet of gas, although not all of this is believed to be economically recoverable at current prices.
The relevant goals of the Comprehensive National Energy Strategy recently issued by the
Department of Energy call for reversing the decline in domestic oil production by 2005, and for an
increase of six trillion cubic feet of domestic natural gas production by 2010.

Options

Options for action, set out in more detail below, range from continuing to address this issue through
the Department of Interior’s five year planning processes to extending the moratorium for an
additional period of time and withdrawing particularly sensitive arcas permanently. You have broad
discretion under section 12 of the Outer Continental Shelf Lands Act to “ . . . from time to time,
withdraw from disposition any of the unleased lands of the Outer Continental Shelf.” Such a
withdrawal is a standing directive until reversed by the President or overturned by Congress. You
do not have the authority to withdraw areas currently under lease. None of the agencies or policy
advisors would recommend extending the moratorium to areas not currently under moratorium.

(1) ntinu he Interi nni Efforts to Bujld ensu

Under this option, consensus building efforts would continue, and existing moratoria would
continue to apply. The Department of the Interior’s management plan would protect areas
currently withdrawn through 2002. Administration policy in this area has included a
commitment to resolving conflicts, building consensus as to where new leasing and
development should proceed, and making decisions based on sound science and
environmental protection. The current 5-Year OCS Oil and Gas Leasing Program for years
1997 through 2002 is areflection of that approach. Under this option, that planning process
would continue and the development of the 2002-2007 plan would begin next year in
accordance with those principles.

Pros:

. Continues a consensus-based approach to oil and gas development that does not
preclude providing access to oftshore areas when justified by good science and
environmental protection.

. Lays the foundation for protecting state and environmental concerns without
precluding potentially substantial additional energy and economic benefits from the
OCS.

. Will be viewed by the oil industry as pursuing a non-partisan, science-based,
balanced approach to OCS development rather than a return to what they viewed as
an ad hoc moratorium process in the 1980s and early 1990s.

. Supports the goals of the Comprehensive National Energy Strategy
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. Many environmental and state and local interests believe that offshore drilling is
inappropriate in many areas, and will criticize the status quo as inadequately
protective of the environment.

. Concems will be raised that future Administrations will not continue the consensus

based approach we’ve taken, and could open areas for leasing regardless of
stakeholder views.

jion to Investi for Modificati to the_
Status Quo

Under this option, a Presidential Commission would be appointed to review existing
scientific information and advise the President on future actions with respect to OCS leasing,
including the need for permanent withdrawal of particular areas and any need for additional
research. The status quo would continue in accordance with the Department’s five year plan
through 2002, and could be reinforced by a Presidential directive under Section 12.

OCS oil and gas activity in Federal waters has been underway for over 50 years. A great
deal of scientific information has been gathered, but there never has been a comprehensive
review on the issue of whether certain areas should be permanently off limits to oil and gas
drilling from an environmental standpoint. A commission report could provide significant
additional scientific support for future action.

Pros:

. Reinforces a process based on sound science for making these decisions, and
establishes a process for resolving future issues quickly.

. Provides a clear recognition that there may be some OCS areas that may require
permanent protection from offshore oil and gas activity.

Cons:

. Some environmental and state and local interests believe that additional information
is unnecessary, and that more immediate and permanent action is warranted. They
will criticize this as unnecessary delay.

. Issues to be addressed are not easy. Any advisory group may have trouble reaching

consensus or providing unequivocal recommendations, or may provide advice
ultimately inconsistent with the expertise and policy judgement of the
Administration.
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Under this option, the President would issue a Directive under Section 12 of the OCS Lands
Act extending the moratoria in all areas currently withdrawn for either an additional five or
ten years beyond the protection provided by DOI’s five year leasing plan, through either
2007 or 2012. Any such directive should include an exception for national security purposes,
as the Bush Directive did.

Pros:

Cons:

Extends the current patchwork of protections in a unified way for an additional
period for all protected areas.

Maintains the current levels of protection while allowing for continued research and
informed dialogue on how best to resolve issues in the future.

Provides a greater degree of protection to those areas where there is apprehension
about offshore oil and gas activity without permanently foreclosing promising oil and
gas resources.

A five year extension is more consistent with the current Administration practice and
planning process; a ten year extension is a bolder step still consistent with the
planning approach while responsive to claims that significant and possibly perrmanent
protection is warranted.

Pegging the extension to the Department’s planning period as opposed to the
expiration of the Bush moratorium in 2000 is most consistent with the
Administration’s planning process, and cmphasizes that the current most
comprehensive protection is provided by this Administration’s action, and not by the
Bush directive.

Industry and certain members of Congress will criticize the Administration for
putting areas off limits for additional periods of time without any new scientific
basis, arguing that it is arbitrary and inconsistent with the Administration’s five year
planning process.

Risks press criticism as a political, as opposed to substantive, act similar to the Bush
Directive on the eve of the 1990 election.

Those who believe permanent protection is warranted will argue that this does not
go far enough. Those same stakeholders will argue that a five year extension is not

4
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bold enough, and that President Bush imposed a ten year moratorium and we should
do no less.

Areas Permanently

Under this option, the President would issue a directive under Section 12 extending the time
period of all current moratoria as discussed above; and would also withdraw particularly
sensitive areas permanently. Alternatively, the directive could simply issue the permanent
withdrawal for selected areas and retain the status quo on the remainder of the moratoria,
leaving them in place through 2002.

While some have suggested that all existing moratoria should be made permanent, it is hard
to square this with the science and locality based reviews that have been Administration
policy to date, or with the Administration’s Comprehensive National Energy Strategy.
However, it is possible to distinguish particular areas in which it is clear based on existing
scientific information that oil and gas activity is incompatible with environmental values.

Absent any specific scientific review dedicated to this issue, the choice of such areas could
be controversial, with areas not selected arguing that they should have been included.
However, this is avoided by limiting the permanent withdrawal to the federal waters not
currently under lease within the twelve existing marine sanctuaries. These areas were
specifically created to protect distinctive natural and cultural resources in the marine
environment. They include the Florida Keys, Monterey Bay and Channel Islands in

California, and the Olympic Coast in Washington State. A complete list of the sanctuaries
is attached.

With some very minor exceptions, oil and gas drilling is currently precluded in these areas
through agency management plans, but permanent withdrawal would guarantee an additional
measure of protection. In a very few areas leasing that predated the creation of the sanctuary
permits some limited oil drilling to occur. Since you do not have the authority to unilaterally
withdraw areas currently under lease, that leasing would continue.

Pros:

. In addition to those stated above for Option 3, addresses concerns about the need for
some permanence with respect to moratoria, and minimizes claims that selection of
the areas of permanent withdrawal is arbitrary or without scientific basis.

. Reduces the risk that a future Administration or Congress would revise existing

protections for those areas.
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. In addition to those stated above for Option 3, may be perceived as unnecessary
because oil and gas leasing is already prohibited in all areas through 2002 and by
agency action in all marine sanctuaries.

. Some states without marine sanctuaries may react negatively to being excluded from
permanent moratorium protection.

Recommendation
That you choose one of the following:
____Option 1
___Option 2
____Include Presidential Directive reinforcing existing moratoria through 2002
___Option 3
____Five year extension
____Ten year extension
____Option 4
____Include five or ten year extension of existing moratoria

Permanent withdrawal of marine sanctuaries only
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NATIONAL MARINE SANCTUARY PROGRAM
1 ri C 1 ; i

liforni
Channel Islands (9/80)
Cordell Bank (5/89)
Gulf of Farallones (1/81)
Monterey Bay (9/92)

Florida
Florida Keys (11/90)

Georgia
Gray’s Reef (1/81)

waii
Hawaiian Islands Humpback Whale (11/92)

chusetts
Stellwagen Bank (11/92)

North Carolina
Monitor (1/75)

Texas
Flower Garden (1/92)

Washington
Olympic Coast (7/94)

American Samoa
Fagatele Bay (4/86)

Authority
Title I1I of the Marine Protection, Research, and Sanctuaries Act of 1972, authorizes the designation
of discrete areas of the marine environment as National marine Sanctuaries to protect distinctive

natural and cultural resources whose protection and beneficial use requires comprehensive planning
and management.
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June 5. 1998

MEMORANDUM FOR THE PRESIDENT

FROM: KATHLEEN A. MCGINTY

SUBJECT: OUTER CONTINENTAL SHELF OIL & NATURAL GAS LEASING
MORATORIUM

Purpose

In preparation for the Oceans Conference that you and the Vice President will attend late next week,
we have reviewed the status of oil and natural gas leasing on the outer continental shelf (OCS) to
consider whether any additional action is necessary. This memorandum sets out the current status
of the issue as well as four possible options for the future.

Background

A significant portion of the federal waters are currently off limits to offshore oil and natural gas
activity through the combination of a directive by President Bush, annual congressional enactments.
and the Department of the Interior’s five year plan. This combination of actions protects all of the
affected areas through 2002. President Bush’s directive, which expires in 2000, withdrew all lands
not under lease in 1990 off the North Atlantic, California, Washington, Oregon, and southwest
Florida coasts. Various annual congressional moratoria beginning in 1982 have placed off limits
additional areas, including New England, the Mid-Atlantic states, and southern Alaska (North
Aleutian Basin). The Department of the Interior’s five-year leasing program, effective from 1997-
2002, prohibits leasing in all areas covered by the Bush Directive and congressional moratoria.

Today, the majority of new offshore leasing activity and production occurs in the Central and
Western Gulf of Mexico. There also are existing leases off Alaska, and in the Atlantic and the
eastern Gulf of Mexico, but no production at the current time. Bonuses, royalties and rent payments
to the Treasury from these leases totaled $5 billion in FY 97, some of which was directed to the Land
and Water Conservation and Historic Preservation Funds. All of the Administration’s budget
submissions have assumed continuation of the moratoria, as have budget receipt estimates through
2008. Extension of the moratoria beyond 2002 will not impact existing Administration budget
planning.

Federal offshore production currently accounts for 20% of domestic oil production and 27 % of
domestic natural gas production. The Department of the Interior’s Minerals Management Service
estimates mean undiscovered resources in the OCS to be 45.6 billion barrels of oil and 268 trillion
cubic feet of gas, although not all of this is believed to be economically recoverable at current prices.
The relevant goals of the Comprehensive National Energy Strategy recently issued by the Department
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of Energy call for reversing the decline in domestic oil production by 2005, and for an increase of
six trillion cubic feet of domestic natural gas production by 2010.

Options

Options for action, set out in more detail below, range from continuing to address this issue through
the Department of Interior’s five year planning processes to extending the moratorium for an
additional period of time and withdrawing particularly sensitive areas permanently. You have broad
discretion under section 12 of the Outer Continental Shelf Lands Act to * . . . from time to time,
withdraw from disposition any of the unleased lands of the Outer Continental Shelf.”” Such a
withdrawal is a standing directive until reversed by the President or overturned by Congress. You
do not have the authority to withdraw areas currently under lease. None of the agencies or policy
advisors would recommend extending the moratorium to areas not currently under moratorium.

(1)  Continue Department of the Interior Planning and Efforts to Build Consensus

Under this option, consensus building efforts would continue, and existing moratoria
would continue to apply. The Department of the Interior’'s management plan would
protect areas currently withdrawn through 2002. Administration policy in this area has
included a commitment to resolving conflicts, building consensus as to where new
leasing and development should proceed, and making decisions based on sound science
and environmental protection. The current 5-Year OCS Oil and Gas Leasing Program
for years 1997 through 2002 is a reflection of that approach. Under this option, that
planning process would continue and the development of the 2002-2007 plan would
begin next year in accordance with those principles.

Pros:

. Continues a consensus-based approach to oil and gas development that does not
preclude providing access to offshore areas when justified by good science and
environmental protection.

. Lays the foundation for protecting state and environmental concerns without
precluding potentially substantial additional energy and economic benefits from
the OCS.

. Will be viewed by the oil industry as pursuing a non-partisan, science-based,
balanced approach to OCS development rather than a return to what they
viewed as an ad hoc moratorium process in the 1980s and early 1990s.

. Supports the goals of the Comprehensive National Energy Strategy.
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