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CITY OF PETERSBURG

P. 0. Box 329 e Petersburg,Aiaska 99B33

March 30, 1977

Representative E.J. Haugen
Pouch V

Juneau, Alaska

99811

Dear Representative Haugen:

HB 219, if passed, would be detrimental to all Alaskan Communities
in their development, planning and zoning, and economics.

HB 219 could and would retard development of any facilities in
Alaskan communities and makes decisions by local authorities
impossible.

Petersburg is vehemently opposed to this Bill in any form.

I am personally totally opposed to this Bill.

Sincere ly»

Theodore M. Smith
Mayor, City of Petersburg

TMS/plc



JAY S. HAMMOND . GOVERNOR

DIVISION CFLOCAL GOVERNIVENTASSISTANCE POUCHB - JUNEAU S93H

October 20, 1977

Drar State Legislator:

Enclosed is the department®s new regulation implementing the Coastal
Energy Lipact Program (CEIP). The CEIP is a federal grant and loan
program designed to help coastal states and communities deal with the
impacts of energy development.

Under the CEIP the state is given the primary responsibility for administration
with the federal CEIPoffice providing technical assistance and funding.

On April 4, 1977, Governor Hammond designated DCRA as the lead ”"gency

for the CEIP. Accordingly, DCRA has assumed the responsibility of

preparing the federally mandated intrastate allocation process required

to implement and administer this program. Local government officials

and interested state agency personnel helped draft the guidelines that
implement this process and we expect these parties to continue to be

active 1in guiding this program.

This allocation process and the criteria used to rank applications has
undergone a great deal of public scrutiny and will be subject to periodic
revision. We feel that much will be learned in the initial year of
operation and therefore we need the flexibility to go back and revise

the CEIP application process to make it a more workable and useful
program. Public input on any proposed changes will be encouraged and in
some cases changes will probably be initiated by eligible CEIP applicants
or other interested parties. The adoption of this regulation will

afford us the flexibility to make needed changes to insure the maximum
benefit from this program.

Palmer McCarter
Director



DEPARTVENT CF GOVMINITY AND
REGIONAL AFFAIRS

Notice of Proposed Changes in the Regulations of the *
Department of Community and Regional Affairs

Notice is hereby given that the Department of Community and Regional
Affairs, under authority vested by AS 44.47.160, proposes to adopt

regulations in Title 19 of the Alaska Administrative Code to implement
AS 44.47.050(14), as follows:

(1) Chapter 17 1is created by adding new provisions as follows:
Section 10 - Coastal Energy Impact Program

19 AAC 17.010. Loans and grants, shall be made in
accordance with the provisions of this Department®s
"Coastal Energy Impact Program Policy Guidelines".
Copies of the "Coastal Energy Impact Program Policy
Guidelines"™ are available from the Department of
Community & Regional Affairs, without cost.

Authority: AS 44.47.050 (14)
AS 44 _.47.100

Notice 1is also given that any person interested may present written
statements or arguments relevant to the action proposed at Room 209,

Community Building, Juneau, Alaska, before 4 o"clock p.m. on November
18, 1977.

Copies of the proposed regulation may be obtained by writing to: CEIP
Coordinator, LGAD, Pouch B, Juneau, Alaska 99811.

The Department, upon its own motion or at the instance of any interested
person, may thereafter adopt the proposals substantially as described
above without further notice or may decide to take no action on them.

DATE: October 14, 1977

/s/ Lee McAnerney
Commissioner



CEIP FEDERAL ALLOTMENTS TO" ALASKA FDR FY*® 77

Figure 1
A 94300 Coastal Energy Impact Prograny  Primery and Fnd 308() Plamning Grants
Rupose Primary Source Secondary Source
Planning fr%rba }ngeng ta? cilities &gﬁninmts : L&@gﬁs

blic. X 30801 "
Eé;f@‘e/iées L%rg(?d‘ EQ.WF?G”dem it e i W &

é;m%ﬂ%%?n ' DL P %&ﬁ@a&ﬁ%ﬁxm (Pl et

ML, 1o ceagtaﬂ.—d{ependcnt R 0)
Creation SR for. coastal=dnponrinnt ,
%@e@ ety Sy ety i
Square (a) Ftmd Planning Grants — 308(c) 80% Fed. / 20% Local/State Alaska Allotment
Squares (b) (d) (F) (h) Fonmla Grants - 308(b) 100% Fed. Alaska Allotment
Squares (c)(e) fp Credit Assistance (“Fund™) 308(d) (1), (2), (3) 1007. Fed Alaska Allotment

Square (1) Envircamental/Recreation Grants 303(d) (4) 10.07. Fed. Alaska Allotment



S en ate

Washington

The Senate yesterday voted for
a sweeping overhaul of the rules
for tapping offshore oil and gas
resources and gave Presidemt Car-
ter the power to order exploratory

were not vetoed
House or Senate

« « Reduce the number of leases
that could be sold under “cash

bo?fus" bids from two-thirds to one-

iirilolling both in the seabed and on,, half. T,
and. e

A bill makinF major amend-
ments in a 1963 faw allowing the
leasing of petroleum resources on

ffshore

* Guarantee

wonj prices, and would require
.that pipelines carrying oil from the

as eﬁi59to ThebHI,settMnew lon a nondiscriminatcry basis,
&u@g ines for. 0 rll ‘

g~ re OBt - "W Give states more say.in

~

|
e Direct the President to make .

oftshore matters, create a fund to
pay for damage caused by oil spills

an inventory of the nation’s.oil and *-rand provide compensation for fish-

gas resources and give
power to order federal exploratory

drilling_on offshore and onshore V

land—either public or private. Fed-'

him the t.ermen whose vessels or

or gear are
damaged by offshore ou operations,

Senator J. Bennett Johnston

oral agencies would do the explor- ~(Dem-La.) called the Durkin amend-

atory “drilling only If It, was not
being done by oil Companies. X

* Give the secretary of Interl-
0- an almost unlimited number of
bidding systems to choose from in
|awardmg offshore (%”b agd ias

s. An amendmen enat
TR w8 =0 roul B
the secretary use a hidding system

ment — which would give the
President power to order explorato-
ry anImgi, — “absolutely insane."
Senator Clifford Hansen (Rep—Wyo.)
called it a "ripoff” cf the tax,oa er
and probably unconstitutional. The

tor John Durkin (Dem-NH.
“| happen to think that it

J;- ! *'rf]%eg)enden refi-t/:
NErS, aceess 1o 0TISnore crude-.d « ndependent drillers who now who

. the outer continental shelfwas ' outer shelf be open toall producers e

)]* Sena' -

J

mH ; - e o
represents a clear mvasmﬁ of the
rights of the private property own-
er," Hansen said. "There would be
lawsuits filed from one end of the
country to the other.”

Johnston said the amendment
would -result in a “multibillion
dollar” proqra,m of exploration by a

overnment ojl company replacing

do 9 per cent of the explorator
dri?lingﬂmp._,, . P y

Senate Democratic Leader
Robert Byrd of West Virginia told

his colleagues the bill might do
more to 'improve the nation's ol

and gas supply-than any other
energy bill now-pending “in con-
gress. Vv -p o, e

~The bill, Byrd said, would
increase the number of companies
that could drill on the outer conti-
nental shelf while also increasing
the government’s ability to assess
the nation’s oil recsources.

The legislation now goes to the
House, where similar legislation is
Pendm before a special commit-
ee. The controversial senate
amendments could run Into trouble
in the House. United I'reti

e Crr- j*
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Early morning stm highlights this totem pole In the Sitka National Monument administered
by the National Parto Service in the Southeast community. The monument commemorates
the 1804 battle hetween Tlingit Indians and the Russians for possession of the area. A nearby
visitors’ center houses a facility for Indian craftsmen.

N e w

By ROSEMARY SHINOHARA
Dally News Staff Writer

Interior Secretary Cecil Andrus
has announced a new offshore oil
and gas leasing schedule through
1981 with six sales planned off
Alaska, including a second sale in
Cook Inlet.

The schedule, made public today,
excludes two areas which Alaska
officials suggested should be con-
sidered as marine sanctuaries, and
three of four areas where the state
said sales should be held off until
Arctic ice experience and
technology were developed.

Andrus said in announcing the
schedule that it was prepared “in
close consultation" with the affected
coastal states. States were asked to
respond to detailed questions about
sales in their ureas by July 15, und
Alaska did so at great length.

The secretary had earlier announ-
ced a sale In Lower Cook Inlet in
October of this year. That sale, sup-
ported by the administration of Ciov.

Jay S. Hammond, was originally

Other sales on the latest planning

scheduled for February of this year. $ schedule include:

But when Andrus became Interior <
secretary, heordered it postponed, !

jTII
N e w oil

(Continued from Page 1)
Beaufort Sea sale in December of
1979. v

—A Gulf of Alaska sale in June of
1980, and a Kodiak area sale in
October of 1980.

—A second sale in Cook Inlet in
March of 1981, and a sale in the Nor-
ton Sound area of the Bering Sea in
December of 1981.

Two federal sales which had been
proposed under prior Republican
administrations, one at St. George
Basin on the Bering Sea shelf and
one in Bristol Bay, were not on the
Andrus planning schedule.

Commissioner of Natural Resour-
ces Robert LeResche said Monday,
"We're pleased with the schedule.

it v/as very responsive to our
suggestions. Especially since they
listed second sales in the North Gulf
of Alaska and Cook Inlet. Our only
disappointment is that the Beaufort
Sea sale is not happening until late
*79. We had asked that it be held in
early 1979 in conjunction with a state
sale."

The State of Alaska, in its com-
ments to Interior last month, recom-
mended that both the Bering Sea and
Bristol Bay areas be considered as
marine sanctuaries, and lease sales
inthem be postponed indefinitely.

The state also had recommended
that sales in the Chuckchi Sea, the
Norton Basin In the Bering Sea, in
die ice shear zone and ice pack zone
of the Beaufort Sea, all be delayed
until adequate technology and

leasing

A federal-state near-shore
(Continued on page 2)

Cam.)

schedule .,I

experience is developed to ensure«
safe operations in Arctic ice con-+
ditions. * e

Particularly, the state recommen--|
ded that in those four areas, sales";
should be put off until development,!
in the near-shore region of the-j
Beaufort Sea proved that j
exploration and development would !
be technologically successful.

Of the four areas, Andrus >
scheduled only the Norton Basin \
sale, and that one is the longest ;
range sale on the planning schedule, j

As for the second sale in Cook Inlet j
in 1981, the secretary safd the
three-year interval was intended to
prove for “an orderly level of
activity.” -



Senate

Times Washington Bureau

WASHINGTON -T h e Senate En
ergy Committee voted yesterday to
give Alaska and other coastal states
a greater share of the revenue from
offshore oil and gas to help cope with
onshore impacts of drilling.

The revenue sharing amendment
was added to a broad outer continen-
tal shelf reform bill which passed the
committee by a 12-4 vote.

According to a spokesman for
Sen. J. Bennett Johnston, D-La.,
author of the amendment, Alaska
probably will not benefit from the
revenue slia ring plan until actual oil
production starts inseveral years. *

He said the amendment is aimed
for the time being at compensating s
tales where oil production is already
under way — primarily in Louisiana
and Texas.

Under the amendment, a $100 mil-
lion fund would be set up and distri-
buted each year to coastal states ac-
cording to the amount of oil and gas
produced or landed off their shores.

The money could be used in acco
rdance with the state’s approved
coast/one management plan to help
cope with the numerous onshore im-
pactussociated with offshore dril-
ling.

Meanwhile, House authors of tiie
outer continental shelf bill are work-
ing on a completely different
revenuesharing amendment which
would give Alaska a far greater
share of the oil profits and start the
payments immediately.

Under the House version, which |
s being drafted by Reps. William J.
Hughes, D-N.J., and John Breaux, D-
La., states would not have to wait fo-

Commi

t tee

roil pioduction to begin before quali-
fying for the impact assistance.

Rather, they could begin drawing
money as soon as the first acreage of
f their shores is leased to the oil com-
panies — a step which has already be
en taken in Alaska. ;

Instead of limiting the total im-
pact fund to $100 million a year, the
House version would set aside as
much as $2 billion a year for the
coastal sta tes, depending on the
total amount of money received by
the national treas ury from outer
continental shelf oper ations.

Hughes, who met briefly with Pre
sident Carter yesterday, reported th
at the President does not favor the H
ouse approach since it would funnel
millions of dollars to coastal states
merely because drilling is taking p*a
ce off their shores and not really be-
cause they need it.

Hughes conceded that he may ha
ve to decrease the total amount of m
oney which would be provided to coa
stal states in order to avoid the app
earance of a windfall which might
cuusthe whole program to be defeat-
ed. . my <v.- [ N< I;Y

But he said the Johnston amend-
ment us passed by the Senute com-
mittee Is ulso unacceptable because
it would not give Alaska the money It
needs at this time to prepare for off-
shore drilling.

In addition to adopting the reve-
nue sharing proposal, the Senate
comsmittee also acted on two other
important amendments to thebill.

First, the panel defeated an amen
dment which would have authorized
the secretary of Interior to engage in
government-sponsored oil drilling.

Favors

The secretary already has that au
thority under the law, and Secretary
Cecil Andrus has announced that the
government will begin ar. explora-
tion program as earlyas next year.

By defeating the amendment, the

.committee did not take away the sec

' retary’s authority to drill, but simp)

lyserved notice that it does not look
\ e

Onshore

favon government drilling, a com-
mittee spokesman explained.

In addition, the committee adopte
d an am_endment strongly opposed b
y the oil industry which would re-
quire the use of bidding systems
other than bonus bidding on one-third
of all offshore acreage,

The oil industry has lobbied fierce

*! n <

I mpact

Fund ;

ly against changing the bidding sys-]
tern and in favor of the status quo.

The House Outer Continental Shel]
f Committee is scheduled to begin vc
ting on its version of the bill June V
and it is obvious that there will be dill
ferences which will have to be rel
solved in conference.



The Honorable Lisa Rudd
2827 Lore Road
Anchorage, Alaska 99507

Dear Lisa:

Enclosed are the materials on House Bill 219 which Rob Shoaf and | presented to
the Community and Regional Affairs Committee in August. The materials are
marked as Exhibits 1 through 8 and do not at this time represent departmental
policy on this bill. The exhibits are summarized in the following paragraphs.

Exhibit 1. This exhibit shows the onshore and offshore employment assumptions
used by this Department to forecast total OCS-related employment in the
Northern and Western Gulf of Alaska. Also included are current population
estimates for those coastal cities likely to be affected by exploration and
commercial development of offshore petroleum resources. Please note that while!
none of the individual activities employ large numbers of people, the numbers
of new jobs assumed would significantly contribute to the population of small
cities which might be affected.

Exhibit 2. Exhibit 2 indicates the planning capabilities of those cities and
boroughs which may be affected by leasing and development of offshore areas
near their jurisdiction. While most of the muncipalities have a planning

and zoning commission, very few actually have a professional planning staff.

Exhibit 3. Exhibit 3 lists the loans and grants available through the Coastal
Energy Impact Program (CEIP). Available are planning grants, formula grants

and credit assistance. All planning grant money must be used before formula

grants become available. Planning grant requires a 20 percent match by local
comm_unfltles. The twenty percent match required could be financed through PCS
permit fees.

Exhibit 4. Exhibit 4 lists the types of planning activities which can be funded
through the CEIP program. Please note that CEIP funds are not current!v_avail-
&ble to finance the cost of negotiating with a potential developer or handling
increaseT?~Tnrfstrative costs resulting from rapid growth.

Exhibit 5. Exhibit 5 is a summary of the most recent version of House Bill
2T79. It contains a table which estimates the hypothetical revenues that would
be generated from the proposed fee schedule.

Exhibit 6. Exhibit 6 is a brief outline of the merits of House Bill 219, its

shortcommings as it is currently written, and suggested improvements which might
be considered by the Committee.



Page 2
The Honorable Lisa Rudd
October 6, 1977

Exhibit 7. Exhibit 7 is Rob's critical examination of two areas in the bill
which_he thinks may need further revision: local approval power and prior
planning by the developer.

Exhibit 8. Exhibit 8 suggest_s examples of statutory language which might min-
imize problems raised in Exhibit 7.

| hope this information is useful to you and the Committee members. As |
told you during our last meeting, | will be available to discuss the bill at
the November Municipal League Meeting, or at another time if more convenient.
Looking forward to speaking to you soon.

Sincerely yours,

Lois Kramer _
Planning Supervisor

LK/sv

Enclosures
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MUNICIPALITY OF ANCHORAGE

Yakutat
Cordova

KENAT. PENINSULA BOROUGH
KODIAK 1SLAND BOROUGH

Unnlaskn
Dillingham

BRISTOL BAY BOROUGH

City of St. Paul
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A
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CLASSIFICATION

Unified home rule boro.

First class city
Home rule city

Second class borough

Second class borough

First class city
First class city

Second class borough

Second class city
First class city
Second class city

Home rule borough

ORGANIZATION
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1979
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1979
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1978(a)
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1980(a)
3980(a)

1979

PLANNING TOOLS

1961(b)

1976
1976

0 1970
E>  1968(c)

1977
1970

1966
19681 .
1971(d)

1973

1967

1966

1968
1975

1976
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(a)Cities within the unorganized borough. Nearby areas in the unorganized borough may be affected by 0CS development and

nay eventually be organized
later than 1980.

adopted

(b)Comprehensive plan for the Municipality of Anchorage in being updated.
(~"Comprehensive plan updated for Port Lions

NLand use element of comprchcnaivo plan for Kotzabuc updated in 1976.

into coastal

in 1975 and for Near

resource service areas.

Figure 1

Island

in 1976.

PLANNING CAPABILITIES

Coastal manugemont plans for service areas may bo

POPULATION (1976)

175,603

662
2,606

19,607
7,901

510
1,176

1,167

656
2,585
2,631

12,616



15% of $3.5 million divided equally among 34 coastal states =approximately $15,000

85% of $3.5 million alloted on basis of need
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[. Summary of HB 219

The onshore facilities construction permit.bill was proposed in the
Tenth legislature - First session by representative Farr and eighteen
others. It is designed to provide municipalities affected bK offshore
energy development with a means of exercisin% control over the location
and public costs of OCS related onshore development.

Under the bill, each facility must obtain a permit prior to beginning
construction. Permits cannot be issued without local apFrovaI from the
municipality where the facility will be located. Thus, local units are
given a bar?alnlng tool which can be used to negotiate over the location
and types of OCS related facilities. If negotiation fails to satisfy
local needs, municipal denial of project apProvaI will bar issuance of
the permit and prevent construction of the facility in that municipality.

Permit fees generated under the bill are to be used to plan for and
minimize the public costs of the OCS related onshore development. Fee
amounts are proportionate to the projected impacts of the facility.

(see table 15) At least 50% of the fees will go directly to the municipality
where the facility is being built. An additional 45% of the fees will
benefit the municipality in the form of state assistance.

This 45% of the fees will be allocated” among state agencies and the
municipality by DCRA according to their'relative responsibilities for

the Frovision of public facilities and services necessitated by the
development. State assistance will be in forms of planning, legal expertise,
and the direct provision of services such as education, transportation,

and health care.

HB 219 proposes two alternative fee schedules. One measure of fees is
based on population growth and the cost of government. The alternative
measure is based solely on the value of the ﬁroposed development. For
each facility, the formula producing the highest fee is used.

Using the valuation measure of fees, the amount of revenues produced by

a development is related to the size of the proposed facility. Facility
value is roughly predictable by the stages of the oil extraction process.
During exploration, supi)ort facilities on shore will be valued at $10 million
or less. Based on a value percentage fee calculation, a $10 million
facility would pay $250,000 in fees, (see table 1) If oil is discovered,
shore processing facilities will have a much higher value. The very

large processin% facility at Valdez is valued at $1.2 billion dollars.
Fees for a facility that size would be $ million dollars. Although the
scale of the terminal at Valdez represents the largest type of terminal
which may be built to service offshore oil, it is obvious that processing
facilities will generate large fees. Table 1 gives examples of fees
produced by different sized production facilities.



(1) Preliminary planning for the consequences of new or expanded
significantly
energy facilities™affecting the coastal zone, including

(@)) » analysis of govexnnent or private industry siting policies;

(if) > devising strategies for the public purchase of land or the
establishment of other enforceable land-use controls for lands upon-or near
which energy development is to take place;

(iii) devising methods of.protecting environmental resources, as
defined in 8931.72, threatened by the siting, construction, operation, or
expansion of new or expanded energy facilities; or

(iv) conducting risk management studies, hazardfa;alyses, emergency
contingency planning and coordination studies, and assessment of mitigating
measures for maintaining or improving public safety threatened by the siting,

k
construction, expansion, or operation of new or expanded energy facilities. m
(2) Planning for the consequences of a specific new or expanded energy
significantly
facility®affectlng the coastal zone, including

(O] study of and planning for « economic, social, or environmental

consequences of the siting, construction, expansion, or operation of a new

or expanded energy facility such as P
(A) increased population;
(B) changes in employment patterns, including those in fishing and

tourism; .- .®
(C) changes in demand for public facilities, public services, and f

housing; o
(D) Ilocal price inflation; p
(E) changes in patterns of tax and user fee revenues or inter-

governmental transfers; :gfh

(F) effects on fishing and tourism resources;



Exhibit 4 (con ™)

(G) effects on beaches, sand dunes, air quafity, water quality,
or other environmental or recreational resources;

(H) shoreline erosion;

(1) ecological effects; and

(J) effects on public safety.

(ii) “conducting analyses required for state or local regulatory decisions
related to energy facilities, including licenses, leases, permits, and
zoning ordinances; - <

(iii) performing cost/benefit analyses or otherwise comparing the
consequences of alternate energy facility sites or types;

(iv) devising strategies for recovering compensation from appropriate
parties for any adverse effects .caused by the energy facility involved;

(v) forecasting employment, population, public facility and public
service needs and costs, and tax or user-fee revenues;

(vi) planning for the public facilities eligible for financing
under Subpart E of this part;

(vii) study of and planning for the secondary consequences, including
environmental and economic consequences, of alternative types and sites
of public facilities eligible for financing under Subpart E of this part; and

(viii) study of and planning for the consequences of the phasing out of
energy facilities.

(€)) tarrying out projects necessary to administer assistance under
Section 308, including;

(i) collecting data and analyzing information required in88931.48 (a)(5)

o X

and 931.78(c)(4) for environmental impact assessment;
(ii) designing and carrying out an intrastate allocation process as
described in Subpart J of .this part; and

(iii) paying other reasonable costs of administering assistance under

W[,



House bill 219 provides an important boost to local preparation for
0CS - onshore facilities. Developers are required to submit plans to
the state three years in advance. This advance notice allows time for
<local assessment of the project and definition of a local policy in
regard”*to the project. Advance reporting also requires the developer
to disclose information which will assist municipal decision making.

Municipalities may use fees paid to cover planning and capital improvements
costs. IndeDendent legal assistance, land use and financial planners,

and adminis ative assistance may be paid for out of t mees. Localities
can use the planning process to control growth and esta . sh a pattern

for evaluating subsequent land use demands.

Status of the bill: HB 219 was not reported out of committee in the
first session. Public hearings are belnﬁ held to explain the bill and
provide a channel for local input into the legislative process.



TABLE 1

REVENUES THAT THE FEES WILL GENERATE
EXPLORATORY STAGE
IF the facility is valued at $5 million fee =$100,000
IF the facility is valued at $20 million fee =$250,000
Most of the facilities built to service OCS exploration will cost $10
million or less. The assessed value of the service base at Yakutat is
$5.5 million as of the first of 1977.
DEVELOPMENT AND PRODUCTION STAGE
IF the facility is valuedat $500 million fee* =$2.5 million
IF the facility is valuedat $750 million fee = $3.75 million
IF the facility is valuedat $1 billion fee = $5.0 million
IF the facility is valuedat $1.2 billion fee = $6.0 million
The oil terminal at Valdez will process 1.2 million barrels of oil per
day and is valued at 1.2 billion dollars. If the largest possible find
is made in the Northern Gulf, shore terminal capacity will need to be
650,000 barrels per day at a value of approximately $800 million. Also
a larger discovery in the Northern Gulf would require a Liquified Natural

Gas terminal with one billion cubic feet per day capacity at a value of
approximately one billion dollars.

*These fees for the production stage are calculated at a straight one
hulf percent. If the deve' ‘er failed to provide three year advance
information, the fees would double.



MERITS OF HB 219

1. Places municipalities in the drivers seat for any 0CS-related shoreside
development.

2. Creates a land management tool which is applied statewide and thus
Is not a disincentive to development.

3. Prolvides money to finance costs of local planning not presently
covered by CEIP or other grants.
SHORTCOMINGS OF BILL AS CURRENTLY WRITTEN

1. Local approval or veto of a proposed facility need not be consistent
with existing local or State plans.

2. Standards for permit evaluation are not specified. No procedural or
substantive rights of developers are enumerated or protected.

3. HB 219 is not tied to the Coastal Management Act and its requirements.
4. Three years advance notice of construction plans may not be feasible
in all cases.

SUGGESTED IMPROVEMENTS

1. To Iimit_ﬁ)_otential arbitrary uses of local approval or veto of a
proposed facility by:

a. Requiring municipal decisions to be consistent with existing
?\nq[l emerging plans and policies under the Coastal Management
Ct,

or b. Establish_in? decision guidelines in the bill to ensure
that a municipal approval or veto is to protect the public
welfare and is consistent with Coastal Management policies;

or ¢. Grant municipalities the power to suspend a permit applica-
tion for one year while a Coastal Management program is written.

Each alternative should clarify the procedural rights of the developer.
2. Make the advance planning requirement more flexible so that developers

will not ho penalized by changes in their plans caused by forces beyond
their cor..rol.
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Our critical examination of HB 219 focuses on two  major topics:

V=V b A. Local approval power
,]i’Zi'. B. Prior p[i)anning By developers

A. Local approval power

Local ap?roval power and permit fees are the two major features of the

onshore facilities construction permit. A permit will riot be issued

without local aﬁ)proval. Municipalities are not required to have planning

and zoning in place to make this local decision. Areas that do exercise

land use controls do not have to make their decision inconsistent with
v existing municipal plans and ordinances.

Regardless of how the permit is classified, the local approval power is
regulator% in nature and should be designed to protect private proFerty
rights. Private property uses cannot be abridged by government unless”
the public intervention is reasonably related to public welfare. Tradi-
tionally, to prevent arbitrary public intervention in private land use,
police power controls established standards for intervention (by planning
and zoning) in advance.

The Division of Community PIanningi feels that local approval power in HB
219 is an essential tool which will enable municipalities to manage OCS
onshore development. However, municipal decisions must be directed to
protect the public welfare. Furthermore, HB 219 should be coordinated
with coastal planning under the Coastal Management Act.

Three allternatives are available to remove the arbitrary nature of local
approval.

1. Prior planning - o _ _

0CS onshore facilities siting decisions will be made in the context of
coastal planning under Alaska's Coastal Management Act. Local decisions
under HB 219 should adhere to approval District Coastal Management
Programs. In municipalities where no management programs have been
written, local decisions should be in accordance with any existing land
o” use controls and with the principles and emerging plans of the Coastal
Management Act.*; mm . : [

It is not certain that District Programs under CMA will produce the type
of specific standards needed to quide local development decisions.
Additionally, not every municipality may be able to afford adequate, on
going planning.
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2. Guidelines in HB 219

To guide local decisons and to prevent arbitrariness the Iegislature can
incorporate guidelines for municipal decision making in HB 219. Because
of the comprehensive mandate for coastal planning in the Coastal Management
Act, these guidelines should mirror the policies of CMA.

Guidelines could require that municipal evaluation of a onshore facility
construction proposal consider the environmental, social and economic
impacts of the project. Approval of a project could issue when a Citly
Council or Municipal Borough found that these impacts were manageable.
For example, a municipality could base its decision in part, on whether
or not the necessary squortlve public facilities and services will be
available when the development is completed.

Evaluation of a proposal will require detailed assessment of the proposal
and its effects on a municipality. A third alternative is to structure .
a municipality's use of this assessment period so that local land use
plans are produced to serve as a guide for the municipal decision.

3. Interim Planning o _
This alternative grants municipalities the power to suspend construction
of an onshore factlity for a reasonalble time while District Coastal
Management Programs are written and implemented. These programs would
place the municipal decision in a more comprehensive framework than
would the reliance on guidelines. Additionally, the municipal programs
would serve as a guide for future management of OCS impacts, and as a
basis for ongoing planning.

If a municipality chooses to approve a proposal without suspending
construction pending eimplementation of a District Program, loca- approval
should be based on positive findings that the impacts of the project are
manageable.

In this alternative., HB 219 would only serve municipalities who have not
yet written District Management programs.

B. Prior planning} bﬁ/ developers _ _

The requirement of three years advance notice of construction plans b
developers (section 41.45.110, May 28, 1977 version) may not be feasible.
Uncertainties not controlled by developers, such as Federal OCS leasing
policies, may interfere with their ability to accurately project construction
plans three years 1n advance.

When external factors dictate a change in plans for OCS onshore activities,
developers should be able to change their plans without the excessive

penalty of doubling the permit fee. To_All(m.flexibi lity, the advance
planning requirement might be reduced to two years, wfttv changes-irt-pTarrs
allowed with one years notice, unless waived by a municipality. Additionally
the Department of Community and Regional Affairs should determine what
advance information is feasible in terms of progress of lease sales and
exploration.



Statutory Language To Structure Municipal Decisions

/

Alternative 1. Prior planning _ _ _ o
Local approval or denial of a permit shall be in accord with existing or
emerging Coastal Management Programs, policies and guidelines.”

Alternative 2: Guidelines

_L(f)cal P_er(rjnit approval may be granted by a City Council or Borough Assembly
if it finds:

a. That the use will not materially endanger the public health or
safety if located where proposed:
1. That the municipal v/ater supply will be of sufficient
quality and quantity to meet the increased demand attributable
to the facility; _ _
2. That the Froposed use will not have an unreasonable impact
of the coastal environment;
3. That the necessary supportive public facilities and services
will be available as the demand for them attributable to the
facility increases;
4. That associated land and water transportation will minimize
degradation of waterfront uses.

b. That the proposed facility is in accord with existing plans and
regulations;

c. That the use will not substantially injure the value of adjoining
or abutting property, or is a public necessity;

d. That the use will not unreasonably disrupt the social and
economic well-being of the municipality. 1

Alternative 3: Interim plannin% o o _
HB 219 should specify whether the decision to utilize the moratorium or
proceed immediately will be an administrative or legislative one.

Language to implement alternative three should be placed in a new section
of the bill. The new section could state:

"Local Approval of an Onshore Facilities Construction Permit.

"When a developer of an OCS onshore facility requests local
aﬁproval of its proposal, the municipal assembly or council
shall meet to make one of two possible decisions.

"If the assembly finds that the project will be consistent
with state and local plans then existin(? under Alaska's CMA
[or consistent with enumerated standards], then local approval
may be given.



"If the assembly finds that the proposal is not consistent
with these guidelines [or will have a significant impact on
coastal resources which is not adequately manaﬂed b%/ present
plannln?] or is not consistent with the local health, safety
and welfare, then the assembly, by a majority vote, may choose
to impose a two year moratorium on the proposal!, during which
time the municipality shall prepare a district coastal manage-
dment program (See A.S. 46.35.030) to guide subsequent local
ecistons.

"If a municipality already has implemented a coastal management
program, this section does not apply and the local permit
decision shall be made in accordance with the policies and
procedures of that plan.

""Once a moratorium is imposed, the municipality should contact
the Department of Community and Regional Affairs to make
arrangements to locate any funds needed for planning."
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The Honorable Lisa Rudd
Representative

Pouch V

Juneau, Alaska 99811

Dear Representative Rudd:

This evaluation of oil terminal and service base sites in Kodiak
Island Borough rePresents a major step in the preparation for
offshore oil development which may occur in the Western Gulf of
Alaska. The Department of Interior's OCS Lease Schedule now
Broposes a federal sale off Kodiak Island to take place in
ctober 1980.

The study itself embodies many *‘firsts'* for Alaska. It is the
first time the State has joined with a borough and a Native
Regional Corporation to design, monitor and review a project of
this type. In addition, it 1s the first time that petroleum
company opinions concerning OCS site preferences and industrial
needs were solicited and obtained in advance of a siting decision.
And finally, it is the first time that the method of decision-
analysis has been used to organize and integrate the viewpoints
of many interest groups for the purposes of site evaluation.

What is presented here is a useful working document providing
basic description of sites considered, an evaluation of their
development potential--advantages and disadvantages, and a ranking
of the sites. The study suggests a way of thinking about site
choices. W are advocatln? an_ai)proac to siting decisions that
is firm as to purpose but flexibly open to alternative solutions.
To accomodate the unknowns inherent in offshore oil exploration,
several sites should be considered for future development, pending
the outcome of exploratory activity.



Representative Lisa Rudd
January 19, 1978
Page 2

While no absolute decisions need to be made at this time, the
Kodiak Island Borough through its land use planning powers, can
reserve sites which reflect a balance of viewpoints, are capable
of meeting oil company needs, suitable in terms of existing laws
and policies, and available for 'dev'e’lo’pment.

We hope that the approach taken and the findings are of interest
to you.

Sincerely,

Kevin Waring \
Director



January 10, 1978

Honorable Randy Phillips

House of Representatives

State of Alaska

Pouch V

Juneau, Alaska 99811

Dear Randy:

Enclosed is a draft of the ordinance you requested. As
discussed, this is designed for introduction at the Borough
level and should be understood that way.

Please call ifwe may further assist.

Sincerely”

Vincent O"Reilly, Mayor

VOR: sp
Enclosure

CC:\ Honorable Lisa Rudd
State of Alaska House of Representatives



"An ordinance providing for site planning and development permits
and fees for the construction of major developments; industrial,
commercial and resid. tial and providing for an effective date."”

BE IT ENACTED BY THE BOROUGH ASSEMBLY OF THE KENAI PENINSULA:

Section 1. ASSEMBLY FINDINGS AND DECLARATION OF PURPOSE:
(@) The assembly finds that major development activities; industrial,
commercial, residential 1impact the coastal zone of the Kenai
Peninsula; that site planning 1is essential to prevent degradation of
our coastal zone and provide for effective use of the coastal zone;
that major developments 1involve demands for public facilities and
services which, initially, are beyond the capacity of local govern—
ments to provide; that early knowledge of the location and magnitude
of anticipated development will better allow the Borough and local
government to plan the provision of public facilities and services
before and during the period of development; that the planning and
provision of public facilities and services 1in advance of construction
generates a temporary demand for additional revenues to defray costs
associated with extra ordinary municipal expenditures; and that there
is a need to provide mechanism by which the local governments may
receive information about projected developmental activity as a
basis for sound public planning decisions and to obtain financial
support in order to partially defray the costs of planning and
initiating provision of necessary public facilities and services.
(b) It is the purpose of this ordinance to provide a mechanism by

which to ensure that the location, construction and operation of



major development; industrial, commercial, residential, will produce
minimal adverse effects upon the people of the Borough and affected
local governments by providing for the exchange of information
between parties involved and that the increase in demand for public
services occurring as a result of development will be met by a
contribution of revenue from the development responsible for the
increase 1in demand.
Section 1I. SITE PLAN APPROVAL AND DEVELOPMENT PERMIT:
(d) No person shall proceed with a major development of the value,
on completion, of more than one (1) million dollars without
first applying for and securing from the Borough Planning Commission
a s".te plan and development approval and paying the fee provided
in Section 111 of this chapter.
(b) An applicant for site plan approval and development permit
under this section shall file an application with the Borough Planning
and Zoning department in a form which the Borough Planning and Zoning
Commission and .Assembly, by regulation, have prescribed. The
application®"shall contain the following information:
(1) a description of the location and of the facility to be
built at the location;
(2) an estimate of the value of the facility upon its completion;
(3 a summary of any studies or reports which have been made
examining the economic impact of the construction and operation of the
facility on the region; including, but not limited to, the applicant
estimate of the number of persons to be employed in the construction
and operation of the facility during each year of the five-year

period commencing with the submission of the application;



(4) a statement explaining the need for the facility;

(5) a description of any reasonable alternate locations for
the proposed facility, a statement of the comparative merits and
detriments of each location identified, and a statement of why the
primary proposed location 1is best suited for the facility;

(6) any additional information which the department, by

regulation, may require in order to fairly evaluate:

A. conformance of the proposed facility to applicable local
laws and regulations;

B. the effects of the economic activity of the proposed
facility on a municipality or service district within a
twenty (20) mile radius of the proposed site(s);

C. the effects of the proposed facility on the public health,
welfare and safety;

D. the capacity of the Borough and of municipalities affected
by the proposed facility to provide necessary public facilities
and services;

(7) any additional information which the applicant considers

relevant.

(c) An application filed with the department shall be available for
public 1inspection.

(d) An application shall be accompanied by proof of service

of a copy of the application to the mayor or approved

administrative official of each City or service district within

a .twenty (20) mile radius of a site at which any portion of the
facility is to be located, both as primarily and alternatively

proposed.



(e) The department may, by order entered after filing, require
the applicant to serve notice of the application, and file
proof of notice, on other persons as the department considers
appropriate.
(f) The Borough Planning and Zoning Commission shall approve or
deny the permit within 180 days of full and complete filing
of permit application, 1including fees, except that on request
of applicant, period of review may be extended up to an additional
360 days.
() The department shall require cities or service districts
served with copies of permit application to recommend approval or
disapproval of the permit within 120 days of service. No response
shall be accepted as an approval of the application as it relates
to that municipality or service district.

Section 111. PERMIT FEE:
(a) At the time of filing an application for a permit under Section
Il of this chapter, the applicant shall pay a permit fee to the
Borough Department of Finance.
(b) The fee payable under this section will be based upon the
valuation of the proposed facility upon completion, with payment
of two per cent (2%) of the estimated value up to $5,000,000;
plus one per cent (1*) of the estimated value over $5,000,000 and
up to $20,000,000; plus one-half of one per cent (.5%) of the
estimated value over $20,000,000;

Section 1V. APPEAL OF FEE:
(@) A city or service district which 1s within a twenty (20)

mile radius of the development site may be entitled to receive a



portion of a site plan and development fee paid by an applicant unde
this chapter may appeal the determination of the amount of the
fee. The governing body of the City or service district shall,
within 30 days of receipt of written notice that an application
has been submitted and a fee paid, file an appeal with the
department setting out the reasons why it believes the fee paid has
not been correctly computed.
(b) If a City or service district appeals the determination of the
fee paid under (a) of this section, the director of the department
shall, within 45 days after giving written notice to all parties,
conduct a hearing on thematter. If, after the hearing, the
director determines that the fee payable by the applicant has been
incorrectly computed\ he shall provide the applicant a written
statement describing the error in computation and indicating the
amount of the fee due. The applicant shall pay the additional
amount of the fee within30 days of receiptof the decision of the
department director.

Section V. AMENDMENT OF PERMIT:
(@) A permit issued by the department under Section 111 of this
Ordinance may be amended. An application for an amended permit
shall be submitted in the manner provided for new applications in
Section 11 of this Ordinance. If an amendment to an approved permit
would result in a substantial change of an original permit, the

amendment shall be treated as a new application and a supplemental

permit fee shall be paid.



(b) If it appears to the director or to officials of a city or
service district within a twenty (20) mile radius of the. develop—
ment site which may be entitled to receive a portion of a permit
fee under this chapter that there will occur substantial change
in the use of the facility from the activity described in the
original application or an amended application for a permit, the
director may call for a public hearing on the question. The
director shall, within 45 days after giving written notice to
all parties, conduct a hearing on the matter. If, after the
hearing, the director determines that there has been substantial
change in the use of the facility from the activity described 1in
the original or amended application for an amended permit, he
shall require the applicant to submit an application foi an
amended permit.

(c) An amended permit submitted by an applicant under an order
of the director entered under (b) of-this section shall be
accompanied by payment of the increment in the fee due, together
with a penalty payment of 10 per cent (10%) of the total

amount of permit fees due for the facility.

(d) For purposes of this section, a change in the use of the
facility for which a permit has been issued 1is "substantial™ if
the applicant or the director determines that the value of any
changes or improvements 1in the facility would increase the

estimated value of the facility by more than ten per cent (10%).



Section VI. REFUSAL OF PERMIT:
(@) The Borough Planning Commission, after public hearing, may-
refuse to issue a permit and approve the site plan, as presented
or modified if it finds that:
(1) The proposed site and development plan 1is not consistent
with the approved Coastal Zone Management Plan.
(2) A fee due and payable by the applicant on an original applicati
or amended application lias not been paid.
(3 A city or service district with a twenty (20) mile radius
can demonstrate that the development will adversely affect
the quality of life or is in violation of local law.
(4) The concept of development is 1inconsistent with other
established development in the immediate area.
(5) The concept of development 1is inconsistent with or detrimental
to publ health, safety and welfare.
(b) On denial of permit, fees paid shall be refunded to applicant
less five per cent (&%) for administrative costs without interest.
Section VII. REVOCATION OR SUSPENSION OF PERMIT:
(@) The department may revoke or suspend a permit issued under
the provisions of this chapter if:
(1) The facility does not conform, in location, construction
or operation, to the details of the approved site plan; or
(2) after notice and hearing to all.parties, the Director
determines that an additional fee is due and payable under
Section 1V(b) of this chapter or an additional fee and penalty

are due and payable under Section V(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.
Section VII. DISPOSITION OF FEES AND PENALTIES:
(@) The Borough Department of Finance shall retain five per cent
(51) of the fees and penalties co-lected under this Ordinance to
defray the costs of receipt, review of applications for permits
and for the enforcement of the provisions of this chapter. Not
more than thirty per cent (305) of the fee shall be apportioned
to a city or service district or combination thereof in which the
proposed development is to be located or which are in a twenty
(20) mile radius for operational expenses. The remaining sixty-
five per cent (65%) or more shall be apportioned to a City or service
district or combination thereof in which the proposed development
is to be located or which are in a twenty (20) mile radius for
capital improvements. Such capital improvement apportionments
will be specific and funds so apportioned will be so dedicated.
Determination of the amount(s) transmitted to a municipality or
service district shall be subject to negotiation between the
Department of Planning and Zoning and any affected cities or
service districts relative to services provided and anticipated
impact.
Section IX. MONITORING OF DEVELOPMENT:
() The department shall review and monitor the operation of all

development for which a permit has been issued under this chapter.
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Section X. PENALTIES FOR VIOLATION OF PROVISIONS OF THIS CHAPTER:

(@ A person who wilfully violates a provision of Sections |
through IX of this chapter or any regulation adopted by the
department under this chapter 1is guilty of a misdemeanor and,
upon conviction, 1is punishable by a fine of not more than $1,000.00
for each violation. Each day of a continuing violation constitutes
a separate offense.
(b) At the request of the director, the Borough attorney shall
enforce this chapter and institute legal actions to accomplish
its enforcement.

Section XI. DEFINITIONS:

In this chapter, unless the context otherwise requires:

(1) "Director” means the Director of the Department of Planning

and Zoning.

(2) "Department™ means the Department of Planning and Zoning.

Section XII.

This ordinance shall take effect on passage in accordance with

law.



/

S‘I‘I\/I i /A1 /  7/1KS. HAMMOND, GOVERNOH
r
| ''m m /

HDKJPT. ©E COMMURIBTY & KKGIONAL AEF/mSS

DIVISION OFLOCAL GOVERNMENTASSISTANCE  POUCH B — JUNEAU X77//

October 20, 1977

Dear State Legislator:

Enclosed is the department's new regulation implementing the Coastal
Energy Impact Program (CEIP). The CEIP is a federal grant and loan

program designed to help coastal states and communities deal With the
Impacts of energy development.

Under the CEIP the' state is given the primary responsibility for administration
with the federal CEIPoffice providing technical assistance and funding.

On April 4, 1977, Governor Hammond designated DCRA as the lead agency

for the CEIP. Accordingly, DCRA has assumed the responsibility of

preparing the federally mandated intrastate allocation process* required

to implement and administer this pro?ram. Local government officials

and interested state agency personnel helped draft the guidelines that
implement this_process and we expect these parties to continue to be

active in guiding this program.

This allocation process and the criteria used to rank apg_lications has
undergone a great deal of public scrutiny and will be subject to periodic
revision. We feel that much will be learned in the initial year of
operation and therefore v/ need the flexibility to go back and revise
the CEIP apglication process to make it a more workable and useful
program. Public input on any proposed changes will be encouraged and in
some cases changes will probably be initiated b?: eligible CLIP a?plicants
or other interested parties. The adoption of this regulation will

afford us the flexibility to make needed changes to insure the maximum
benefit from this program.

ince™ly A

Salmer McCarter
Director



DEPARTMENT OF COMMUNITY AND
REGIONAL AFFAIRS

Notice of Proposed Changes in the Regulations of the *
Department of Community and Regional Affairs

Notice is hereby given that the Department of Community and Regional
Affairs, under authority vested by AS 44.47.160, proposes to a oFt

regulations in Title 19 of the Alaska Administrative Code to implement
AS 44.47.050(14), as follows:

(1) Chapter 17 is created by adding new provisions as follows:
Section 10 - Coastal Energy Impact Program

19 AAC 17.010. Loans and grants, shall be made in
accordance with the provisions of this Departmemt"s
""Coastal Energy Impact Program Policy Guidelines™.
Copies of the ™"Coastal Energy Impact Program Policy
Guidelines' are available from the Department of
Community & Regional Affairs, without cost.

Authority:  AS 44.47.050 (14)
AS 44.47.100

Notice is also given that any person interested may present written
statements or arguments relevant to the action proposed at Room 209,

C%mm%nity Building, Juneau, Alaska, before 4 o‘clock p.m. on November
18, 1977.

Copies of the proposed regulation may be obtained by writing to: CEIP
Coordinator, LOAD, Pouch B, Juneau, Alaska  99811.

The Department, upon its own motion or at the instance of any interested
person, may thereafter adopt the proposals substantially as described
above without further notice or may decide to take no action on them.

DATE: October 14, 1977

/s/ Lee McAnerney
Commissioner
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Figure 1

PL 94-370 Coastal Energy Impact Prooram: Primary and Fund 303(c) Planning Grants

Primary Source Secondary Source

Purpose
= A Formula Grants
Fund:  303(c) activv 308(b)(4)(B)
planning grants Planning Grants
Formula Grants
. 303(b)(4)(B)
IFCE’::S' agdos(d)(l)“(z) Public Facilities
coastal-dependent guarantees S public services
energy activity grants (d)
(€)
Formula Grants
303(b)(4)(A)
Inability to Fund:  303(d)(3)(A-C) Bond retirement  w
meet the loan or refinancing or (and if sufficient)
for coastal-dependent e for coastal-dependent
guarantee L modification of T
obi igations energy activity torn: (0) energy activity _ -1
Fund: 308(d)(3)(D)
Repayment grants .
®
Unavoidable ° Formula Grants:
environmental/ for coastal-dependent S 305(b)(4)(C) Fund: 308(d)(4)
.recreational energy activity = environmental/  v>y environmental/ (i)
losses . recreational grants recreational grants
w\u/ * 4LUUUuU 1% Vi, ULtC) Uvv\V/ Ww/O fO i"VVUI/ Vuc*w
Sqliares (b)(d)(f)Cn) Formula Grants — 308(b) 100% Fed. Alaska Allotment 1,178,643
Squares (c)(e)(£) Credit Assistance (“Fund™) 308(d)(1).(2),(3) 100% Fed. Alaska Allotment 48,612,973
Alaska Allotment 662,904

tSouare (i) Envircrrasntal/Recreation Grants 308(d) (4) Cl/ Fed.
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MEMORANDUM November 1, 1977

SUBJECT: House Bill 219, establishing a program of shore
facilities building permits as a.-means oi providing
financial assistance to municipalities adversely
affected by outer continental shelf activity.

Representative Li Rudd. v~

John B. Chenojtfeth
Legislative £founs,

You have asked for an interim review of state and federal
action relative to financiil assistance to local governments
affected by continental shelf petroleum exploration and
development, with a view toward considering the relationship
between state and federal action and modification, revision
or other action with respect to HB 219. What follows 1is
divided into two parts to facilitate your review.

STATE ACTION

Since adjournment, Governor Hammond has signed into law the
state 3 Coastal Management Act (Ch. 84, SLA 1977), and
appointed the nine public members to serve on the coastal
policy council.

Anticipating the first allocation of federal financial
assistance in the form of grants and federal credit assistance
under various subsections of the federal coastal energy

impact program, sec. 308 of the federal Coastal Zone Manage —
ment Act of 1972, the Department of Community and Regional
Affairs has been active in the preparation of the necessary
intrastate allocation process required by sec. 308(g)(2) of
that Act.

The allocation process proposed by the department takes the
form of policy guidelines for the implementation of the

Coastal Energy Impact Program. With this memo is a copy of
the policy guidelines in draft form together with a 20-page
narrative describing the process. As | mentioned to you, |



Representative Lisa Rudd

Page 2 ff v, mr iff
November 1, 1977

believe, when you were 1in Juneau prior to Labor Day, the
department has had a workshop on the draft with local
government officials and had allowed until September 9th, to
receive further comment. Thereafter, the department proposes
to make necessary revisions in the guidelines and adopt then
as the basis by which to evaluate applications for financial
assistance.

I believe | also informed you that, in my opinion, the
department has failed to proceed in the manner required by

the state"s Administrative Procedure Act in that it has not
followed the process required for the adoption of administrative
regulations for the program. The Department of Law has

since informed Community and Regional Affairs that it should
comply with the state"s Administrative Procedure Act and, to
that end, the Department has proposed the adoption of a one-
section regulation incorporating the guidelines by reference.

The flow of financial assistance to Alaska under section 308
of the Federal Coastal Zone Management Act should commence
very shortly. The Coastal Energy Impact Program provides
five basic types of assistance: planning grants, environ-—
mental grants, development grants, credit assistance and
repayment assistance. Alaska is due to receive an allotment
of funds in each catagory based on its share of nationwide
coastal energy development. The department has provided
these figures by way of anticipated FY 77 receipts:

1. Planning Grants are available on an 80 percent
federal/20 percent non-federal basis to help prepare
for the consequences of all new or expanded energy
activity in the coastal zone. Planning grants can be
used to study and plan for the economic, environmental,
or social impact due to the siting, construction,
expansion or operation of energy facilities. Alaska
has been alloted a total of $365,466 for this purpose
for FY 77.

2. Environmental Grants, available on a 100 percent
federal basis, are intended to prevent, reduce-or

repair damage to or loss of the valuable environmental

or recreational resources due to coastal energy activity.
Environmental grants may be used for impacts resulting
from previous coastal energy activity which cannot be
attributed to any one party. Alaska has been alloted
$662,904 for this purpose for FY 77.
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3. O0CS Related Facility Grants, also called formula
grants, are available on a 100percent federal funding
basis to plan for, mitigate the impacts of, and develop
public facilities and services as a result of OCS
related energy facility development. These funds may
be expected to be the primary source of assistance to
help municipalities prevent the unavoidable loss of
environmental or recreational resources. A loss 1is
unavoidable when the cost of prevention or repair
cannot be assessed to a responsible party. Alaska has
been alloted $1,178,643 in this catagory for FY 77.

4. Credit Assistance is available in the form of
direct loans or guarantees of loans or bonds for the
purpose of providing new or improved public facilities
and services required as a result of coastal energy
activity. Also available by way of such is repayment
assistance, available to eligible applicants who cannot
meet credit obligations because an anticipated revenue

failed to materialize. Alaska has been alloted $48,612,973

for both credit and repayment assistance for FY 77.
CONGRESSIONAL INITIATIVES

US Senate-adopted legislation (S 9) and legislation offered

in the House of Representatives (HR 1614) remain under study
in House committee, with no likelihood of final adoption of

either before year end.

The Senate-adopted legislation (S 9), entitled the Outer
Continental Shelf Lands Management Act of 1977, amends the
Coastal Energy Impact Program portion of the 1976 Coastal
Management Act amendments

(1) by eliminating the requirement in sec. 308(b)(4) (1)
that all loan and bond guarantee resources shall have
been exhausted for formula grant projects and programs
resulting from Outer Continental Shelf energy activity
--presumably allowing states the use of formula grant
funds for new or improved public facilities and services
without regard to examination of adequacy of alternative
funding sources;
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(2) by eliminating a requirement that such facilities
and services be needed because of "new or expanded”
activity in order to qualify for support - opening the
door to financial support for the resultant community
impact caused by additional activities in conjunction
to an existing plant or facility; and

(3 by increasing the funding authorization level by
$25,000,000 annually after federal FY 77 which, if
funded, should increase revenues available to Alaska:
in this regard, the Coastal Management Office, Division
of Policy Development and Planning, has offered the
following projected revenue figures for Alaska:

(Federal) FY 78 $ 5,000,000
FY 79 7.050.000
FY 80 8.750.000
FY 81 22.320.000
FY 82 21.820.000
FY 83 14.920.000
FY 84 15.170.000

for a total of $95 million dollars anticipated through
the seven-year period.

Less certain, at least at the time the information was
provided to me, is the course of HR 1614, 1in part because of
the complexities of the amendatory language being proposed,
and in part because of a change proposed in the manner of
calculating assistance under the applicable formula. A
computer run of the estimated payout to coastal states under
the language of HR 1614 suggests payment of under $60 million
to Alaska through the period. House consideration 1is
complicated by the proposal of an amendment by Representative
Breaux and others to change key portions of HR 1614 with
respect to the operable formula, making the Coastal Energy
Impact Program more nearly a "revenue sharing”™ assistance
program not coupled to payment based upon oil and gas leases
or oil and gas landed. Apparently the general revenue
sharing approach 1is gaining some favor among the members of
Congress; the Carter administration apparently remains
opposed in principle. The committee considering the legislation
did ask adoption of the Breaux amendments by way of request
of the Rules Committee that the bill be scheduled for floor
action; there was a move to table until next year (second
session), and there will be no further action until January.
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A copy of the bill,

committee, is forthcoming from the Congressional

Office of Coastal
JBC:jpd

Enclosure

Zone Management,

in Washington,

bearing the amendments offered in

Liaison,
DC.
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*MI'S. HAMMOND, GOVERNOR

/
ADEPT. W COMMUNIST* &« RKMOfc’'AL AFFAiias.S

DIVISION OF LOCAL GOVERNMENTASSISTANCE / POUCHO - JUNEAU S93llI

October 20, 1977

Dear State Legislator:

Enclosed is the department's new regulation implementing the Coastal
Energy Impact Program (CEIP). The CEIP is a fe'."?ral grant and loan

program designed to help coastal states and communities deal with the
Impacts of energy development.

Under the CEIP the state is given the primary responsibility for administration
with the federal CEIPoffice providing technical assistance and funding.

On April 4, 1977, Governor Hammond designated DCRA as the lead agency

for the CEIP. Accordingly, DCRA has assumed the responsibility of

preparing the federally mandated intrastate allocation process required

to implement and administer this pro?ram. Local government officials

and interested state agency personnel helped draft the guidelines that
implement this process and we expect these parties to continue to he

active in guiding this program.

This allocation process and the criteria used to rank apB_Iications has
undergone a great deal of public scrutiny and will be subject to periodic
revision. \ie feel that much will be lcarned in the initial year of
operation and therefore we need the flexibility to go back and revise
the CEIP apglication process to make it a more workable and useful
program. Public input on any proposed changes will be encouraged and in
some cases changes will probabli/] be initiated b?; eligible CEIP aﬁ)plicants
or other interested parties. The adoption of this regulation will

afford us the flexibility to make needed changes to insure the maximum
benefit from this program.

S”ncenjly

aimer McCarter
Director



DEPARTVENT OF COMMUNITY AND
REGIONAL AFFAIRS

Notice of Proposed Changes in the Regulations of the
Department of Community and Regional Affairs

Notice is hereby given that the Department of Community and Regional
Affairs, under authority vested by AS 44.47.160, proposes to adoi)t

regulations in Title 19 of the Alaska Administrative Code to implement
AS 44.47.050(14), as follows:

(1) Chapter 17 is created by adding new provisions as follows:
Section 10 - Coastal Energy Impact Program

19 AAC 17.010. Loans and grants, shall be made in
accordance with the'provisions of this Department's
""Coastal Energy Impact Program Policy Guidelines".
Copies of the ™"Coastal Energy Impact Program Policy
Guidelines™ are available from the Department of
Community & Regional Affairs, without cost.

Authority:  AS 44.47.050 (14)
AS 44.47.100

Notice is also given that any person interested may present written
o statements or arguments relevant to the action proposed at Room 209,

Comm%nity Building, Juneau, Alaska, before 4 o'clock p.m.- on November
1B, 1977.

Copies of the proposed regulation may be obtained by writing to: CEIP
Coordinator, I.GAD, Pouch B, Juneau, Alaska 99811,

The Department, upon its own motion or at the instance of any interested
person, may thereafter adopt the proposals substantially as described
above without further notice or may decide to take no action on them.

DATE: October 14, 1977

/s/ Lee McAnorne.y
Commissioner



CEIP FEDERAL ALLOTMENTS TO" ALASKA FOR FY* 77

WARAVE
Figure 1
PL 94-370 Coastal Energy Impact Program Primary and Fund 303(e) Planning Grants
Squares (b)(@)(F)(h) Formula Grants - 308(b) 100% Fed. Alaska Allotment 1,178,643
Squares (c)(e)(e) Credit. Assistance ("Fund”) 308(d)(1),(2),(3) 100% Fed. A!)aska Allotment 48,612,973

eSquire (i) Environmental/Recreation Grants 308(d) (A) 10.0% Fed. Alaska Allotment 662,904



CEIP FEDERAL ALLOTMENTS TO ALASKA FOR FY"77

Figure 1

PL 94-370 Coastal Energy Impact Program: Primary and Fund 308(c) Planning Grants

Purpose Primary Source Secondary Source
T -—-}m
Squares (©*"(d) () (h) Formula Grants — 308(b) 100% Fed. Alaska Allotment 1,178,643
Squares () (k) Credit Assistance (“Fund™) 308(d)(1),(2),(3) 100% Fed. A{aska A.Ilotment 48,612,973

Square (_; Environmental/Recreation Grants 308(d) (A) 10.0% Fed. Alaska Allotment 662,904



OEPT. OF COMMUNITY & REGIONAL AFFAIRS
DIVISION OF COMMUNITYPLANNING / POUCHB - JUNEAU 99811
October 6, 1977

The Honorable Lisa Rudd
2827 Lore Road
Anchorage, Alaska 99507

Dear Lisa:

Enclosed are the materials on House Bill 219 which Rob Shoaf and | presented to
the Community and Regional Affairs Committee in August. The materials are
marked as Exhibits 1 through 8 and do not at this time represent departmental
policy on this bill. The exhibits are summarized in the tollowing paragraphs.

Exhibit 1. This exhibit shows the onshore and offshore employment assumptions
used by this Department to forecast total OCS-related employment in the
Northern and Western Gulf of Alaska. Also included are current population
estimates for those coastal cities likely to be affected by exploration and
commercial development of offshore petroleum resources. Please note that while
none of the individual activities employ large numbers of people, the numbers
of new jobs assumed would significantly contribute to the population of small
cities which might be affected.

Exhibit 2. Exhibit 2 indicates the planning capabilities of those cities and
boroughs which may he affected by leasing and development of offshore areas
near their jurisdiction. While most of the muncipalities have a planning

and zoning commission, very few actually have a professional planning staff.

Exhibit 3. Exhibit 3 lists the loans and grants available through the Coastal
Energy Impact Program (CEIP). Available are planning %rants, formula grants

and credit assistance. All planning grant money must be used before formula

grants become available. Planning grant requires a 20 percent match by local
comm_unfitles. The twenty percent match required could be financed through 0CS
permit fees.

Exhibit 4. Exhibit 4 lists the types of planning activities which can be funded
throug. the CEIP program. Please note that CEIP funds are not currently avail-
able to finance the cost of negotiating with a potential developer or handling
increased administrative costs resulting from rapid growth.

Exhibit 5. Exhibit 5 is a summary of the most recent version of House Bill
219. It contains a table which estimates the hypothetical revenues that would
be generated from the proposed fee schedule.

Exhibit 6. Exhibit 6 is a brief outline of the merits of House Bill 219, its

shortcommings as it is currently written, and suggested improvements which might
be considered by the Committee.
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Exhibit 7. Exhibit 7 is Rob's critical examination of two areas in the bill
which he thinks may need further revision: local approval power and prior
planning by the developer.

Exhibit 8. Exhibit 8 suggests_examples of statutory language which might min-
imize problems raised in Exhibit 7

| hope this information is useful to you and the Committee members. As |
told you during our last meeting, | will be available to discuss the bill at
the November Municipal League Meeting, or at another time if more convenient.
Looking forward to speaking to you soon.

Sincerely yours,

1-016
Lois Kramer
Planning Supervisor
LK/sv
Enclosures
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MUNICIPALITY OF ANCHORAGE

Yakutat
Cordova

KENAT PENINSULA BOROUGH
KODIAK ISLAND BOROUGH

Unnlaska
Dillingham

BRISTOL BAY BOROUGU
City of St. Paul
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Cities within the unorganized borough.
may eventually bo organized
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(1) Preliminary planning for the consequences of néw or expanded
significantly

energy facilities™affecting the coastal zone, including

(¢H) » analysis of government or private industry siting policies;

(ii) » devising strategies for the public purchase of land or the
establishment of other enforceable land-use controls for lands upon-or near
which energy development is to take place;

(iii) devising methods of.protecting environmental resources, as

defined in 8931.72, threatened by the siting, construction, operation, or

expansion of new or expanded energy facili®ies; or

*

(iv) conducting risk management studies, hazard/;;alyses, emergency
contingency planning and coordination studies, and assessment of mitigating
measures for maintaining or impifving public safety threatened by the siting,
.construction, expansion, or operation of new or expanded energy facilities.

(2) Planning for the consequences of a specific new or expanded energy

significantly
facility®affecting the coastal zone, including

(i) study of and planning for « economic, social, or environment
consequences of the siting, construction, expansion, or operation of a new
or expanded energy facility such as

(A) increased population;

(B) changes in employment patterns- including those in fishing and
tourism; .. . . ..

(C) changes in demand for public facilities, public services, and
housing;

(D) local price inflation;

(E) changes in patterns of tax and user fee revenues or inter—

governmental transfers;

(F) effects on fishing and tourism resources;
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(G) effects on beaches, sand dunes, air quality, water qualityh,ﬂitt
or other environmental or recreational resources;

(H) shoreline erosion;

(1) ecological effects; and

(J) effects on public safety.

(11)“ conducting analyses required for state or local regulatory decisions
related to energy facilities, including licenses, leases, permits, and
zoning ordinances; - ‘

(iii) performing cost/benefit analyses or otherwise comparing the
consequences of alternate energy facility sites or types;

(iv) devising strategies for recovering compensation from appropriate
parties for any adverse effects .caused by the energy facility involved;

(v) forecasting employment, population, public facility and public
service needs and costs, and tax or user-fee revenues;

(vi) planning for the public facilities eligible for financing
under Subpart E of this part;

(vii) study of and planning for the secondary consequences, including
environmental and economic consequences, of alternative types and sites
of public facilities eligible for financing under Subpart E of this part; and

(viii) study of and planning for the consequences of the phasing out of
energy facilities.

(3) Carrying out projects necessary to administer assistance under
“Section 308, including;

(i) collecting data and analyzing information required in§8931.48 (a)(5)
and 931.78(c)(4) for env;ronmental Impact assessment;

(ii) designing and carrying out an intrastate allocation process as
described in Subpart J of .this part; and

(iii) paying other reasonable costs of administering assistance under

TOP
Vv -®"t( i
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|. Summary of HB 219

The onshore facilities construction permit.bill was proposed in the
Tenth legislature - First session by representative Parr and eighteen
others. It is designed to provide municipalities affected b%/ offshore
energy development with a means of exercising control over the location
and public costs of OCS related onshore development.

Under the bill, each facility must obtain a permit prior to beginning
construction. Permits cannot be issued without local api)roval from the
municipality where the facility will be located. Thus, local units are
given a bar?aining tool which can be used to negotiate over the location
and types of OCS related facilities. If negotiation fails to satisfy
local needs, municipal denial of project approval will bar issuance of
the permit and prevent construction of the facility in that municipality.

Permit fees generated under the bill are to be used to plan for and
minimize the public costs of the OCS related onshore development. Fee
amounts are proportionate to the projected impacts of the facility.

(see table 1? At least 50% of the fees will go directly to the municipality
where the facility is being built. An additional 45% of the fees will
benefit the municipality in the form of state assistance.

This 45% of the fees will be allocated- among state agencies and the
municipality by DCRA according to their relative responsibilities for

the Frovision of public facilities and services necessitated by the
development. State assistance will be in forms of planning, legal expertise,
and the direct provision of services such as education, transportation,

and health care.

HB 219 proposes two alternative fee schedules. One measure of fees is
based on_pot[))ulatlon growth and the cost of government. The alternative
measure is based solely on the value of the ﬁroposed development.  For

each facility, the formula producing the highest fee is used.

Using the valuation measure of fees, the amount of revenues produced by

a development is related to the size of the proposed facility. Facility
value is roughly predictable by the stages of the oil extraction process.
During exploration, supFort facilities on shore will be valued at $10 million
or less. Based on a value percentage fee calculation, a $10 million

facility would pay $250,000 in fees, (see table 1) If oil is discovered,
shore processing facilities will have a much higher value. The very

large processin_gi_facility at Valdez is valued at $1.2 billion dollars.

Fees for a facility that size would be $ million dollars. Although the
scale of the terminal at Valdez represents the largest type of .terminal
which may be built to service offshore oil, it is obvious that processing
facilities will generate large fees. Table 1 gives examples of fees
produced by different sized production facilities.



House bill 219 provides an important boost to local preparation for
0CS - onshore facilities. Developers are required to submit plans to
the state three years in advance. This advance notice allows time for
<local assessment of the project and definition of a local policy in
regard*™ to the project. Advance reporting also requires the developer
to disclose information which will assist municipal decision making.

Municipalities may use fees paid to cover planning and capital improvements
costs.  Independent legal assistance, land use and financial planners,

and administrative assistance may be paid for out of the fees. Localities
can use the planning process to control growth and establish a pattern

for evaluating subsequent land use demands.

Status of the bill: HB 219 was not reported out of committee in the
first session. Public hearings are belnﬂ held to explain the bill and
provide a channel for local input into the legislative process.
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TABLE 1

REVENUES THAT THE FEES WILL GENERATE
EXPLORATORY STAGE
IF the facility is valuedat $5 million fee = $100,000
IF the facility is valued at $20 million fee = $250,000
Most of the facilities built to service OCS exploration will cost $10
million or less. The assessed value of the service base at Yakutat is
$5.5 million as of the first of 1977.
DEVELOPMENT AND PRODUCTION STAGE
IF the facility is valued at $500 million fee* =$2.5 million
IF the facility is valuedat $750 million fee = $3.75 million
IF the facility is valuedat $L billion fee = $5.0 million
IF the facility is valuedat $1.2 billion fee = $6.0 million
The oil terminal at Valdez will process 1.2 million barrels of oil per
day and is valued at 1.2 billion dollars. If the largest possible find
is made in the Northern Gulf, shore terminal capacity will need to be
650,000 barrels per day at a value of approximately $800 million. Also
a larger discovery in the Northern Gulf would require a Liquified Natural

Gas terminal with one billion cubic feet per day capacity at a value of
approximately one billion dollars.

*These fees for the production stage are calculated at a straight one
half percent. If the developer failed to provide three year advance
information, the fees would double.



MERITS OF HB 219

1. Places municipalities in the drivers seat for any 0CS-related shoreside
development.

2. Creates a land management tool which is applied statewide and thus
Is not a disincentive to development.

3. Provides money to finance costs of Iv>cal planning not presently
covered by CEIP or other grants.
SHORTCOMINGS OF BILL AS CURRENTLY WRITTEN

1. Local approval or veto of a proposed facility need not be consistent
with existing local or State plans.

2. Standards for permit evaluation are not specified. No procedural or
substantive rights of developers are enumerated or protected.

3. HB 219 is not tied to the Coastal Management Act and its requirements.
4. Three years advance notice of construction plans may not be feasible
in all cases.

SUGGESTED IMPROVEMENTS

1. To Iimit_ﬁ)_otential arbitrary uses of local approval or veto of a
proposed facility by:

a. Requiring municipal decisions to be consistent with existing
/zinc% emerging plans and policies under the Coastal Management
CL

or b. Establish_in% decision guidelines in the bill to ensure
that a municipal approval or veto is to protect the public
welfare and is consistent with Coastal Management policies;

or ¢. Grant municipalities the power to suspend a permit applica-
tion for one year while a Coastal Management program is written.

Each alternative should clarify the procedural rights of the developer.
2. Make the advance planning requirement more flexible so that developers

will not be penalized by changes in their plans caused by forces beyond
their control.
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Our critical examination of HB 219 focuses on two  major topics:

A. Local a?proyal Bower
B. Prior planning by developers

A. Local approval power _ _

Local apProya! power and permit fees are the two major features of the
onshore facilities construction permit. A permit will not be issued
without local anrovaI. Municipalities are not required to have planning
and zoning in place to make this local decision. Areas that do exercise
land use controls do not have to make their decision inconsistent with
existing municipal plans and ordinances.

Regardless of how the permit is classified, the local approval power is
regulatory in nature and should be designed to protect private property
rights. Private property uses cannot be abridged by government unless
the public intervention is reasonably related to public welfare. Tradi-
tionally, to prevent arbitrary public intervention in private land use,
police power cohtrols established standards for intervention (by planning
and zoning) in advance.

The Division of Community Planning feels that local approval power in HB
219 is an essential tool which will enable municipalities to manage OCS
onshore development. However, municipal decisions must be directed to
protect the public welfare. Furthermore, HB 219 should be coordinated
with coastal planning under the Coastal Management Act.

Three alternatives are available to remove the arbitrary nature of local
approval,

1. Prior planning

0CS onshore facilities siting decisions will be made in the context of
coastal planning under Alaska's Coastal Management Act. Local decisions
under HB 219 should adhere to approval District Coastal Management
Programs.  In municipalities where no management programs have been
written, local decisions should be in accordance with any existing land
use controls and with the principles and emerging plans of the Coastal
Management Act*;, «

> 1.: . * *

It is not certain that District Programs under CMA will produce the type
of specific standards needed to guide local development decisions.
Additionally, not every municipality may be able to afford adequate, on
going planning.
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2. Guidelines in HB 219

To guide local decisons and to prevent arbitrariness the Iegislature can
incorporate guidelines for municipal decision making in HB 219. Because
of the comprehensive mandate for coastal planning in the Coastal Management
Act, these guidelines should mirror the policies of CMA.

Guidelines could require that municipal evaluation of a onshore facility
construction proposal consider the environmental, social and economic
impacts of the project. Approval of a project could issue when a Cltly
Council or Municipal Borough found that these impacts were manageable.
For example, a municipality could base its decision in part, on whether
or not the necessary squortlve public facilities and services will be
available when the development is completed.

Evaluation of a proposal will require detailed assessment of the proposal
and its effects on a municipality. A third alternative is to structure .
a municipality's use of this assessment period so that local land use
plans are produced to serve as a guide for the municipal decision.

3. Interim Planning

This alternative grants mun‘icipalities the power to suspend construction
of an onshore facility for a reasonalble time while District Coastal
Management Programs are written and implemented. These programs would
place the municipal decision in a more comprehensive framework than
would the reliance on guidelines. Additionally, the municipal programs
would serve as a guide for future management of OCS impacts, and as a
basis for ongoing planning.

If a municipality chooses to approve a proposal without suspending
construction pending implementation of a District Program, local approval
should be based on positive findings that the impacts of the project are
manageable.

In this alternative, HB 219 would only serve municipalities who have not
yet written District Management programs.

B. Prior plannin% bﬁl developers _ _

The requirement ot three years advance notice of construction plans b
developers (section 41.45.110, May 28, 1977 version) may not be feasible.
Uncertainties not controlled bK develo?ers, such as Federal OCS leasing
policies, may interfere with their ability to accurately project construction
plans three years in advance.

When external factors dictate a change in plans for OCS onshore activities,
developers should be able to change their plans without the excessive

penalty of doubling the permit fee. To allow flexibility, the advance
planning requirement might be reduced to two %ears, with changes in plans
allowed with one years notice, unless waived by a municipality. Additionally,
the Department of Community and Regional Affairs should determine what
advance information is feasible in terms of progress of lease sales and
exploration.



Statutory Language To Structure Municipal Decisions

Alternative 1. Prior planning _ _ _ o
¢ Local approval or denial of a permit shall be in accord with existing or
emerging Coastal Management Programs, policies and guidelines.’

Alternative 2: Guidelines _ _
"L?cql ]E)_erémt approval may be granted by a City Council or Borough Assembly
if it finds:

a. That the use will not materially endanger the public health or

safety if located where proposed: _ o
1. That the municipal water supply will be of sufficient
quality and quantity to meet the increased demand attributable
to the facility; _ _
2. That the proposed use will not have an unreasonable impact
of the coastal environment; _ o _
3. That the necessary supportive public facilities and services
will be available as the demand for them attributable to the
facility increases; _ _ o
4. That associated land and water transportation will minimize
degradation of waterfront uses.

b. That the proposed facility is in accord with existing plans and
regulations;

c. That the use will not substantially injure the value of adjoining
or abutting property, or is a public necessity;

d. That the use will not unreasonably disrupt the social and
economic well-being of the municipality. "'

Alternative 3: Interim plannin% - - _
HB 219 should specify whether the decision to utilize the moratorium or
proceed immediately will be an administrative or legislative one.

Language to implement alternative three should be placed in a new section
of the bill. The new section could state:

"Local Approval of an Onshore Facilities Construction Permit.

"When a developer of an OCS onshore facility requests local
aﬁproval of its proposal, the municipal assembly or council
shall meet to make one of two possible decisions.

"If the assembl¥ finds that the project will be consistent
with state and local plans then existiné; under Alaska's CMA
[or consistent with enumerated standards], then local approval
may be given.
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"If the assembly finds that the proposal is not consistent
with these guidelines [or will have a significant impact on
coastal resources which is not adequately mana%ed bK present
plannin%] or is not consistent with the local health, safety
and welfare, then the assembly, by a majority vote, may choose
to impose a two year moratorium on the proposal, during which
time the municipality shall prepare a district coastal manage-
r(?ent program (See A.S. 45.35.030) to guide subsequent local
ecisions.

"If a municipality already has implemented a coastal management
program, this section does not apply and the local permit
decision shall be made in accordance with the policies and
procedures of that plan.

"Once a moratorium is imposed, the municipality should contact
the Department of Community and Regional Affairs to make
arrangements to locate any funds needed for planning."
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SUBJECT: House Bill 219, establishing a program of shore
facilities building permits as a,means of providing
financial assistance to municipalities adversely
affected by outer continental shelf activity.

TO: Representative Li&aRudd,."

FROM: John B. ChenoWeth
Legislative Couns;dl

(A i

You have asked for an interim review of state and federal
action relative to financial assistance to local governments
affected by continental shelf petroleum exploration and
development, with a view toward considering the relationship
between state and federal action and modification, revision
or other action with respect to HB 219. What follows is
divided into two parts to facilitate your review.

STATE ACTION

Since adjournment, Governor Hammond has signed into law the
state"s Coastal Management Act (Ch. 84, SLA 1977), and
appointed the nine public members to serve on the coastal
policy council.

Anticipating the first allocation of federal financial
assistance in the form of grants and federal credit assistance
under various subsections of the federal coastal energy

impact program, sec. 308 of the federal Coastal Zone Manage —
ment Act of 1972, the Department of Community and Regional
Affairs has been active in the preparation of the necessary
intrastate allocation process required by sec. 308(g)(2) of
that Act.

The allocation process proposed by the department takes the
form of policy guidelines for the implementation of the

Coastal Energy Impact Program. With this memo is a copy of
the policy guidelines in draft form together with a 20-page
narrative describing the process. As | mentioned to you, |
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believe, when you were in Juneau prior to Labor Day, the
department has had a workshop on the draft with local
government officials and had allowed until September 9th, to
receive further comment. Thereafter, the department proposes
to make necessary revisions in the guidelines and adopt them
as the basis by which to evaluate applications for financial
assistance.

I believe | also informed you that, in my opinion, the
department has failed to proceed in the manner required by

the state"s Administrative Procedure Act in that it has not
followed the process required for the adoption of administrative
regulations for the program. The Department of Law has

since informed Community and Regional Affairs that it should
comply with the state"s Administrative Procedure Act and, to
that end, the Department has proposed the adoption of a one-
section regulation incorporating the guidelines by reference.

The flow of financial assistance to Alaska under section 308
of the Federal Coastal Zone Management Act should commence
very shortly. The Coastal Energy Impact Program provides
five basic types of assistance: planning grants, environ—
mental grants, development giants, credit assistance and
repayment assistance. Alaska is due to receive an allotment
of funds in each catagory based on its share of nationwide
coastal energy development. The department has provided
these figures by way of anticipated FY 77 receipts:

1. Planning Grants are available on an 80 percent
federal/20 percent non-federal basis to help prepare
for the consequences of all new or expanded energy
activity in the coastal zone. Planning grants can be
used to study and plan for the economic, environmental,
or social impact due to the siting, construction,
expansion or operation of energy facilities. Alaska
has been alloted a total of $365,466 for this purpose
for FY 77.

2. Environmental Grants, available on a 100 percent
federal basis, are intended to prevent, reduce or

repair damage to or loss of the valuable environmental

or recreational resources due to coastal energy activity.
Environmental grants may be used for impacts resulting
from previous coastal energy activity which cannot be
attributed to any one party. Alaska has been alloted
$662,904 for this purpose for FY 77.
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3. O0CS Related Facility GrTG also called formula
grants, are available on a 0 percent federal funding
basis to plan for, mitigate the impacts of, and develop
public facilities and services as a result of OCS
related energy facility development. These funds may
be expected to be the primary source of assistance to
help municipalities prevent the unavoidable loss of
environmental or recreational resources. A loss 1is
unavoidable when the cost of prevention or repair
cannot be assessed to a responsible party. Alaska has
been alloted $1,178,643 in this catagory for FY 77.

4. Credit Assistance is available in the form of
direct loans or gi arantees of loans or bonds for the
purpose of provid:ng new or improved public facilities
and services required as a result of coastal energy
activity. Also available by way of such is repayment
assistance, available to eligible applicants who cannot
meet credit obligations because an anticipated revenue

failed to materialize. Alaska has been alloted $48,612,973

for both credit and repayment assistance for FY 77.
CONGRESSIONAL INITIATIVES

US Senate-adopted legislation (S 9) and legislation offered
in the House of Representatives (HR 1614) remain under study
in House committee, with no likelihood of final adoption of
either before year end.

The Senate-adopted legislation (S 9), entitled the Outer
Continental Shelf Lands Management Act of 1977, amends the
Coastal Energy Impact Program portion of the 1976 Coastal
Management Act amendments

(l) by eliminating the requirement in sec. 308(b) (4) (1)
that all loan and bond guarantee resources shall have
been exhausted for formula grant projects and programs
resulting from Outer Continental Shelf energy activity
-- presumably allowing states the use of formula grant
funds for new or improved public facilities and services
without regard to examination of adequacy of alternative
funding sources;
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(2) by eliminating a requirement that such facilities
and services be needed because of "new or expanded”
activity in order to qualify for support -- opening the
door to financial support for the resultant community
impact caused by additional activities in conjunction
to an existing plant or facility; and

(3) by increasing the funding authorization level by
$25,000,000 annually after federal FY 77 which, if
funded, should increase revenues available to Alaska:
in this regard, the Coastal Management Office, Division
of Policy Development and Planning, has offered the
following projected revenue figures for Alaska:

(Federal) FY 78 $ 5,000,000
FY 79 7.050.000
FY 80 8.750.000
FY 81 22.320.000
FY 82 21.820.000
FY 83 14.920.000
FY 84 15.170.000

for a total of $95 million dolla.s anticipated through
the seven-year period.

Less certain, at least at the time the information was
provided to me, 1is the course of HR 1614, in part because of
the complexities of the amendatory language being proposed,
and In part because of a change proposed in the manner of
calculating assistance under the applicable formula. A
computer run of the estimated payout to coastal states under
the language of HR 1614 suggests payment of under $60 million
to Alaska through the period. House consideration 1is
complicated by the proposal of an amendment by Representative
Breaux and others to change key portions of HR 1614 with
respect to the operable formula, making the Coastal Energy
Impact Program more nearly a "revenue sharing”™ assistance
program not coupled to payment based upon oil and gas leases
or oil and gas landed. Apparently the general revenue
sharing approach is gaining some favor among the members of
Congress; the Carter administration apparently remains
opposed in principle. The committee considering the legislation
did ask adoption of the Breaux amendments by way of request
of the Rules Committee that the bill be scheduled for floor
action; there was a move to table until next year (second
session), and there will be no further action until January.
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A copy of the bill, bearing the amendments offered 1in
committee, 1is forthcoming from the Congressional Liaison,
Office of Coastal Zone Management, in Washington, DC.
JBC :jpd

Enclosure
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