


THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE *

REQUEST
Bill/Resolution No. H3 219

Title An Act providing for permits and fees

Requesced by_ Date

I. FISCAL DETAIL
Agency Affected, REVENUE
Program Category Affected ADMINISTRATION
Budget Request Unlt(s) Affected RESEARCH, DATA PROCESSING, PETROLEUM RZVTTUZ DIVISION

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
100 PERSONAL SERVICES 1.0 1.0 1.05
200 TRAVEL
300 CONTRACTUAL.
400 COMMODITIES ... .. ....

500 F.OUIPMENT
600 LAND & STRUCTURES

700 GRANTS. CLAIMS. ETC...

1 TOTAT

FUNDING (Thousands of Dollars)

GENERAL FUND 1.0 1.0 1.05
FEDERAL FUNDS

OTHER (Specify)

POSITIONS

FULL TIME See be low
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

The Department of Revenue estimates that the preparation of the income tax data
required for estimating purposes would require the effort of two man-days. The

preparation of the o il property tax data is estimated to require one nan-veek.
j It is assumed that the estimated costs could be absorbed.
IV. DATE 3/3111 PREPARED BY Baerbel R. Sorensen
AGENCY Department of Revenue
Original: Legislative Finance PHONE 465-2174 ,
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33 001 (Rev. 10/76)



"gross impact cost" and "development revenue" to be estimated by the
Department of Community and Regional A ffairs.

The "gross impact costs" are determined by multiplying the per capita
costs of state and local government services in the area with the maximum
anticipated population increase anticipated in conjunction with the

offshore development in the area. "Development revenue" is to be determined
by estimating petroleum property taxes, general property taxes, estimated
income tax collections, and anticipated outer continental shelf oil and

gas development grants.

The b ill is unclear with respect to several items:

1. It appears that the permit fee to be assessed is aimed at covering
costs of governmental services which w ill not be funded from other
sources. The b ill refers to per capita state and local government

cost without specifically indicating which cost items are to be
included, especially state costs.

2. It is unclear whether the permit fee assessed is supposed to reflect
estimated total cost for the 20-year period, or whether it is to be
based on the maximum impact at one point in time. The question of
the 20-year coverage occurs because of the reference to the discounting
of the cash flow on the revenue side. This implies that on the
revenue side, the whole period will be taken into consideration.

3. In this connection, the question occurs why the inflationary impact

is to be taken into account on the revenue side while no reference
to this is made on the cost side.

4. If the permit to be assessed Is to reflect the otherwise unfunded
portion of state and local costs, all state and local revenue
sources applicable should be incorporated. This would include a
local sales tax, if applicable, school taxes, all excise taxes,
license fees and other revenue sources, especially at the state
level. However, most of these revenues, as well as some of the
expenditure items, cannot yet be traced to specific localities.
Because of this, the concept incorporated in the b ill appears to be
unworkable, at least in its present form.
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Charles Prokop of Exxon, testimony before the Council on Environmental Quality,
September 26-27, 1973:

"As production grows itwould become necessary to havo
more and more personnel “on location® until within a

year or so a sizable community would develop near the
producing area. Ifwe keep our assumption of 200,000 B/D
production as an example area, we could expect approx—
imately 20 modest size business buildings, and two small
hotels foj temporary personnel and approximately 400
homes for the 600 people directly employed. A similar
number would be expected to live outside the area in
nearby cities with heavy emphasis still on Anchorage.

Of course, new supporting servic ~would grow into the
communities to servo the families of the employees,
providing new Jobs for those not directly associated
with the industry. This could produce a community of
near 2400 people and the churches, schools, recreation
and service buildings accompanying a small population
center. Land use would be approximately 0 square
miles .. ..

There arc several locations on the coastline of the Gulf
which would accommodate slZablu communities. At
present Yakutat and Cordova are the only towns in the
area under discussion. Neither is large enough to
absorb even a part of the increased population, but
either could be enlarged substantially should their
positions be strategic. Yakutat would probably be the
mo3t ideally located of the two."



OIL INDUSTRY EMPLOYMENT IN SCOTLAND

TAULE5.6 CHANGES IN OIL INDUSTRY EMPLOYMENT, MARCH 1973-DIiCIiMIIiR 1974
Mar. 73 Jun. 73 Sep. 73 (10 73 Mar. 74 Jul 74  Oct. ‘74

Inverness and Easter Ross," 1840 17% 2040 3206 415 435 3520j-
Remainder of Highland”

and Islands / 50 53] & 3% 930 136
North East J 1410 2356 2 35% 3730 4 065 4715 549
Taysidc f 5 ] £ % 1% 150 280 47
East Central8 j 65 / 710 910 975 1815 2530 243 }
West Central0 10 / 170 250 " 480 675 8 &H

Wy 4y SM0 5E0 B 1125 165 MU

I--it Central is equivalent to the |-irtlt of forth region as described in Chapter 6.
No I resit figure was published for this rpiarter, therefore previous total has been
carried forward.

¢. The figures for West Central Scotland do not include workers engaged in rig
construction work in Clyde shipyards, e.g. Marathon, Clydebank. In December
1974 workers in (his category numbered 1935

o

Source: Department of Employment.

SOURCE: Hutcheson, MacGregor and Hogg, Alexander, Scotland and Oil,

Dccr'74

4025

1565
6925
165
2080
870

16230

1975



TO: LISA
FROM: JUDITH

Income Tax of OCS drilling rig employees

Transcript - Verbatim /17777

Ose: "These 75 or whatever, that are being brought up
then, the only revenue 1is through income tax?"

Matthews. "That"s right, because they don"t live in the
state and they don"t place any demand or services
on the state".

Kelly: "Why are we receiving income tax on these people,
I don"t think we are, are we?"

Matthews: "It depends on how their residency is established
with the company. IfT they are working for a company

that is established and franchised with the State of
r.laska, and they"re paid out of Alaska, then essen—
tially a portion of their income is subject to Alaskan
taxation.

Kelly: "Is the Alaska Star subject to Alaska taxation?"

Matthews: "Yes sir, being it"s maintained and operated by a
company called North-Star Drilling Company in
Anchorage.™

I spoke with Mike McCormick, Chief, Audit Services,
Department of Revenue and between corporate and individual
taxation. The company has a legal obligation to withhold
taxes on employees who are residents of the state. The
state can tax individuals who are nonresidents Tor income
earned within the state. The state has no legal jurisdiction
to tax income earned outside of the state.



EXHIBITN'

COMPARATIVE EMPLOYMENT DATA
1961-1974
KENAI-COOK INLET LABOR AREA

% Increase % Increase
1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1972 1974 1961-1970 1961-1974

Total Civilian Work Force 2,512 i, 123 3,274 3,318 2,914 3,883 5,415 6,475 6,262 5.560 5508 5,967 5,748 6,179 121% 146%

Total Employment 2,102 2,664 2,723 2,830 2,510 3,383 4,936 5,892 5,510 4,745 4,594 5,022 4,831 5375 126% 156%

Total Unemployment 459 551 488 404 500 479 583 752 914 945 917 970 99% 137%
Non-agricultural wage and 1,284 1,322 1,397 1,754 2,462 3,677 4,153 3.576 3454 3,822 4.049 4,487 273% 367%
salary employment

Mining cH D 169 159 179 212 415 915 (T0??P) 966 652 525 528 560 503 321% 225%

. **

Contract Construction G D 04 99 128 259 821 (TTT) 736 354 390 433 343 441 521% 674%

Manufacturing 138 198 236 266 265 258 260 333 482 583 524 553 629 716 32204 419%

Transportation, communi- 90 104 A 107 124 141 306 267 273 293 254 280 296 404 226% 349%

cations and utilities

. . ** ** ** e ** **

Finance, insurance and 27 34 44 v * % * 79 81 920 *x 233%

real estate

i Kk
Services 86 154 135 180 263 334 401 364 339 338 446 596 671 204% 680%
|\/||sce||aneous * * * * ** ** ** ** ** o o s -
55 20 88
Government f 294") 397 403 380 445 595 011 & 701 751 373 946 047 947 155% 2220

*Services and miscellaneous aggregated
seWithheld to comply with disclosure regulations



Sec. 41.45. . FEDERAL GRANT ASSISTANCE OFFFET. (@ Formula
grants appropriated under sec. 308(c) of the Coastal Energy Impact
Program (16 U.S.C. 1456a(c)) and received by the state for the purpose
of reallocation to municipalities and communities in accordance with
the provisions of that Act Siiall be applied to offset fees due under
this chapter.

() If the department determines an allocation prior to payment
of a fee by an applicant under this chapter, there shall be allowed
as a credit against a fee payable by the applicant an amount determined
by applying to the allocation for a municipality or community the
ratio which the fee payable by the applicant bears to th-i estimated
fees payabale by all applicants for facilities to be located in the
municipality or community or within 10 miles of the municipality or
community during the fiscal year.

(© If the department determines an allocation subsequent to payment
of a fee by a permit holder under this chapter, there shall be allowed,
as a credit or refund, an amount determined by applying to the allocation
for the municipality or community the ratio which the fee paid by the
permit holder bears to the total of fees paid and the estimate of fees
payal®s by all permit holders and applicants for facilities to be located
in F municipality or community or within 10 miles of the municipality
or cummunity during the fiscal year. The permit holder may claim the
amount computed in this subsection

() as a credit against any additional fee payable for the
benefit of the municipality or community under this chapter; or

(@ if the permit holder reasonably anticipates no further
activity in conjunction with a shore facility within the municipality or
community or within 10 miles of the municipality or community which would
require a subsequent permit or amendment of a permit for an existing
facility, as a refund of the amount.

(d Amounts refunded to a holder of a permit under (c)(@ of this
section shall be withheld by the commissioner from payments due the
municipality or community.

(e In this section, "allocation" means the intrastate determination

and allocation required to be made by the department under AS 44.47.050(19).



AS 44_.47.050 is amended by adding a new paragraph to read:
(19) by regulation adopted in accordance with the Administrative
Procedures Act (AS 44.62), provide for an intrastate allocation process
for the determination and equitable allocation of financial assistance
payable to municipalities and communities under sec. 308(g)(®@ of

the Coastal Energy Impact Program (16 U.S.C. 1456a(g)(2)).



EXAMPLE 1: Determination of allocation prior to payment of fees ...

The Department determines that, of the federal grant money available,

the City of X is entitled to $ 100,000.

is estimated that there will be Tfive applications for permits to

issued in X during the same fiscal year, the applications and

fees payable jet out below:

A $ 20,000
B $ 40,000
C $ 75,000
D $ 15,000
E $ 50,000
$ 200,000 Total permit fees payable

may claim as a credit against the $ 20,000 fee payable the sum of

10,000

s 20,000

R 200’000 = 10% x 100,000= $ 10,000 and pays $ 10,000
may claim as a credit 20,000 and pays 20,000
may claim as a credit 37,500 and pays 37,500
may claim as a credit 7,500 and pays 7,500
may claim as a credit 25,000 and pays 25,000

$100,000 s 100,000

In summary, the municipality receives $ 200,000

$ 100,000 from the allocation made by the Department

$ 100,000 from the payments by the applicants



EXAMPLE 2. Determination of allocation subsequent to parent of fee

by one or more applicants; claim for creditor refund

The department determines that, of federal grant moneyavailable,

the City of Y is entitled to $ 200,000.

Two permits have been issued, and two permit fees paid in full by the
permit holders, amounting to total payments of $ 40j ,000:

A has paid $ 100,000

B has paid $ 300,000
During the fiscal year, the department determines, Tfrom advancereports
which 1t receives, that 3 more permits will likely be issued:

C: estimated permit fee of $ 50,000

D: estimated permit fee of $ 35,000

E: estimated permit fee of $ 15,000
and that the total of all fees which will fall due during thefiscal

year for the City of Y will be $ 500,000.

A may claim as a credit (against future fee payments) or a refund
the sum of $ 40,000:

s 100,000
= 20% x $ 200,000 = $ 40,000
$ 500,000

B may claim as a credit (against future fee payments) or a refund

the sum of $ 120,000

$ 300,000
= s0u x $ 200,000 = s 120,000
$ 500,000
C, when it pays its fee, pays $ 30,000:
$ 50,000
= 10% x ¢ 200,000 = s 20,000 credit against $ 50,000
$ 500,000

an actual payment of $ 30,000
D, when it pays its fee, pays $ 21,000:
35,000

= 7% x $ 200,000 = $ 14,000 credit against $ 35,000
500,000

B B

an actual payment of $ 21,000



E, when it pays its fee, pays $ 9,000:
$ 15,000
= 3% x $ 200,000 = $ 6,000 credit against $ 15,000 or

$ 500,000
an actual payment of $ 9,000.

In summary:
The department provides, by way of credit or refund, $ 160,000 to
the benefit of A and 73:
to A $ 40,000
to B $ 120,000
It withholds this amount ($ 160,000) from the $ 200,000 allocation

due the City of Y, and pays the City the difference ($ 40,000)

The City of Y
has received $ 400,000 from A and B
will receive 30.000 from C
21.000 from D
9,000 from E
40.000 of federal funds from the State
$ 500,000
The permittees have each paid (net after allowing for credits

Is) 60% of the fee which they should

A 60% X $ 100,000 $ 60,000
B 60% X $ 300,000 180,000
C 60% X $ 50,000 30 ,000
D 60% X $ 35,000 21,000
E 60% X $ 15,000 9,000

which, together with the $ 200,000 of federal assistance, equals
the $ 500,000 which the City of Y was entitled to under the permit

fee formula.



RESPONSE TO COMMENTS RECEIVED DURING TESTIMONY ON FRIDAY, MARCH 25,

WITH REFERENCE TO PROPOSED CSHB 219 -

Page 3, line 5: reference to "adjacent community or on the region'—
The term has no clearly understood reference unless one is provided in
the bill. The committee may want to phrase a definition in terms of

distance or mileage or, in keeping with the spirit of the bill, suggest
or require that the department define the term by regulation. This
could be done by incorporating the latter as a mandatory requirement

in the section entitled "Administration, "™ AS 41.45.100(b) of the draft.
[The term also appears, obliquely, at page 4, lines 2 and 3 and6.]

Page 3, lines 21 and 22: reference to "health, welfare, and safety'—

The purpose of inclusion of the phrase was to allow the department to
require evaluation of impact in the broadest possible terms with reference
to any governmental function which an affected local government might
perform under AS 29.

Page 3, line 28: correct to read

(@® a resolution of approval of the governing body...

Page 4, line 10: Subsection (e) may be deleted; because applications are
available for public inspection [subsection (c)l1l, the department may pro—
vide copies to any interested party.

Page 4, lines 23 and 24: The Tformula could be made "tighter™ by having it
read:

(@ the estimate of the maximum anticipated population increase
within the municipality attributable to employment. ..

Page 5: Sec. 40 of the draft.

With respect to the observation of Mr. Singletary, it wasmy intent
that theissuance of a permit not beheld up while the parties engage
in hearings over whether the fee determined and tendered by the applicant
was properly computed, but only if a fee, however determined, was not
“"promptly paid"” [see sec. 60(1), TFTollowing page].
Page 6, line 19:
estimated value of the facility determined under sec. 30(a)(@) of

this chapter by more than 10 per cent;



Page 6, Iiné 23: Objection was made that there was no time frame within which
the department would be required to rele ;je a permit. The provision could
be amended to read:

Sec. 41.45.060. ISSUANCE OF PERMIT. The department shall issue
a permit within 30 days of receipt of a complete application. The
department may refuse to issue a permit...

Page 7, lines 1-11: Request that no permit be revoked or suspended without
opportunity for a public hearing. Revise the section to read:

Sec. 41.45.070. REVOCATION OR SUSPENSION OF PERMIT. The department
may revoke or suspend a permit issued under the provisions of this chapter
if, after notice and hearing to ail parties, the commissioner determines
that

(1) the facility does not conform, in location, construction or
operation, to applicable municipal ordinance or regulation; or

(@ an additional fee is due and payable under sec. 40(b) of this
chapter or an additional fee and penalty are due and payable under sec.
50(b) of this chapter, and the holder of the permit has failed to pay
the additional fee, together with penalty due, if any, within the time
prescribed by law.

Page 7, line 15 and 16: Revise to read:

...to defray the costs of administration and enforcement of the provisions
of this chapter.

Page 7, lines 25 - 27: Amend to read:

for which a permit has been issued under this chapter for compliance
with the provisions of this chapter and the provisions of the pernmit
application.

[The purpose of the section is to require that some entity havinj

the technical capacity to do so oversee operations of permittees

in order to assure that the statements made by the applicant for

permit reflect the later circumstances. IT activity exceeds

predictions, a supplementary permit fee may be levied.]

Page 8, line 2: One witness mentioned that "standard multiplier factors”
vary among communities. I don"t know whether this is true but, ascuiing

it is, the paragraph could be amended to read:

(1) standard multiplier factors determined by region and appli-



cable to all communities within a region relating the number...

Page/S, lines 13 and following: In light of the fact that some of the informa—

Page

Page

Page

tion required under long-range reports must be provided to the
~Department of the Interior under the provisions of an 0CS lease, the
"committee might want to consider a further subsection in sec. 110
luthorizing return of this information in satisfaction of the require—
ments imposed in this section.

9, lines 7-12: This is a CRIMINAL penalty intended for application

to a farty required to have a permit under this chapter and conducting
operations without that permit. The CIVIL penalties in the bill are

to be found in two places: the 10% penalty of sec. 50(c) [page 6, line 10]
and the "double payment" provision of sec. 120 [page 9, lines 1-6].

9: Add, to the definitions section, a standard definition of the term
"municipality.”

S

2, line 16 and following: You re asked for clarification of the parties
which would be required to apply for a permit. As section 20(a) is now
written, the applicant would be a party "engaged in exploration, develop—
ment or production under terms of a lease... in the offshore waters
adjacent to the stare,'" thus placing the burden squarely on the companies
holding the leases. Should you want to require that actual contractors
and/or operators (rather than the industry directly) bear the responsi—
bility and attendant costs, it would be sufficient to rewrite sec. 20(a)
to read:

@ No person may construct, a shore Ffacility without first apply—
ing for and securing from the department a shore facilities construction
permit and paying the fee proviﬂed in sec. 30 of this chapter.

You would, of course, rely on the definition of "shore facility"” set
out in the definitions section to distinguish between facilities for
which a prior permit is required and those which would not. Using the
language set out above, however, it would appear clearer that the

contractor would carry the burden.



Sec. 41.45.060. ISSUANCE OF PERMIT. (@ The department shall
issue a permit within 30 days of receipt of a completed application
and payment of the permit fee. The department may refuse to issue a
permit only if it finds that

d) a fee due and payable by the applicant on an original
application or an amended application has not been promptly paid; or

(2) the application does not contain, or is not supported by,
written approval of the governing body of the municipality required
by sec. 20(b)(8) of this chapter.

(b) If the area affected by construction of a shore facility is
within one municipality and the municipality unreasonably withholds
approval of an application for permit required by lIsec. 20(@)(8) of
this chapter, the commissioner may waive the approval requirement and

issue the permit.



Sec. 41.45.060. ISSUANCE OF PERMIT. (@ The department shall
issue a permit within 30 days of receipt of a completed application
and payment of the permit fee. The department may refuse to issue a
permit only if it finds that

(1) a fee due and payable by the applicant on an original
application or an amended application has not been promptly paid? or

(2) the application does not contain, or is not supported by,
written approval of the governing body of the municipality required
by sec. 20(b)(8) of this chapter.

(b IT the area affected by construction of a shore facility 1is
within one municipality and the municipality unreasonably withholds
approval of an application for permit required by .sec. 20(b)(8) of
this chapter, the commissioner may®.waive the approval requirement and

issue the permit.

%

vj



REQUEST rc UD
JF»HIePcsolunon No

An Act Providing for-PermTts...tor Ottsnore OiT 8 "Gas txploration,Development &
Requested by House community &kegional Affairs committee Date u3/78/// Prottnrtic

Il FISCAL DETAIL
Agency Affected Division of Community Planning, Dept, of Community & Regional Affairs

Program Category Affected  Development
Budget Request Unit(s) Affected Community Planning Assistance

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80  FY 81 FY 82

100 PERSONAL SERVICES
700 TRAVEL 4.0 4.0 b.U
300 CONTRACTUAL 3.0 3.5 .
400 COMMODITIES 10 ...LiC ..10...
S00  EOUIPMENT
600 LAND & STRUCTURES
700  GRANTS. CLAIMS. ETC.

TOTAL 8.0 9.0 10.0

FUNDING  (Thousands of Dollars)

GENERAL FUND 8.0 9.0 10.0
FEDERAL FUNDS
OTHER (Specify)

POSITIONS

FULL TIME -0- -0- -0-
PART TIME
TEMPORARY

IIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

CS HB 219 sets up a permit requirement for persons providing shore facilities in
support of oil and gas exploration, development and production offshore Alaska and
requires the Department of Community and Regional Affairs to receive and act upon
permit applications according to standards set out in law and regulation. We antici—
pate that the actual number of permit applications to be processed will be limited

at first (5-20 annually) and do not justify a full-time position. The limited staff
time needed to administer the permits and fees can best be provided by adjusting staff
priorities. However, administration of CS HB 219 also requires adoption of regula—
tions, public distribution of data, and may require extensive public hearings. The
Fiscal Note does allow for travel, public notices, distribution of data and other
incidental costs as may prove necessary.

IV. DATE QB/29/.77. PREPARED BY

AGENCY  cQmmuni.ty.JR.lann.ing-Div.is i.m
Original:  Legislative Finance PHONE 465-4706
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)
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