


ecological losses (fish?) and necessary projects which cannot 
be funded under the loan program.

It is hardly likely that Alaska will get the lion's share of the 
grant funds... .

Mr. Larry Vavra of Union Oil furnished information on the Collier plant 
in Kenai and its happy tax status. I should point out that 
the Collier plant has been paying only about 1/3 of what it should 
have paid in the North Kenai Fire Service Area. There has also 
been heavy (and uncompensated) impact on Kiani and Soldotna, as 
Representative Malone can verify.

Mr. Wiles quoted the preparer of the Mathematerial Sciences Northwest 
study, "who spent more than three weeks in Scotland, Shetlands," 
to the effect that the "local authorities in Scotland, with the 
active cooperation of the oil companies and contractors had 
been able to effectively plan for on-shore development..." Some 
idea of the active cooperation may be gleaned from Appendix 2.
(Baldwin, i b i d ) .

A  final point. Mr. Wiles discussed possible constitutional 
problems. Although not a lawyer, I'll venture the opinion that 
there are two sides to the case. See, for example, K & L_
Distributors, Inc. v. Murkowski, 4R6 P.2d 351(1971).



W h y  should Americans look to Scotland for 

lessons about the impacts of offshore oil, w h e n  an 
offshore industry has operated in the Gulf of Mexico 

for nearly 40 years?
At first glance, the Gulf of Mexico experience 

might seem to provide a sufficient guide for future oil 
developments elsewhere in the United States. Yet a 
closer look reveals important differences between oil 
experience in the Gulf and the prospects elsewhere in 

the United States, particularly along the Atlantic and 
Alaskan coasts. In these areas, climate, sea conditions, 
landscape, and perhaps even the social structure more 
closely resemble the North Sea coast of Scotland than 

the shores of Texas and Louisiana.
For one thing, the discovery of offshore oil and 

gas in the Gulf of Mexico followed m a n y  years of 
nearby onshore production, complete with pipelines, 
refineries, storage tanks, and a work force of 
thousands. Thus, the industry began its marine opera­
tions in the Gulf with trained local manpower and 
sophisticated facilities. This was not the case with the 
North Sea— nor will it be with the continental shelves 
of the Atlantic or the Gulf of Alaska. A n  even more 
significant difference between Gulf of Mexico opera­
tions and n e w  offshore developments in the United 
Slates lies in the fact that the Gulf industry grew in the 
lc>50's and 1960's at a pace that was far more gradual 

than that of the crash programs required by today's oil 
shortages. Rapid growth in energy use combined with 

the current drive to reduce energy imports and the



severe problems associated with expansion of coal 
production and nuclear power have now turned the 
attention of American government and industry to­
ward prospects for expanding oil supplies. Since on­
shore oil reserves in the United States are declining, 
most future expansion must come from offshore.

The continental shelves of the Atlantic Ocean 
and the Gulf of Alaska represent great untapped po­
tential sources of new oil and gas for the United States. 
Consequently, these regions loom large on the draw­
ing boards of the oil companies and the managers of 
the federal oil domain in the Department of the In­
terior. Current plans call for an expanded federal 
program specifying as much as 10 million acres of 
offshore lands for leasing to oil companies in 1975.

This level of leasing represents an enormous 
jump from earlier policy, and is cause for concern. 
Federal leasing of 10 million acres in 1975 would dou­
ble, in a single year, the total offshore acreage leased 
since the program began in 19.53. Never before has the 
total for a single year surpassed even two million 
acres, and only six million were under active federal 
lease in early 1975. The levels anticipated for such 
untapped regions as the Middle Atlantic and the Gulf 
of Alaska seem particularly large; some 3.5 million 
acres would be leased in each area.

Acreage figures do not, of course, indicate the 
level of oil production that we might expect from these 
frontier areas in the future. Normaily, it takes four to 
eight years to bring a new oil field into production, and 
this lead time cannot even begin until extensive 
exploratory drilling confirms the presence of commer­
cial quantities of oil. It is therefore safe to say that there 
will be virtually no Atlantic or Alaskan production 
before the end of this decade. Until exploratory efforts



<11
 

m
i w

ma

are well underway, estimates ot outer continental 
shelf (OCS) production in frontier areas are little better 
than guesswork. But it could be folly to base predic­
tions of onshore environmental effects on the Gulf of 
Mexico experience. In 1969—after 30 years of state and 
federal offshore operations in the Gulf of Mexico—the 
average daily production level in Gulf waters reached 
one million barrels per day. In the North Sea, by 
contrast, that level of production will be surpassed 
before 1980, or less than ten years after British Pe­
troleum discovered the first major oil field in the British 
sector. But because massive oil and gas reserves are 
still being discovered in the North Sea, the 1980 pro­
duction level could be closer to 2.5 million barrels a 
day; indeed, many experts predict production of four 
to five million barrels a day by 1985.1 These numbers 
dwarf the Gulf of Mexico operation.

Planners who hope to be ready for potential oil 
development in new areas of the United States would 
be wise to examine the impacts on the coastal envi­
ronment of such rapid build-up to high production 
levels. There is barely time now to learn from the 
North Sea oil experience and to plan for oil develop­
ment in Atlantic and Alaskan coastal regions with the 
benefit of both the successes and the failures of plan­
ning efforts in Scotland.

Our report thus focuses on both sides of the 
Atlantic: it is a description of the Scottish experience, 
based on observation, interviews, and literature re­
view carried out in the spring and summer of 1974, 
accompanied by conclusions and recommendations 
lor the United States. It is an environmental study in 
the broad sense of that word. We have been concerned 
in part with the impact of oil development on the 
natural environment, including the land, the scenery,

• ^ 4 4  _____ ___
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dominant position in the Islands' political and eco­
nomic affairs. While Brae and the other three "growth 
villages" near Sullom Voe will not begin to rival Ler­
wick in population, they will together form a new 
educational, commercial, and, of course, industrial 
center for the northern half of Shetland.

The oil facilities at Sullom Voe will also require 
new infrastructure, especially new roads. Existing 
roadways are narrow and winding. Many are limited 
in their capacity to handle heavy loads because they lie 
above Shetland's ubiquitous peat bogs. Some of the 
new roads will therefore require excavation of the peat 
and its replacement with a more solid fill. Getting the 
roads built during the next few years, simultaneously 
with the oil industry's development and community 
housing and related facilities, will require great in­
genuity on the part of Shetland's planners.

While there is no precise American equiva­
lent to the Shetlands, remote communities in northern 
Maine and in Alaska could well experience demands 
similar to those now facing Shetland if oil were dis­
covered nearby. It is possible that the local spirit and 
determination to maintain a quality environment in 
such places would match those qualities in Shetland. 
It is encouraging to recall that the Shetland Islands 
began without sophisticated planning controlsoreven 
a planning body at the local level. There is no reason 
why American communities could not plan as well. By 
1980, it may be possible to applaud the Shetland 
deepwater port, with its related development, for 
being as successfully brought off in reality as it appears 
today on paper.

Shetland's success, thus far in meeting oil 
head-on and remaining firmly in the driver's seal is

• -r-rvQp
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due in large part to an unintimidated attitude of local 
officials toward the oil industry. It was apparent to oil 
men early in their discussions that Shetland was not to 
be cowed by the money and power of multi-national 
oil companies. At one point, negotiations between the 
industry and the county broke down temporarily after 
Shell executives showed their frustration with Shet­
land County's tight planning controls. They reminded 
the County Clerk that the oil companies could always 
give up their plans for Shetland and take their de­
velopment, their riches, and their jobs elsewhere.

"That's the best news we've heard since you 
arrived," the County Clerk replied, as he and his staff 
members rose to leave the meeting.40

Such confidence and lack of anxiety at the 
thought of doing without oil convinced the oil com­
panies that they had to accommodate local wishes, 
rather than the other way around.

The concentration of large oil fields near the 
Shetland Islands will give the Sullom Vo* r ninal the 
largest oil throughput of any British port. 1 he impacts 
of the Shetland terminal will outpace all the other 
tanker terminals associated with North Sea oil. 
Nonetheless, two other terminals, currently under 
construction, are worth mentioning.

The Orkney Islands, sister group to the Shet- 
lands, are similarly remote and sparsely settled. Occi­
dental Oil is now constructing a deepwater tanker 
terminal on the Orkney island of Flotta, where oil from 
the Piper field will land by pipeline for transfer to 
tankers in the sheltered waters of Scapa Plow. Since 
the l'lotta terminal will serve only one field and one 
company, its impacts will be less noticeable to Orkney 
residents than Sullom Voe will be to Shetlanders.



A n a l y s i s  of Hf- 219 as P r o p o s e d  F e b r u a r y  15, 1977

T h e  b i l l  p r o p o s e s  t o  e s t a b l i s h  a  s h o r e ,  f a c i l i t i e s  c o n s t r u c t i o n  p e r m i t  
s y s t e m ,  a n d  t o  c h a r g e  a  p e r m i t  f e e  b a s e d  o n  t h e  d i f f e r e n c e  b e t w e e n  
" g r o s s  i m p a c t  c o s t "  a n d  " d e v e l o p m e n t  r e v e n u e "  t o  b e  e s t i m a t e d  b y  t h e  
D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s .

T h e  " g r o s s  i m p a c t  c o s t s "  a r e  d e t e r m i n e d  b y  m u l t i p l y i n g  t h e  p e r  c a p i t a  
c o s t s  o f  s t a t e  a n d  l o c a l  g o v e r n m e n t  s e r v i c e s  i n  t h e  a r e a  w i t h  t h e  m a x i m u m  
a n t i c i p a t e d  p o p u l a t i o n  i n c r e a s e  a n t i c i p a t e d  i n  c o n j u n c t i o n  w i t h  t h e  
o f f s h o r e  d e v e l o p m e n t  i n  t h e  a r e a .  " D e v e l o p m e n t  r e v e n u e "  i s  t o  b e  d e t e r m i n e d  
b y  e s t i m a t i n g  p e t r o l e u m  p r o p e r t y  t a x e s ,  g e n e r a l  p r o p e r t y  t a x e s ,  e s t i m a t e d  
i n c o m e  t a x  c o l l e c t i o n s ,  a n d  a n t i c i p a t e d  o u t e r  c o n t i n e n t a l  s h e l f  o i l  a n d  
g a s  d e v e l o p m e n t  g r a n t s .

T h e  b i l l  i s  u n c l e a r  w i t h  r e s p e c t  t o  s e v e r a l  i t e m s :

1 .  I t  a p p e a r s  t h a t  t h e  p e r m i t  f e e  t o  b e  a s s e s s e d  i s  a i m e d  a t  c o v e r i n g  
c o s t s  o f  g o v e r n m e n t a l  s e r v i c e s  w h i c h  w i l l  n o t  b e  f u n d e d  f r o m  o t h e r  
s o u r c e s .  T h e  b i l l  r e f e r s  t o  p e r  c a p i t a  s t a t e  a n d  l o c a l  g o v e r n m e n t  
c o s t  w i t h o u t  s p e c i f i c a l l y  i n d i c a t i n g  w h i c h  c o s t  i t e m s  a r e  t o  b e  
i n c l u d e d ,  e s p e c i a l l y  s t a t e  c o s t s .

2 .  I t  i s  u n c l e a r  w h e t h e r  t h e  p e r m i t  f e e  a s s e s s e d  i s  s u p p o s e d  t o  r e f l e c t  
e s t i m a t e d  t o t a l  c o s t  f o r  t h e  2 0 - y e a r  p e r i o d ,  o r  w h e t h e r  i t  i s  t o  b e  
b a s e d  o n  t h e  m a x i m u m  i m p a c t  a t  o n e  p o i n t  i n  t i m e .  T h e  q u e s t i o n  o f

~ t h e  2 0 - y e a r  c o v e r a g e  o c c u r s  b e c a u s e  o f  t h e  r e f e r e n c e  t o  t h e  d i s c o u n t i n g  
o f  t h e  c a s h  f l o w  o n  t h e  r e v e n u e  s i d e .  T h i s  i m p l i e s  t h a t  o n  t h e  
r e v e n u e  s i d e ,  t h e  w h o l e  p e r i o d  w i l l  b e  t a k e n  i n t o  c o n s i d e r a t i o n .

*
3 .  I n  t h i s  c o n n e c t i o n ,  t h e  q u e s t i o n  o c c u r s  w h y  t h e  i n f l a t i o n a r y  i m p a c t

i s  t o  b e  t a k e n  i n t o  a c c o u n t  o n  t h e  r e v e n u e  s i d e  w h i l e  n o  r e f e r e n c e
t o  t h i s  i s  m a d e  o n  t h e  c o s t  s i d e .

V 
*'

’ 4 .  I f  t h e  p e r m i t  t o  b e  a s s e s s e d  i s  t o  r e f l e c t  t h e  o t h e r w i s e  u n f u n d e d  
p o r t i o n  o f  s t a t e  a n d  l o c a l  c o s t s ,  a l l  s t a t e  a n d  l o c a l  r e v e n u e  
s o u r c e s  a p p l i c a b l e  s h o u l d  b e  i n c o r p o r a t e d .  T h i s  w o u l d  i n c l u d e  a  
l o c a l  s a l e s  t a x ,  i f  a p p l i c a b l e ,  s c h o o l  t a x e s ,  a l l  e x c i s e  t a x e s ,  
l i c e n s e  f e e s  a n d  o t h e r  r e v e n u e  s o u r c e s ,  e s p e c i a l l y  a t  t h e  s t a t e  
l e v e l .  H o w e v e r ,  m o s t  o f  t h e s e  r e v e n u e s ,  a s  w e l l  a s  s o m e  o f  t o e  
e x p e n d i t u r e  i t e m s ,  c a n n o t  y e t  b e  t r a c e d  t o  s p e c i f i c  l o c a l i t i e s .
B e c a u s e  o f  t h i s ,  t h e  c o n c e p t  i n c o r p o r a t e d  i n  t h e  b i l l  a p p e a r s  t o  b e  
u n w o r k a b l e ,  a t  l e a s t  i n  i t s  p r e s e n t  f o r m .

y



February 21, 1977

RE: B a s ic  Tax In fo r m a t io n  / Purpose and A u th o r i t y

S t a t e  Tax System

Personal Income Tax: Should s ta n d -o u t  as the s in g le
most important revenue instrum ent in  the s t a t e  t a x  system 
and should produce close to  25% o f  t o t a l  s t a t e - l o c a l  ta x  
revenues.

General Sa les  Tax: As the other major s t a t e  tax  i t  
should produce 20  to  257» o f  the t o t a l  s t a t e - l o c a l  ta x  revenue 
w i th o u t  imposing an extraord inary  burden on low income 
fa m i l i e s .  R e t a i l  s a le s  ta x  r e s t s  on the b e l i e f  t h a t  
consumption i s  an appropriate  b asis  on which to  d i s t r i b u t e  
a s u b s t a n t i a l  p a r t  o f  the s t a t e  ta x  load.

Lo c al  Tax System

Property Tax: Provides 5 out o f  6 l o c a l  t a x  d o l la r s .

In  many s t a t e s  there are e x is t i n g  c o n s t i t u t i o n a l  and 
s t a t u t o r y  r e s t r i c t i o n s  on the taxing powers o f  lo c a l  
governments in  terms o f  s p e c i f i c  r a te s  or allowed ra te s  
o f  increase,  coupled w i th  requirements f o r  s p e c i f i c  
referendum approval o f  proposed property ta x  l e v ie s .

The S t a t e  Role

The s t a t e  has a u s e f u l  and s i g n i f i c a n t  c o o rd in a t iv e  
ro le  to  play in  the a d m in is tr a t io n  o f  l o c a l  income taxes 
as w e l l  as in  o th er  non-property taxes.  Income taxes are 
preferable  to  s a le s  and many other types o f  taxes  because they 
can be s tru c tu r e d  to  d i s t r i b u t e  t h e i r  burden i n  conform ity  
w i th  a b i l i t y  to  pay and w i th  necessary regard to  the t a x ­
p ay e r 's  fa m ily  o b l ig a t io n s .

Income ta x  l i m i t a t i o n s  f o r  use a t  the l o c a l  l e v e l :

f re q u e n t ly  people l i v e  in  one j u r i s d i c t i o n  
and work in  another.

»

people o f te n  supplement t h e i r  wages and s a l a r i e s  
from l o c a l  sources w i th  investment and other 
unearned income from other p a r ts  o f  the s t a t e ;  
however, l o c a l  j u r i s d i c t i o n s  t h a t  now use these 
taxes generally  l i m i t  them to  income from wages 
and s a l a r i e s ,  the type o f  income most e a s i l y  
taxed.



D R A F T
May 24, 1977

A. Justification for bill.

-•Document the actual potential for onshore impacts , and the inability of 
local governments to plan for, control, and pay for these impacts.

In a narrative, describe how HB 219 provides a mechanism for control.

B. Local concerns.

Examine and address anticipated local concerns and objections to HB 219.
For example, discuss the bill's effect on local property tax, on local 
regulatory powers and autonomy, on the localities.ability to attract develop­
ment, and on the development of facilities not included within the bill's 
coverage.

C. Legal issues.

Explore legal issues which could be used by onshbre developers to challenge the 
bill. Federal issues are interstate commerce, preemption, conflict and equal 
protection. STate issues are local legislation, double taxation, delegation, and 
preemption.

p. Planning issues.

Options for CRA Input on HB 219

Does the Act accomplish its pupose? What pov/ers are given to local units? Are 
regional needs addressed? Is the role of CRA appropriate for it? How does the



Coastal Management bill (HB 342) affect HB 219, especially in terms of
local actors and pertinent issues? Does the proposed severance tax potentially
alter the role of HB 219?

E. Drafting.

Suggestions for improvement in drafting HB 219 either to reflect the same
substantive/procedural goals at present or to add to those goals.

F. Alternative means under existing law.

What techniques presently exist for local and state authorities to plan and 
pay for onshore developments related to OCS energy development. For example,
are special assessment bonds (AS 29.63.035) or special tax rates (AS 29.63.010)
or special tax zones (AS 29.53.405) useful in passing the additional costs of 
development to the developer? Will loans under the Coastal Energy Impact 
Program be useful to local units,

Coa/c/,
Role of local zoning powers, especially centra-btmd use.



The purpose o f  HB 219 i s  to  compensate fo r  the on-shore 

impacts caused by the OCS development.

The S t a t e  cannot force the Federal Government to  f u r n is h  

such compensation. I t  can, however, require  the companies 

e x p lo i t in g  the OCS t e r r i t o r y  to  pay f o r  the on-shore impact 

c o s ts .  The b i l l  provides t h a t  the amount o f  uncompensated 

impact i s  estimated and t h a t  t h i s  amount i s  the price  o f  the 

bui ld in g  permit f o r  the on-shore f a c i l i t i e s .

h e a tin g  o i l  because o f  inadequate i n s u l a t i o n  in  t h e i r  houses.



D r a f t  - 2/25/77

The Anchorage Times o f  February 16 re p orts  Senator 

Ted Stevens as saying t h a t  Congress has d ire c te d  the I n t e r i o r  

Department to  accelerate  o f f - s h o r e  o i l  and gas le as in g .  Although 

Alaska has teen s u c c e s s fu l  in  delaying the le a s in g  o f  the 

Outer C on tin en ta l  S h e l f  o f f  i t  shores, i t  appears t h a t  the 

honeymoon may be over and we may soon see an accelerated program 

o f  leasing  going on.

The Supreme Court has decided t h a t  a l l  o f  the lands beyond 

the 3-mile l i m i t  belong to  the Federal Government. This means 

t h a t  any revenues--severance taxes,  r o y a l t i e s  or o t h e r - - w i l l  

go to  the Federal Government. There i s  no p ro v is io n  fo r  the 

S t a t e  to  c o l l e c t  any revenue from t h i s  a c t i v i t y .  'Hie s t a t e  

w i l l ,  however, have impact on i t s  shores because o f  the on-shore 

f a c i l i t i e s  necessary to support the development.

An estim ate  by the P r e s id e n t 's  o f f i c e  o f  Management and 

Budget gives the impact co s t  f o r  in fra-governm enta l  i n f r a - s t r u c t u r e  

f o r  the S ta te  o f  Alaska as 680 m i l l i o n  d o l l a r s .  A l a t e r  

estim ate  by the Department o f  Community and Regional A f f a i r s  

i s  somewhat lower. Here the c o s t  i s  est im ated to  be somewhat 

over 400 m i l l i o n  d o l la r s .  No l e g i s l a t i o n  so f a r  passed by 

Congress or envisioned, w i l l  compensate the S t a t e  on t h i s  order 

o f  magnitude.

I t  i s  my b e l i e f  t h a t  Alaskan taxpayers should not bear 

the impact c o s ts  involved in  OCS production so t h a t  persons 

in  other parts  o f  the country may continue to run t h e i r  a i r -  

c o n d i t io n e r s , drive t h e i r  cars a t  70 m iles  per hour or waste

H .B . 219
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L a rry  V avra— Union O il Company

Data fe x  C o l l i e r  Carbon:
* :

Investm ent

L a te s t  g ro ss  investm ent o f  o ld  p la n t  reported  to tha S ta te  i s  
$63,012 m i l l io n  (u nd ep rec ia ted !.

Estim ated  c o s t  o f new p la n t i s  about $250 m il l io n .

Amounts paid to  Kenai Borough

l*io~ 77

1972 $123,500
1973 126,32a
1974 120,191
1975 125,190
1576 228,896
1977 1 ,547 ,319 (estim ate)

E m p l o y e e s
_ i

The "o ld " p la n t  has about 130-140 re g u la r  employees. However/ in  
a n t ic ip a t io n  o f  the new p la n t , co m p letion , the work fo rce  h as r is e n  
to about 200r the M3ded number being people in  t ra in in g  p h a se s . 
l?hen the new p la n t  i s  o p e ra t io n a l, i t  i s  estim ated th a t  th e re  w i l l  
be about 240 re g u la r employees. - •

then C o l l i e r  f i r s t  came to  K e n a i, about h a l f  of the fo rc e  was 
h ired  local.ly/%t2$se o thers being t ra n s fe r re d  in  from e lsew h ere  be­
cause o f a* s c a r c i t y  o f la b o r in  the area possessing the ap p ro p ria te  
s k i l l s .  Hence, some 60-70 employees were a lready in  the g e n e ra l 
a re a .

Of the some 70 people or i>o c u r re n t ly  added to  the re g u la r  work 
fo rc e , some 85-90% of them are  lo c a l  people from the a rea  and are 
not "low er 4 8* t ra n s fe re e s . I t  i s  C o l l i e r ' s  p o lic y  to  h i r e  lo c a l ly  
as much as possib le* and a t ra in in g  program has been going f o r  somo 
tim e. V'M"'

When the new p la n t  i s  o p e ra t io n a l, C o l l i e r  estim ates the re g u la r  
employee work fo rce  w i l l  be around 24 0 poep le . Most o f th e  added 
personnel w i l l  be drawn from the lo c a l  a re a .

In  ad d it io n  to  re g u la r employees, C o l l i e r  has co n trac to rs  who them­
se lve s  h i r e  w orkers to  do the co n tra c t w ork . C u rre n tly , th e  number 
o f these w o rkers range from a. low o f about 15 to as many a s  300 when 
the '’turnaround" work i s  done a n n u a lly , and which takes about a 
month on a f a c i l i t y .  However, even th ese  ad d itio n a l c o n tra c t  
esqployees a re  h ire d  lo c a l ly  and C o l l ie r  estim ates th a t some 65% 
or more come from the immediate area  .and 35% from the Anchorage 
a rea . Very few come from o u ts id e  A la sk a ,
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Offshore Oil Facility Siting on Kodiak

The Department of Community & Regional Affairs has announced the award of a consultant contract to evaluate possible sites on the Island of Kodiak, suitable for use by the offshore oil industry.The study will be carried out by Woodward-Clyde, Inc., with assis­tance from Earl and Wright Engineers of San Francisco.
The directive to the consultants is to study all possible sites on Kodiak Island which might be suitable for use either as oil tran- shioment and storage terminals, L.N.G. plants with their associated Marine loading facilities or onshore supply bases. Each site will be ranked for its suitability for oil industry operations and its impacts on the environment and community life of Kodiak. The objective is to produce a list of recommended sites which match the oil industry's requirements and high environmental standards, and best f i t  in with the existing pattern of life on Kodiak.
Sites initially under consideration are:

Kazakof Bay KizhuyaK Bay Monashka Bay St. Paul Harbor Kalsin Bay Ugak Bay Old Harbor Cape Chiniak Barling Bay Three Saints Bay
This list is not an exclusive one and other sites may emerge in the course of the study which would merit consideration.
The study, sponsored jointly by the Department of Community and Regional Affairs, the Kodiak Island Borough, and Koniag, Inc., is funded to, plan for OCS development. The timing of this project is particularly important as it is scheduled to be completed prior to the Kodiak Shelf OCS lease sale, now scheduled by the Department of the Interior for November, 1977. In this way, local groups will have an opportunity to influence company location policy.
Since the v-'ews of the Kodiak Islanders are an important input to the project, the contractors have been directed to take careful note of any site preferences expressed at a series of public meetings schedules to be held in Kodiak this spring.
The study will start in mid-April and should be complete by the end of November. For further information, please contact:

Commissioner Lee McAnerneyDepartment of Community and Regional AffairsPouch B
Juneau, Alaska 99811 Phone (907) 465-4700
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CO LLIER  CARBON & CHEMICAL CORPORATION 
JAPAN GAS-CHEMICAL COMPANY, IN C . 

ALA? CORPORATION

(AS '(3-25 as amended

TH IS  IS  TO C E R T IFY  THAT p u rsu a n t to  AS '13-25 and AS 

"''20(a) (1 2 )  j th e  Com m issioner o f Econom ic D eve lo pm ent, 

f o r  th e  S ta te  o f  A la s k a ,  has d eterm ined  th a t  th e  u re a  and 

ammonia p la n t  and r e la t e d  f a c i l i t i e s  proposed and b e in g  b u i l t  

in  th e  Cook I n l e t  a re a  by th e  C o l l i e r  Carbon and C h em ica l 

C o rp o ra t io n  (h e r e a f t e r  som etim es r e f e r r e d  to  a s  " C o l l ie r * '  o r 

a s  one o f  th e  " a p p l i c a n t s " )  and Jap an  G as-C h e m ica l Company,

Tn c . ( h e r e a f t e r  som etim es r e f e r r e d  to  a s  "Jap an  G as" or a s  

one o f th e  " a p p l ic a n t s " )  and A lap  C o rp o ra t io n  (h e r e a f t e r  some­

tim e s  r e f e r r e d  to  a s  "A la p "  o r as one o f  th e  " a p p l ic a n t s " )  i s  

an " e l i g i b l e  b u s in e s s " ,  m a n u fa c tu r in g  a p ro d u ct a s  d e f in e d  in  

i AS ' ( 3 .2 5 .1 6 0 ( a ) ( 1 )  and th a t  s a id  a p p l ic a n t s  be and a re  h ereb y

g ra n te d  a ta x  exem p tion  w ith  th e  term s and c o n d it io n s  s e t  

f o r t h  b e lo w :

A. Those f a c i l i t i e s  and p ro p e rtJ .e s  o f the  a fo r e s a id  

a p p l ic a n t s  upon w h ich  t h i s  exem ption  i s  g ran ted  a re  th o se  

d e s c r ib e d  in  th e  a p p l ic a t io n  and w h ich  a re  lo c a te d  n ear K e n a i ,  

A la s k a ,  on th e  Cook I n l e t ,  c o n s is t in g  o f :

1 . Th-. lan d  on w h ich  th e  u re a  and ammonia p la n t  

and r e la t e d  i n d u s t r i a l  f a c i l i t i e s . a r e  c o n s t ru c te d .

2 . The u re a  and ammonia p la n t s ,  s to ra g e  t a n k s ,  

dock (w h a r f )  f a c i l i t i e s ,  p la n t  and lo a d in g  l i n e s ,

and o th e r  a t te n d a n t  p la n t  f a c i l i t i e s  and im p ro ve­

m e n ts , arid p e rs o n a l p ro p e r ty .



3 . R e la te d  f a c i l i t i e s  lo c a te d  a t  th e  p la n t  s i t e  

in c lu d e ,  but a re  not l im it e d  t o ,  the  f o l lo w in g  it e m s :

(a )  The f u r n i t u r e ,  o f f i c e  eq u ip m en t, and 

m ach in e ry  used in  th e  a d m in is t r a t io n  o f  the 

exempt b u s in e s s .

(b )  A d m in is t r a t io n  b u ild in g  and c o n t r o l  

la b o r a t o r y .

( c )  Shop and w arehouse co m b in a tio n  b u i ld in g s .

(d ) Equipm ent and m ach in ery  used in  the 

m a in tenance  and t r a n s p o r t a t io n  f a c i l i t i e s ,  i n ­

c lu d in g  but no t l im it e d  t o ,  a u to m o b ile s , t r u c k s ,  

b u se s , g r a d e r s ,  d o z e r s , fo r k  l i f t ,  p a y lo a d e rs  

and c ra n e s  and w a t e r c r a f t .

( e )  Equipm ent arid m ach in ery  owned by the  

a p p l ic a n t s  and not le a se d  o r under* a le a s e  o p t io n  

c o n t r a c t  w h ich  a re  used in  co n n e c tio n  w ith  th e  

s u p p ly in g  o f u t i l i t y  s e r v ic e s  s im i l a r  to  th a t  

su p p lie d  by a p u b lic  u t i l i t y .  In c lu d e d  among 

th e se  it e m s , but not n e c e s s a r i ly  l im it e d  t h e r e t o ,  

a r e :

( i ) N a tu ra l gas d i s t r i b u t io n ,  in c lu d in g  

sp u r p ip e l in e s  and eq u ipm ent, ru n n in g  from  th e  

p la n t  p re m ise s  to  t ru n k  gas p ip e l in e s  from  

w h ich  gas i s  su p p lie d  to  the p la n t  p re m is e s .

( i i )  E l e c t r i c  power g e n e ra t io n  w ith  

b u ild in g  and d i s t r ib u t io n  sys te m .

( i i i )  Raw w a te r d i s t r ib u t io n  and su p p ly  

system  in c lu d in g  w a te r w e l ls  w ith  pump h o u s e s , 

w hether lo c a te d  on o r o f f  th e  p la n t  p re m is e s , 

and i r o n  rem o va l system  w ith  b u i ld in g .



( i v )  C o o lin g  w a te r  d i s t r ib u t io n  and 

su p p ly  system  in c lu d in g  c o o lin g  to w er and 

pump h o u se .

( v )  Steam g e n e ra t io n  and d i s t r ib u t io n  

f a c i l i t y  in c lu d in g  co nd ensate  sy s te m .

( v i )  B o i le r  feed  w a te r t r e a t in g  system  

w ith  b u ild in g  in c lu d in g  f a c i l i t i e s  f o r  i n ­

stru m en t a i r ,  u t i l i t y  a i r  and in e r t  gas 

g e n e r a t io n .

( v i i )  Eq u ip m en t, m a c h in e ry , p ip in g , used 

in  th e  tre a tm e n t and d i s t r ib u t io n  o f  w aste  

m a t e r ia l  and to  p o l lu t io n  c o n t r o l ,  in c lu d in g  

but not l im it e d  to :

(1 )  Sep11c t a n k s .

(2 )  Waste w a te r d is p o s a l  system  

.in c lu d in g  pump h o u se , c h e m ic a l tre a tm e n t 

w ith  b u i ld in g ,  and r e t e n t io n  pond, and 

in c lu d in g  deep w e l l s ,  and r e la t e d  p ip in g  

and f a c i l i t i e s  in  c o n n e c t io n  th e re w ith .

( f )  Eq u ip m en t, m ach in e ry  o r s u p p lie s  used 

fo r  co m m u n ica tio n , w h ich  a re  owned by th e  a p p l i ­

c a n ts  and not le a se d  o r under le a s e  w ith  an o p t io n  

to  p u rch ase  and a re  lo c a te d  on th e  p re m ise s  o f  th e  

exempted p la n t ,  in c lu d in g  but not l im it e d  to :

( i  ) 'I'e 1 e p h o n 1 c , t e le  g ra  p h ie ,  t  e 1 e t  y p e

o r m icrow ave s y s te m s .

( i i )  R ad io  com m unication sy s te m s .

( i i i )  F i r e f ig h t in g  and s a fe t y  eq u ip m ent.

( i v )  F e n c in g .

( v )  S e c u r i t y  s t a t io n s  and equ ipm ent.
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Those f a c i l i t i e s  and p ro p e rty  c o n s id e re d  f o r  exem ption 

p u rp o ses in  t h i s  c e r t i f i c a t e ,  in c lu d in g  th o se  s p e c i f i c a l l y  s e t  

f o r t h  ab o ve , a re  o n ly  th o se  w h ich  in  f a c t  a c t u a l l y  meet the  

d e f in i t io n  o f "p ro p e rty  devoted  to  i n d u s t r i a l  d eve lo p m en t" as 

d e f in e d  in  AS l»3 .25  .1 5 0 (a )  ( 1 1 ) .

B . P rope i-ty  not deemed to  be a p a r t  o f  th e  d e s c r ib e d  

p ro p e rty  i s :

1 . E x ce p t as e lse w h e re  noted h e r e in ,  any p ro p e rty  

not lo c a te d  o r based a t  o r on th e  p la n t  p re m is e s .

2 . Any r e s id e n c e  o r l i v i n g  q u a r t e r s ,  e x c e p t th o se  

l i v i n g  q u a r te r s  o r f a c i l i t i e s  not c o n s t i t u t in g  a 

perm anent r e s id e n c e , w h ich  a re  lo c a te d  on th e  p la n t  

p re m ise s  f o r  the  co n ve n ie n ce  o f  em ployees w h i le  in  

th e  co u rse  o f  p e rfo rm in g  t h e i r  o f f i c i a l  d u t ie s ,  such 

as  watchm en.

3 . C o m m is sa r ie s , e xce p t th a t  food ite m s  may be 

made a v a i la b le  to  em ployees on th e  p la n t  p re m ise s  fo r  

consum ption d u r in g  t h e i r  h o u rs o f  w ork . Any equipm ent 

used In  co n n e c tio n  th e re w ith  s h a l l  be deemed to  not 

c o n s t i t u t e  co m m issa ry .

h . V e h ic le s ,  v e s s e ls  and a i r c r a f t  w h ich  a re  used 

away from th e  p la n t  p re m ise s  a re  not exempt from 

t a x a t io n ,e x c e p t  th e  v e s s e ls  used e x c lu s iv e ly  fo r  

w a te r  t e s t in g  and l i n e  h a n d lin g .

5 . A l l  f a c i l i t i e s  and a p p u rte n a n t m ach in e ry  p e r ­

t a in in g  to  o r used in  c o n n e c t io n  w ith  th e  s u p p ly in g  

o f  u t i l i t y  s e r v ic e s  fo r  o th e r  than  th e  a p p l ic a n t s '  

e x c lu s iv e  u s e . H ow ever, in  th e  ca se  o f  em erg ency , 

such  as a power f a i l u r e  tem porary use o f  su ch  

f a c i l i t i e s  fo r  o th e rs  th an  th e  a p p l ic a n t s  w i l l  not
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make th a t  p ro p e r ty  t a x a b le  o r put th e  a p p l ic a n t s  in  v i ­

o la t io n  o f  t h i s  exem ption  c e r t i f i c a t e .  Tem porary means 

not more th an  72 h o u rs . F o r  any use lo n g e r  than  th a t  

p e rm is s io n  o f  th e  C om m issioner o f  Econom ic D eve lo pm ent, 

o r h i s  d e le g a te , s h a l l  be o b ta in e d  i f  th e  a p p l ic a n t s  

a re  not to  be in  v io la t io n  o f t h i s  c e r t i f i c a t e .

8 . D ock ing  f a c i l i t i e s  -  See p a rag rap h  Mo. C 

w h ich  f o l lo w s :

C . I f  th e  t r e s t l e  and w h a rf f a c i l i t y  o f  th e  exempted 

b u s in e s s  s u b je c t  to  t h i s  c e r t i f i c a t e  i s  used in  c o n n e c t io n  w ith  

th e  t r a n s p o r t a t io n  o f  ite m s  not produced by o r used in  th e  o p e r­

a t io n s  o f  th e  exempted b u s in e s s ,  a p o r t io n  o f th e  v a lu e  o f  such 

f a c i l i t y  s h a l l  be deemed to  be non-exem pt p ro p e r t y , a s  h e r e a f t e r  

d e te rm in e d , to  the  e x te n t  such  f a c i l i t y  i s  used in  c o n n e c t io n  

w ith  th e  t r a n s p o r t a t io n  o f  ite m s not produced by o r used in  th e  

o p e ra t io n s  o f  th e  exem pted b u s in e s s .

The p e rce n ta g e  o f use  o f the  t r e s t l e  and w h a rf f a c i l i t y  

in  c o n n e c t io n  w ith  th e  t r a n s p o r t a t io n  o f p ro d u c ts  no t produced 

by o r used in  th e  o p e ra t io n s  o f  the  exempted b u s in e s s  s h a l l ,  f o r  

any y e a r  co ve re d  by t h i s  c e r t i f i c a t e ,  e xce p t th e  f i r s t  y e a r  

(1 9 6 9 ) and th e  l a s t  y e a r  (1 9 7 8 ) o f  th e  e xem p tio n , be d e te rm in ed  

by com puting th e  p e rce n ta g e  o f t o t a l  tonnage d u r in g  the  p re ­

ce d in g  y e a r  o f  ite m s t ra n s p o r te d  a c ro s s  tho  t r e s t l e  and w h a rf 

f a c i l i t y  w h ich  re p re s e n t  p ro d u c ts  not produced o r used in  the  

exem pted b u s in e s s .  T h a t p e rce n ta g e  o f  th e  t o t a l  v a lu e  o f  th e  

t r e s t l e  and w h a rf f a c i l i t y  s h a l l  be s u b je c t  to  t a x a t io n  by 

p o l i t i c a l  s u b d iv is io n s  who, under s t a t e  la w , co u ld  3cvy ta x e s  on 

th a t  p ro p e r t y . ~n v a lu in g  th e  p ro p e rty  AS 2 9 -1 0 .3 9 8  s h a l l  be 

fo l lo w e d . (F o r  e xam p le , i f  tho f a c i l i t y  were used 50/' f o r  non­

exempt p u rp o ses in  1989 , th en  50£ o f the  v a lu e  o f th a t  f a c i l i t y  

on Ja n u a ry  1 , 1970 would be s u b je c t  to  p ro p e rty  t a x e s  in  1970 

and would not be c o n s id e re d  to  be ta x  exem pt. )
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F o r th e  c a le n d a r  y e a r  1969 , th e  p e rce n ta g e  o f  use s h a l l  

be deemed to  be 15 p e r c e n t .

In  th e  l a s t  y e a r  o f th e  exem ption  (1 9 7 8 ) th e  same 

fo rm u la  used f o r  y e a r s  2 th rough 9 , as e x p la in e d  above shall 1 be 

fo llo w e d  e x ce p t th a t  th e  p e r io d  used to  compute t o t a l  tonnage 

and th e  p e rc e n ta g e  o f  non-exem pt use s h a l l  c o n s is t  o f  th e  9th  

y e a r  tonnage p lu s  th e  tonnage o f  each month o f  th e  10 th  y e a r  

w h ich  ends p r io r  to  th e  d a te  the  ta x  r o l l  i s  c e r t i f i e d .

The a p p l ic a n t s  s h a l l  p re p a re  and subm it a n n u a lly  to  th e  

A s s e s s o r  o f  th e  K e n a i P e n in s u la  Borough a d e te rm in a t io n  o f  th e  

p e rce n ta g e  o f  u s e , as p ro v id e d  h e r e in ,  f o r  any p e r io d  to  w h ich  

t h i s  c e r t i f i c a t e  a p p l ie s ,  s t a r t in g  w i1 h th e  c a le n d a r  y e a r  1969* 

Such d e te rm in a t io n  f o r  each o f the y e a rs  1969 th rough 1977 s h a l l  

be su b m itte d  a t  o r p r io r  to  the tim e th e  p ro p e rty  t a x  r e t u r n s  

a re  f i l e d  w ith in  th e  K e n a i P e n in s u la  Borough ( in c lu d in g  any e x ­

te n s io n  o f  tim e  f o r  f i l i n g  such r e t u r n s ) .  Tonnage f ig u r e s  ori 

u se  d u r in g  th e  m onths o f  1978 'th e  l a s t  y e a r  under t h i s  exemp­

t io n )  to  be used in  com puting th e  p e rce n ta g e  o f  non-exem pt use 

fo r  th a t  y e a r  s h a l l  be fu rn is h e d  by th e  a p p l ic a n t s  to  the  

Borough A s s e s s o r  no t l a t e r  than  th e  5 th  day o f  th e  month in  

w h ich  the  ta x  r o l l  w i l l  be c e r t i f i e d .  N o tic e  o f  t h a t  d a te  s h a l l  

be fu rn is h e d  to  a p p l ic a n t s  by the Borough.

D. The a p p l ic a n t  s h a l l  be exempt from  th e  fo l lo w in g  

ta x e s  p r e s e n t ly  o r h e r e a f t e r  le v ie d  o r  im posed upon th e  p ro ­

p e r t y  d e f in e d  in  p a rag rap h  A , o r th e  r e c e ip t s  th e re fro m :

1 . A l l  ad v a l orem ta x e s  on r e a l  o r p e rs o n a l p ro ­

p e r ty  w h ich  may be imposed by th e  S t a t e ,  borough o r 

o th e r  p o l i t i c a l  s u b d iv is io n  o r  t a x in g  j u r i s d i c t i o n .

2 . A l l  s a le s  and use  ta x e s  and ta x e s  m easured by 

s a le s  o r p r o f i t s  on s a le s  le v ie d  by th e  S t a t e ,  borough 

o r o th e r  p o l i t i c a l  s u b d iv is io n s  o r ta x in g  j u r i s d i c t i o n s  

in  th e  S t a t e .
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3> A l l  f r a n c h is e  ta x e s  le v ie d  by th e  S ta te  in  

e x c e s s  o f  $ 1 ,0 0 0  p e r y e a r  and a l l  f r a n c h is e  ta x e s  

le v ie d  by th e  borough o r o th e r  p o l i t i c a l  s u b d iv is io n s  

o r ta x in g  j u r i s d i c t io n s  in  th e  S t a t e .

^ . A l l  b u s in e s s  r e c e ip t  t r x e s  and b u s in e s s  

l i c e n s e s  le v ie d  by the  S t a t e ,  borough o r o th e r  

p o l i t i c a l  s u b d iv is io n s  o r ta x in g  j u r i s d i c t i o n s .

5 . A l l .  income ta x e s  le v ie d  by th e  S t a t e ,  

borough o r o th e r  p o l i t i c a l  s u b d iv is io n s  o r  ta x in g  

j u r i s d i c t i o n s .

E .  The ta x  exem ption  g ra n te d  in  t h i s  c e r t i f i c a t e  

s h a l l  a p p ly , . r e  t o ,  and be t r a n s fe r r e d  to  th e  b e n e f it  o f :

UNION O IL  COMPANY OF CALIFO RNIA . In  the  even t 

o f a co m p lete  l iq u id a t io n  o f  CO LLIER in  w h ich  a l l  o f the  a s s e t s  

owned by CO LLIER  in  th e  exempted b u s in e s s  a re  t r a n s fe r r e d  to  

UNION as p a r t  o f  a d i s t r ib u t io n  in  com plete c a n c e l la t io n  o r 

red em p tio n  o f a l l  o f  C o l l i e r ' s  sh a re s  o f s to c k  owned by 

UNION, and

To p. S u b s id ia r y  Am erican C o rp o ra t io n  o f  Jap an  

Gas w h ich  i s  100# owned by Jap an  G a s , and w h ich  s u b s id ia r y  i s  

th e  t r a n s f e r e e  o f  a l l  o f the  a s s e t s  owned by j^ p an  Gas in  the  

exempted b u s in e s s .

Any o f th e  t r a n s f e r s  d e s c r ib e d  above w h ich  o ccu r b e fo re  

th e  e x p i r a t io n  o f th e  p e r io d  f o r  w h ich  th e  exem ption  i s  g ra n te d  

s h a l l  not e x ten d  th e  p e r io d  f o r  w h ich  any exem ption  from  ta x e s  

i s  g ra n te d . The t r a n s f e r  o f  r ig h t s  under t h i s  numbered p a ra ­

g raph  w i l l  be v a l id  o n ly  i f  the  t r a n s f e r e e s ,  Union O i l  o r th e  

S u b s id ia r y  o f  Jap an  G a s , n o t i f y  th e  Departm ent o f Econom ic 

Developm ent w it h in  t h i r t y  d ays a f t e r  th e  t r a n s f e r  has ta k e n  

p la c e .  Such n o t ic e  to  be in  w r i t in g  by r e g is t e r e d  l e t t e r .

In  th e  e ve n t o f t r a n s f e r ,  th e  t r a n s fe r e e  s h a l l  be s u b je c t  to

*.v '  \  Vs's \  v > V nAV-APS '. VvXvpP
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a l l  r e s t r i c t i o n s  and re q u ire m e n ts  o f t h i s  exem ption  c e r t i f i c a t e ,  

to g e th e r  w ith  any amendments w h ich  nay be added from  tim e to  

t im e .

A t r a n s f e r  under t h i s  numbered, p arag rap h  s h a l l  n o t 

r e l i e v e  th e  a p p l ic a n t s  c-r ' .h e ir  s u c c e s s o rs  from  th e  s t a t u t o r y  

r e q u ir e ,  e i t s  o f AS 1 3 .2 5 -0 2 0  and .0 3 0 .

F .  The exem p tio n s r e f e r r e d  to in  p arag rap h  D s h a l l  

be f o r  a p e r io d  o f te n  y e a r s  commencing Ja n u a ry  1 , 1969 , but 

th e se  exem p tio n s may be te rm in a te d  sooner under any p r o v is io n  

c o n ta in e d  in  p a rag rap h  K o f t h i s  c e r t i f i c a t e .

C-. O nly th o se  exem ption s from  ta x e s  s p e c i f ie d  i n  t h i s
i

c e r t i f i c a t e  a re  g ran te d  to  th e  a p p l ic a t n s .

H. The a p p l ic a n t s  s h a l l  make a l l  r e p o r t s  r e q u ir e d  by 

th e  A la s k a  I n d u s t r i a l  In c e n t iv e  A ct oi* p ro v id e d  f o r  h e r e a f t e r  

o r th a t  th e  C om m issioner may from tim e  to  tim e re q u e s t  p e r t a in ­

in g  to  th e  exempt p ro p e r t y . A copy o f a l l  r e p o r t s  made to  

o th e r  A la s k a  S ta te  D epartm ents o r a g e n c ie s  under th e  I n d u s t r i a l  

In c e n t iv e  A ct s h a l l  be s e n t  to  th e  Com m issioner o f  Econom ic 

Developm ent o r o th e r  S ta te  o f f i c i a l  su b se q u e n t ly  a d m in is t e r in g  

th e  I n d u s t r i a l  In c e n t iv e  A c t .

I .  A l l  income ta x  r e t u r n s  and o th e r ta x  r e t u r n s  r e ­

q u ire d  to  be f i l e d  w ith  th e  Departm ent o f Revenue o r  o th e r  

d ep artm en ts  s h a l l  be co m p lied  w ith  as though no exem ption  

e x is t e d  and c o p ie s  o f  a l l  r e t u r n s  s h a l l  be fu rn is h e d  to  th e  

C o m m issioner o f  Econom ic Developm ent on t h e i r  due d a t e s ,  i n ­

c lu d in g  any e x te n s io n  o f tim e g ra n te d  by th e  dep artm ent whose 

t a x  r e t u r n s  a re  in v o lv e d . The a p p l ic a n t s  s h a l l  in d ic a t e  on 

o r a tta c h e d  to  th e  r e t u r n s  what p o r t io n  o f th e  r e c e ip t s ,  i n ­

come and exp en ses a re  d e r iv e d  from  the exempt p ro p e rty  as 

d e f in e d  in  p a rag rap h  A and may si ow on the  r e t u r n s  th e  amount
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The f a c t  th a t  an a p p l ic a n t  may be in c lu d e d  a s  a member 

o f a c o n s o lid a te d  group v :h ich  f i l e s  a c o n s o lid a te d  income ta x  

r e t u r n  w ith  th e  S ta te  o f A la s k a  s h a l l  not o p e ra te  to  deny th e  

exem ption  from  A la s k a  income ta x e s  g ran ted  h e re in  to  any such 

a p p l ic a n t .  How ever, i f  c o n s o lid a te d  r e t u r n s  a re  f i l e d  th e  

amount o f  th e  t a x  c r e d i t  g ran te d  s h a l l  be o n ly  th a t  amount th a t  

would be a llo w e d  i f  se p a ra te  r e t u r n s  had been f i l e d .  F o r 

exam p le , the  exempted b u s in e s s  may have a not incom e fo r  ta x  

p u rp o ses (computed as i f  no exem ption  e x is t e d )  o f $ 1 0 0 ,0 0 0  and 

a ta x  o f $ 8 ,3 7 0 . W hereas, a c o n s o lid a te d  r e t u r n  show ing 

$ 1 ,0 0 0 ,0 0 0  in  t a x a b le  income would have a ta x  o f ,  s a y ,  $ 9 3 >000 . 

(P a r t  o f  i t s  ta x  b e in g  in  a h ig h e r  ta x  r a t e  c l a s s i f i c a t i o n . )

The amount o f  t a x  c r e d i t  c la im e d  on the c o n s o lid a te d  r e t u r n  

would be $ 8 ,3 7 0  and not th e  amount o f ta x  a r i s in g  on $10' ,000  

income i f  i t  were computed a s  coming o f f  the  top a t  the  h ig h e r  

t a x  r a t e .  (N o te : The Income and ta x  f ig u r e s  used in  t h i s

p arag rap h  a re  h y p o t h e t ic a l .  A c tu a l f ig u r e s  would have to  be 

used in  each in s t a n c e . )

J .  O n ly  th o se  ite m s o f  income an d /o r exp en ses o f  th e  

a p p l ic a n t s  w h ich  a re  n e c e s sa ry  to the  o p e ra t io n  o f th e  t a x  

exempt b u s in e s s  r e f e r r e d  to  above may be: charged  to  the exempt 

b u s in e s s . O p e ra t io n  o f  a s to r e  o r  s to r e s  ( in v e n t o r y )  d e p a r t ­

ment w h ich  makes s a le s  to  em ployees o r t h i r d  p e rso n s  s h a l l  

not be deemed to  be n e c e s sa ry  to  the  o p e ra t io n  o f th e  exempt 

bus a n e s s .

K . The above d e s c r ib e d  exem ption s may be revo ked  by 

th e  C om m issioner o f  Econom ic Developm ent o r  o th e r  S ta te  

o f f i c i a l  ch a rg ed  w ith  a d m in is te r in g  the  I n d u s t r i a l  In c e n t iv e  

A ct f r  any one or more o f tho  fo l lo w in g  re a s o n s :

1 . Any v io la t io n  o f o r f a i l u r e  by one o r more 

a p p l ic a n t s  to  comply w ith, the  in d u s t r i a l  In c e n t iv e  A c t .

-A Vs. . • A  
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2 . Any v io la t io n  o f o r f a i l u r e  by one o r r .o re  

o f th e  a p p l ic a n t ?  to  comply w ith  t h i s  exem ption  

c e r t i f i c a t e .

3- Any f a i l u r e  by one o r more o f  th e  a p p l ic a n t s  

to  t im e ly  pay ar.y S ta te  o r borough o r c i t y  l i c e n s e  

fee  o r t a x  not exempt under t h i s  c e r t i f i c a t e .

A . Any f a i l u r e  o f one o r more o f  th e  jp l i c a n t s  

to t im e ly  nano any payment to th e  S t a t e ,  borough o r 

o th e r  p o l i t i c a l  s u b d iv is io n  on any ag reem en t.

5- Any f a i l u r e  o f  one o r more o f  th e  a p p l ic a n t s  

to  com ply w ith  th e  S t a t e ’ s o i l  and gas c o n s e rv a t io n  

r e g u la t io n s .

In  th e  e ve n t o f any v io la t io n  o r f a i l u r e  by any o f  

th e  a p p l ic a n t s  to  com ply w ith  I ,  2 , 3, A > o r 5 a b o ve , th e  

S ta te  o r p o l i t i c a l  s u b d iv is io n  s h a l l  g iv e  the  a p p l ic a n t  o r  

a p p l ic a n t s  3 0  d a y s ' n o t ic e  by r e g is t e r e d  m a il to  th e  a p p l i ­

c a n t ' s  p la n t  or* t h e i r  r e g is t e r e d  agent o r a g e n ts  in  w h ich  to  

cu re  th e  d e f e c t ,  and i f  tho  a p p l ic a n t  o r a p p l ic a n t s  cu re  th e  

d e fe c t  w ith in  th e  30 day p e r io d , tho exem ption s h a l l  not be 

revo ked  fo r  th a t  v io l a t i o n .

In  tho  e ve n t o f a good f a i t h  d is p u te  e x i s t in g  as to  

w h eth er a v io l a t io n  o f  1 , 2 , 3 , *1, o r 5 has o c c u rre d  and i s  

b e in g  c o n te s te d  in  a c o u rt  o f  la w , the a p p l ic a n t  s h a l l  have 

30 d ays a f t e r  th e  f i n a l  o rd e r  by the c o u rt  o f com petent 

j u r i s d i c t i o n  in  w h ich  to  cu re  the d e f e c t ,  e x ce p t where 

re v o c a t io n  i s  m andatory under the I n d u s t r i a l  I n c e n t iv e  A c t .  

How ever, when a re v o c a t io n  o c c u r s ,  i t s  e f f e c t i v e  d a te  s h a l l  

be th a t  s p e c i f ie d  by AS A 3 .2 5 .0 6 0 . N oth ing  h e re in  s h a l l  

o p e ra te  to  deny an a p p l ic a n t  the r ig h t  to  appea l a d v e rse  

d e c is io n s  as o ro v id e d  in  th e  I n d u s t r i a l  In c e n t iv e  A c t .

- 10
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4 8 8
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i l a r y  e m p l o y m e n t

( % r> 1 , 2 8 4 1 , 3 2 2 1 , 3 9 7 1 , 7 5 4
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T r a n s p o r t a t i o n ,  c o m m u n i ­
c a t i o n s  a n d  u t i l i t i e s

9 0 1 0 4 9 4 1 0 7 1 2 4

T  r a d e 1 1 3 1 3 4 1 5 2 1 5 1 2 1 9

F i n a n c e ,  i n s u r a n c e  a n d  
r e a l  e s t a t e

2 7 3 4 4 4 kk kk

S e r v i c e s 8 6 1 5 4 1 3 5 kk 1 8 0

M i s c e l l a n e o u s * k k k i.k

G o v e r n m e n t f 2 9 * T ' \ 3 9 7 4 0 3 3 8 6 4 4 5

^ S e r v i c e s  a n d  m i s c e l l a n e o u s  a g g r e g a t e d  
* * W i t h h e l d  t o  c o m p l y  w i t h  d i s c l o s u r e  r e g u l a t i o n s

E X H I B I T  I 

C O M P A R A T I V E  E M P L O Y M E N T  D A T A  
1 9 6 1 - 1 9 7 4  

K E N A I - C O O K  I N L E T  L A B O R  A R E A

1 9 6 6 1 9 6 7 1 9 6 8 1 9 6 9 1 9 7 0 1 9 7 1 1 9 7 2 1 9 7 3 1 9 7 4

3 , 8 8 3 5 , 4 1 5 6 , 4 7 5 6 , 2 6 2 5 , 5 6 0 5 , 5 0 8 5 ,  9 6 7 5 , 7 4 8 6 , 1 7 9
3 , 3 8 3 4 , 9 3 6 5 , 8 9 2 5 , 5 1 0 4 , 7 4 5 4 ,  5 9 4 5 , 0 2 2 4 , 8 3 1 5 , 3 7 5
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kk 8 2 1 CUHZD 7 3 6 3 5 4 3 9 8 4 3 3 3 4 3 4 4 1

2 5 8 2 6 0 3 3 3 4 8 2 LTI CO CO 5 2 4 5 5 3 6 2 9 7 1 6

1 4 1 3 0 6 2 6 7 2 7 3 2 9 3 2 5 4 2 8 0 2 9 6 4 0 4
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% I n c r e a s e  
1 9 6 1 - 1 9 7 0

121%
1 2 6 %

3.■69 9 %

2 7 3 %

3 2 1 %

5 2 1 %

3 2 2 %

2 2 6 %

3 4 9 %

2 9 4 %
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155%

% I n c r e a s e  
1 9 6 1 - 1 9 7 4

1 4 6 %
1 5 6 %

%1 3 7 %

3 6 7 %

4 1 9 %

3 4 9 %

6 8 0 %

222%



VALUATION

Rate of Permit Fee $5.0 Million $20.0 Million $100.0 Million $500.0 Million $1,000 Million

A. 2% up to $5 mi 1 -
1 ion 1% - 5 to 20 million $100,000

yt 7 -0
B. 3% up to $5 mi 1 -1 ion 

lh% 5 to 20 million 150,000
3/4% over 20 million

C. 3% up to 5 mi 1 -
1 ion2% 5 to 20 mil­lion 150,000

1% over 20 mill ion

$250,000

375,000

450,000

$550,000

975,000

1,250,000

$2,650,000

3,975,000

5,250,000

$5,150,000

7,725,0i ,

10,250,000

Pr.rmit Fees under CS HB219, Section 41.45.030(b) 1)
Calculated by Department of Community and Regional Affairs 04/01/77
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OIL INDUSTRY EMPLOYMENT IN SCOTLAND

TAULU5.6 C H A N G E S  IN OIL I N D U S T R Y  E M P L O Y M E N T ,  M A R C H  1973--DECEMBER 1974

Inverness and Raster Ross,* 

Remainder of Highland^ 

and Islands 

North East 

Tayside 

Last Central3 

West Central0

Total V

Mar. 73 Jun. 73 Sep. 73
W

Mar. 74 Jul. 74 Oct. 74 Decr74

1 840 11 1 795 2 040 3 205 4 175 4 375 3 520 / 4 025

50 I 65 50 85 395 930 1 365 1 565
1 410 [ 2 305 2 305 b 3 73(1 4 065 4 715 5 49/ 6 925

25 j 35 95 135 150 280 476 765
665 / 770 910 975 1 815 2 5 30 2 43) 2 0811
110 / 170 2-0 480 675 785 85S 870

4 t o y 5 140 5 650 8610 II 275 13 615 14 14(1 16 230

a. last Central is et|nivaleni to the liith of forth icgimt as dcserilied in Chapter 6. 

I). No Iresli figure was published for this quarter, therefore previous total has hocn 

carried forward.

c. 'Ilie figures lor West Central Scotland do not include workers engaged in rig 

construction work in Clyde shipyards, e.g. Marathon, Clydebank, In December 

1974 workers in (his category numbered 1935.

■*

Source: Department of Employment.

S0L.1CE: Hutcheson, MacGregor and Hogg, Alexander, Scotland and Oil, 1975



M r. K e it h  A rn o ld
A s s is t a n t  M anager
A la s k a  O i l  and Gas A s s o c ia t io n
308 G S t r e e t /  S u it e  217
Anchorage/ A la s k a  99501

D ear M r. A rn o ld :

The e n c lo se d  p ap e r d e s c r ib e s  th e  ap p ro ach  used to  d e r iv e  th e  
d i r e c t  employment e s t im a te s  f o r  A la s k a n  OCS deve lopm ent u n d e r­
ly in g  th e  f ig u r e s  c i t e d  in  th e  C o a s ta l Zone Management 
N e w s le t te r  e n c lo se d  in  yo u r l e t t e r  o f  J a n u a ry  2 1 .

We do n o t c o n s id e r  th e  f ig u r e s  quoted in  th e  N e w s le t te r  to  be 
v a l id  e s t im a te s  o f the  e xp e c te d  im p a c ts  in  A la s k a  o f  OCS 
d eve lo p m en t. Those f ig u r e s  w ere  p re p a re d  in  an a n a ly s i s  done 
in  May o f  1975 . The purpose was to  d e te rm in e  th e  rough o rd e r  
o f  m agnitude o f  OCS developm ent im p a c ts  based upon d e l ib e r a t e ly  
p e s s im is t ic  a ssu m p tio n s . I t  would th en  be p o s s ib le ,  d e s p ite  
th e  g re a t  u n c e r t a in t i e s ,  to  c r e d ib ly  s a y  t h a t  th e  l ik e l ih o o d  
o f even more s e v e re  im p acts  w ould be n e g l ig ib le .

The e s t im a t e s ,  t h e r e f o r e ,  w ere d e l ib e r a t e l y  b ia s e d  upwards a t  
s e v e ra l  s ta g e s  in  th e  a n a ly s i s  in  o rd e r  to  p roduce an "upper 
l im i t "  o r  "w o rs t  c a s e "  e s t im a t e . Some o f  th e  m a jo r so u rc e s  
o f  b ia s  a r e :

The le a s in g  s c e n a r io  used was th e  OCS p la n n in g  sc h e d u le  
w h ich  was l a t e r  p u b lis h e d  in  Ju ne  o f  1975 . I t  was 
re c o g n iz e d  a s  a v e ry  a m b it io u s  and o p t im is t i c  sc h e d u le  
fo r  A la s k a .  A c tu a l le a s in g  in  A la s k a  i s  l i k e l y  to  be 
sp read  o v e r  a s u b s t a n t ia l l y  lo n g e r  p e r io d  th an  th a t  
s c h e d u le  had a n t ic ip a t e d .  The im p a c ts  w i l l  a ls o  be 
sp read  o v e r  a lo n g e r  p e r io d , re d u c in g  th e  in f r a s t r u c t u r e  
needs tow ard  a le v e l  based on th e  "p erm anent" d i r e c t  
em ploym ent.

The deve lopm ent s c e n a r io  fo l lo w in g  each  le a s e  s a le  
assumed v e r y  r a p id  e x p lo r a t io n  and d eve lo p m en t.

I t  was assum ed th a t  a l l  d i r e c t  employment in  e v e ry  
a f f e c t e d  A la s k a n  re g io n  w i l l  be o f  p eo p le  new to  th a t  
r e g io n . T h is  i s  c l e a r l y  u n r e a l i s t i c .
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The p ap er c a lc u la t e d  a peak d i r e c t  employment o f  1 9 ,2 0 0  and a 
perm anent d i r e c t  em ployment o f  8 ,1 0 0  r e s u l t in g  from  th e  OCS 
developm ent s c e n a r io  exam in ed . In  o rd e r  to  a r r i v e  a t  a t o t a l  
p o p u la t io n  in c r e a s e  f ig u r e  and a t o t a l  i n f r a s t r u c t u r e  c o s t  
f ig u r e ,  th e  fo l lo w in g  s te p s  w ere ta k e n :

-  The peak and perm anent d i r e c t  em ployment w ere a v e ra g e d , 
g iv in g  1 3 ,6 5 0 . I t  was assumed t h a t  p u b l ic  in f r a s t r u c t u r e  
needs would be based  on t h i s  volum e o f  d i r e c t  em ploym ent.

-  I t  was assum ed t h a t  a l l  d i r e c t  employment was by p eo p le  
new to  th e  A la s k a n  a re a s  in  q u e s t io n .

-  T h is  d i r e c t  em ployment o f  new r e s id e n t s  was m u lt ip l ie d  
by a d i r e c t  to  t o t a l  employment m u l t ip l i e r  o f  2 .7 5  and 
a t o t a l  em ploym ent to  p o p u la t io n  m u l t ip l i e r  o f  2 .5 ,  
g iv in g  a t o t a l  a d d it io n a l  p o p u la t io n  o f  9 4 ,1 8 5 .

-  The t o t a l  i n f r a s t r u c t u r e  c o s t  was d e r iv e d  from  t h i s  
p o p u la t io n  f ig u r e  by u s in g  $ 7 ,2 5 0  p e r c a p i t a .

I t  i s  u n fo r tu n a te  t h a t  th e s e  f ig u r e s  a re  r e c e iv in g  a w ide  
c i r c u l a t io n  w h ich  c h a r a c t e r iz e s  them a s  OMD p r o je c t io n s  o f  
fu tu re  OCS im p a c ts  in  A la s k a . T h e ir  p u rpose  was n o t to  p r o je c t  
th e  most l i k e l y  f u t u r e ,  b u t r a t h e r  to  show t h a t ,  even  when 
u n r e a l i s t i c a l l y  p e s s im is t i c  a ssu m p tio n s  a re  used in  th e  
a n a ly s i s ,  th e  c a lc u la t e d  im p a cts  a re  m anageab le .

I  b e l ie v e  t h a t  th e  p ap er and th e  fu r t h e r  s te p s  d e s c r ib e d  above 
a re  s e l f - e x p la n a t o r y .  H ow ever, i f  you have any f u r t h e r  q u e s­
t io n s  about th e  a n a ly s i s ,  we w i l l  be g la d  to  a d d re s s  them .

Donald E .  C r a b i l l  
D eputy A s s o c ia te  D ir e c t o r  

f o r  N a tu ra l R e so u rce s

E n c lo s u re



So c io e co n o m ic  Im p acts  o f  OCS Deve-opm ent

S t a f f  P a p e rs



T h e _ fo llo w in g  package d e s c r ib e s  th e  b a se s  f o r  o u r e s t im a t e s  
o f  OCS o n sh o re  im p a c ts . A ttach m e n t 1 i s  a d e s c r ip t io n  o f .  ~ 
T h e  ‘a p p ro a c h e s '’u se d  in  "making "the  e 's t im a te s ." 'A t ta c h m e n t"2 
’Se 'Scribe 's 'o u irb w rF :''a"naTysis* to  prodUde-'arr -upper “ i ' f r n it  r’e s t 'im a te  
o f  d i r e c t  em ploym ent im p a c t . A tta ch m e n t 3 in c lu d e s  a p ap e r 
on A la s k a  im p a c ts  and A t l a n t i c  im p a c ts  d e s c r ib in g  th e  co n ­
c lu s io n s -  o f  e x i s t in g  im p act s t u d ie s  on th o se  a r e a s .  A t t a c h ­
ment 4 i s  a summary o f  c o n c lu s io n s  w h ich  can be drawn from  
N orth  Sea' ( S c o t t i s h )  e x p e r ie n c e . •

The im p act e s t im a te s  f i n a l l y  d e r iv e d  from  th e se  a n a ly s e s  —  
a re  b a s i c a l l y  th e  d i r e c t  em ploym ent f ig u r e s  o f  A tta c h m e n t 2 
blown-up_ by m u l t ip l i e r s  to  g e t t o t a l  em ployment in c lu d in g  
induced  em ployment and t o t a l  p o p u la t io n . The m u l t i p l i e r s  
w ere ta k e n  from  th e  e a r l i e r  im p a ct s t u d ie s .  _ _

The r e s u l t in g  e s t im a te s  sh o u ld  be t r e a t e d  as o rd e r- o f-m a g n i-  
tude e s t im a te s  w h ich  a re  d e l ib e r a t e l y  b ia s e d  to w ard  th e  
h ig h ’ s id e .  U n c e r t a in t ie s  ab o ut how much o i l  w i l l  be fo u n d , 
w h ere , and o v e r  w hat t im e  p e r io d  a re  v a r y  la r g e .  A d d it io n a l  
u n c e r t a in t ie s  e x i s t  ab o ut th e  re sp o n se  o f  lo c a l  econom ies 
to  th e  tem p o ra ry  i n f l u x  o f  e x p lo r a t io n  and d eve lopm ent 
w o rk e rs . •

Induced  em ployment and p o p u la t io n  in  s h o r t - te rm  boom s i t u a ­
t io n s  a re  l i k e l y  to  be l e s s  th an  th e  in d u ce d  em ploym ent and 
p o p u la t io n  w h ich  w ould e v e n t u a l ly  r e s u l t  i f  th e  boom l e v e l  
o f  a c t i v i t y  w ere  to  c o n t in u e  i n d e f i n i t e l y .  However,  th e  
m u l t ip l i e r s  used h e re  a re  th o se  u s u a l ly  c o n s id e re d  s u i t a b le  
f o r  e s t im a t in g  lo n g - te rm  e q u i l ib r iu m  r e s u l t s ,  so th e y  b ia s  . 
the  peak em ployment p e r io d  r e s u l t s  to w ard  th e  h ig h  s id e .

A no ther so u rc e  o f  u n c e r t a in t y  in  A la s k a  i s  th e  unknown 
d ecree  to  w h ich  com panies d u r in g  th e  e x p lo r a t io n  and d ev­
elopm ent p hases w i l l  p ro v id e  f a c i l i t i e s  and s e r v i c e s  f o r  
t h e i r  em ployees b ecau se  th e y  a re  about t o t a l l y  a b s e n t  in  
the  lo c a l  economy.



METHODOLOGY OF IMPACT ESTIMATIONS

-Two ap p ro ach es used

Two ap p ro ach es to  im p a c t e s t im a te s  w ere  t a k e n :

1. In  th e  p a p e rs  " A la s k a  Im p a c t s ," " A t l a n t i c  Im p a c t s ,"  and 
" C a l i f o r n i a  Im p a c t s ,"  e x i s t in g  im p a c t s t u d ie s  p e r t a in in g

■ • to  s p e c i f i c  OCS a re a s  w ere re v ie w e d  and e s t im a te s  w ere
d e r iv e d  from  them . Th ese  s t u d ie s  e s t im a te  d i r e c t  employ­
ment based  upon assumed l e v e l s  o f  p ro d u c t io n  and a p p ly  
m u l t i p l i e r  f a c t o r s  to  o b ta in  t o t a l  number o f  "new 
r e s id e n t s . "•

2 . In  th e  p a p e r " E s t im a te s  o f  OCS Em ploym ent Im p a c t s ,"  
e s t im a te d  a c re a g e s  to  be le a s e d  u n d e r th e .p la n n in g  
s c h e d u le  a lo n g  w it h  a ssu m p tio n s  ab o ut e x p lo r a t io n  and 
deve lopm ent r a t e s  and p e rc e n ta g e  o f  e x p lo r a t o r y  s u c c e s s  
w ere  c o n v e r te d  in t o  p r im a ry  em ploym ent u s in g  u n i t  
employment e s t im a t e s  fu rn is h e d  by th e  N a t io n a l Ocean 
In d u s t r ie s  A s s o c ia t io n .  P ro d u c t io n  phase  em ployment 
was d e r iv e d  u s in g  th o se  u n i t  em ploym ent e s t im a t e s  .and 
p ro d u c t io n  a ssu m p tio n s  from  th e  P r o je c t  Independence 
R e p o rt . E s t im a te s  a re  shown both  f o r  t o t a l  d i r e c t  
em ploym ent and new r e s id e n t s  d i r e c t l y  em ployed , w ith  
th e  l a t t e r  based  on G u lf  o f  M exico  e x p e r ie n c e .

M u l t ip l i e r s  to  d e r iv e  in d i r e c t  em ploym ent and t o t a l  new 
p o p u la t io n  w ere  n o t used in  t h i s  ap p ro ach  b ecau se  th e  
b ase  c o n d it io n s  d i f f e r  so s i g n i f i c a n t l y  a re a  by a re a , 
and th e  number o f  u n c e r t a in t ie s  i n  th e  p r o je c t io n s  make 
i t  a lm o s t im p o s s ib le  to  d e r iv e  a g e n e ra l m u l t ip l i e r  
th a t  w ould  be c o n s id e re d  v a l i d .

D e fe c ts  o f  each  ap p ro ach

The e s t im a te s  based  on th e  p ro d u c t io n  l e v e l  ap p ro ach  s u f f e r  
from  s e v e r a l  d e f e c t s :

-  The e x p lo r a t io n  a c t i v i t y  an d , to  a l e s s e r  e x t e n t ,  the 
developme . t  a c t i v i t y  a s s o c ia te d  w ith  a g iv e n  p ro d u c t io n  
l e v e l  a re  n o t d e te rm in a te . S in c e  th e  e x p lo r a t io n  and 
deve lopm ent p h a se s  a r c  th e  peak em ploym ent p e r io d ,  th e  
u n c e r t a in t ie s  ab o ut peak em ployment a r c  both la r g e  and 
i l l  d e f in e d .

-  Under t h i s  a p p ro a c h , tho  e x p lo r a t io n  and deve lopm ent 
em ployment ( th e  peak em ployment) i s  d e r iv e d  by 
e x t r a p o la t in g  back in  tim e  from  an assum ed p ro d u c t io n  
l e v e l  in  some g iv e n  fu tu r e  y e a r .  H ow ever, th e  tim e 
s c h e d u le  and vo lum e o f  le a s in g  a c t u a l l y  d e te rm in e  th e  
e x p lo r a t io n ,  and to  some d e g re e , th e  deve lopm ent em ploy­
ment l e v e l s  and t im in g  b ecause  o f  th e  f ix e d  tim e  p e r io d  
a f t e r  le a s e  is s u a n c e  in  w h ich  e x p lo r a t io n  m ust o c c u r  to  . 
a v o id  f o r f e i t u r e  o f  th e  t r a c t .



rT h e ' t o t a l  d i r e c t  em ployment i s  assum ed to  be th e  ap p ro - 
- d ^ p r ia t e  b a s e ~ f o r ~ c a lc u la t in g - t h e - t o t a l  p o p u la t io n -  in c re a s e -  
-- due to  OCS a c t i v i t i e s ,  even though a la r g e  p e rc e n ta g e  o f  

d i r e c t  em p lo yees ( p a r t i c u l a r l y  d u r in g  th e  p ro d u c t io n  
p h ase ) w i l l  n o t be new r e s id e n t s  o f  th e  l o c a l i t y .

The e s t im a te s  based  on th e  le a s in g  l e v e l  ap p ro ach  a ls o  s u f f e r  
from  d e f e c t s :

a - s i n c e  th e y  assume e x p lo r a t io n  and d eve lopm ent to  o c c u r  a t  
—  v e r y  r a p id  r a t e s  a f t e r  le a s in g ,  th e  peak em ploym ent e s t i ­

m ates a re  p ro b a b ly  upper l i m i t  e s t im a t e s  r a t h e r  th an  m ost
- - l i k e l y  e s t im a t e s . ......................... -

-  The d eve lo p m en t em ployment a ssu m p tio n s  a re  based  on G u lf  
o f  M exico  e x p lo r a t o r y  s u c c e s s  r a t e s  and deve lopm ent 
d r i l l i n g  r a t e s ;  t h e r e fo r e  th e  c o rre s p o n d in g  em ploym ent 
f ig u r e s  f o r  new a re a s  a re  s u b je c t  to  s u b s t a n t ia l  
u n c e r t a in t y ,  a lth o u g h  t h a t  u n c e r t a in t y  i s  n o t l i k e l y  to  
r e s u l t  in  th e  peak em ploym ent e s t im a t e  b e in g  s u b s t a n t i a l l y  
e xce e d e d .

-  The p ro d u c t io n  phase  employment i s  b ased  upon p ro d u c t io n  
l e v e l  e s t im a t e s  w h ich  a re  h ig h ly  u n c e r t a in .

-  P ro d u c t io n  p h ase  employment in c lu d e s  em ploym ent in  
p la t fo rm  o p e ra t io n s  w h ich  i s  d e r iv e d  from  a c r e s  le a s e d  
p lu s  G u lf  o f  M exico  e x p lo r a t io n  and d eve lo p m en t e x p e r ie n c e . 
T h is  p la t fo rm  o p e ra t io n  em ployment may n o t be c o n s is t e n t  
w ith  P r o je c t  Independ ence R e p o rt p ro d u c t io n  e s t im a t e s .

Comp a r i s o n o f  r e s u l t s

T o t a l  d i r e c t  em ploym ent a t  i t s  peak i s  s u b s t a n t i a l l y  la r g e r  
when e s t im a te d  by th e  le a s in g  l e v e l  ap p ro ach  th an  in  th e  
a v a i la b le  s t u d ie s  u s in g  th e  p ro d u c t io n  l e v e l  a p p ro a ch . T h is  
i s  to  be e x p e c te d  s in c e  th e  a ssu m p tio n s  in  th e  le a s in g  l e v e l  
approach w ere  s e le c t e d  t c  p roduce u p p e r - 1 im it  e s t im a t e s .  
How ever, th e  s i z e  o f  th e  d is c r e p a n c y , a f a c t o r  o f  3 to  1 3 , 
su g g e s ts  th a t  th e  p ro d u c t io n  l e v e l  ap p ro ach  s t u d ie s  do u n d e r­
e s t im a te  th e  t o t a l  d i r e c t  em ployment d u r in g  th e  e x p lo r a t io n  
p h ase .

T o ta l d i r e c t  em ploym ent d u r in g  tho  p ro d u c t io n  phase  i s  
g e n e r a l ly  s i m i l a r  in  th e  two a p p ro a c h e s , e x c e p t  in  A la s k a .
In  the c a s e  o f  A la s k a ,  tho  p la t fo rm  o p e ra t io n  em ploym ent e s t i ­
mate in  th e  le a s in g  l e v e l  approach  p ro b a b ly  i m p l i c i t l y  assum es 
s u b s t a n t i a l l y  h ig h e r  p ro d u c t io n  than  does e i t h e r  th e  P r o je c t  
Independence R e p o rt  o r  th e  im p act s tu d y  based  on th e  p ro d u c t io n  
l e v e l  a p p ro a ch .



■ E S T I M A T E S  - O F  P C S - - E M P L O Y M E N T  I M P A C T S  . — .................  .

E s t i m a t e s  w e r e  m a d e  o f  j O C S  . e m p l o y m e n t  i m p a c t s  u s i n g  t h e  f o l l o w i n g  
a s s u m p t i o n s :

. ' S a l e  I  “ * " T r a c t s  S o l d

Alaska n -7 5  _ _ ; ' r . .  1 i  _ i  . : 3 0 5 . _ ~ I
A l a s k a  4 - 7 6  . . . .  . .  8 7 ... .. .........................................................................
A l a s k a  1 2 - 7 6  ”  ] 3 0 5  '

v A l a s k a  9 - 7 7  3 0 5
A l a s k a  1 0 - 7 7  1 7 4
A l a s k a  7 - 7 8  _ .  - - 1 7 4
A l a s k a  9 - 7 8  87

P a c i f i c  C o a s t  9 - 7 5  _ 1 7 4
P a c i f i c  C o a s t  9 - 7 6  1 7 4
P a c i f i c  C o a s t  5 - 7 7  8 7  . . .
P a c i f i c  C o a s t  2 - 7 8  87

C u l f  o f  M e x i c o  2 - 7 6  .  6 9
G u l f  o f  M e x i c o  2 - 7 7  2 6 0

N o r t h  A t l a n t i c  8 - 7 6  2 6 0
N o r t h  A t l a n t i c  1 2 - 7 7  2 6 0

M i d d l e  A t l a n t i c  5 - 7 6  3 0 5
M i d d l e  A t l a n t i c  7 - 7 7  * 3 0 5

S o u t h  A t l a n t i c  1 0 - 7 6  2 6 0
S o u t h  A t l a n t i c  5 - 7 8  2 6 0

I t  w a s  a s s u m e d  t h a t  h e s c  t r a c t s  w e r e  e x p l o r e d  a n d  d e v e l o p e d  i n  t h e  
f o l l o w i n g  p e r c e n t a g e s  b a s e d  o n  G u l f  o f  M e x i c o  h i s t o r i c a l  i n f o r m a t i o n :

A l a s k a  A l l  o t h e r  a r e a s

—  ... A t t a c h m e n t  No. _..2. .

l l n d r i l l e d  a n d  r e l i n q u i s h e d  i n  p r i m a r y  2 5  _ 25
t e r m

U n d r i l l e d  b u t  e x t e n d e d  b y  u n i t i z a t i o n  2 5  1 0

D r i l l e d  a n d  p r o d u c t i v e  2 5  3 2 . 5

D r i l l e d  a n d  u n p r o d u c t i v e  2 5  3 2 . 5

A l l  e x p l o r a t o r y  d r i l l i n g  d o n e . i n  1 s t  t h r o u g h  5 t h  y e a r s  f o l l o w i n g
s a l e ,  y e a r  a t  r a t e  o f  2 . w e l l s / t r a c t  d r i l l e d

M o b i l e  r i g  f i e l d  d e f i n i t i o n  d r i l l i n g  d o n e  i n  2 n d  t h r o u g h  6 t h  y e a r s ,  
a f t e r  s a l e  a t  5 w e l l s  p e r  t r a c t  w i t h  d i s c o v e r y v
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-1 p l a t f o r m  i n s t a l l e d - p e r  p r o d u c t i . v e  t r a c t s . P l a t f o r m . , d r i l l i n g  d o n a ,  
i n  4 t h  t h r o u g h  8 t h  y e a r s  a f t e r  s a l e

F o r  e a c h  o f  t h e  t h r e e  A t l a n t i c  a r e a s  i n  t u r n  i t  w a s  a s s u m e d  t h a t  
t h e  f o l l o w i n g  p r o d u c t i o n  r e s u l t e d :

Y e a r

1 9 7 8

1 9 7 9
1 9 8 0
1 9 8 1
1 9 8 2
1 9 8 3
1 9 8 4
1 9 8 5

M i l l i o n s  o f  b a r r e l s  
 a n n u a l l y __________

17 
■ 34  
5 1  
7 9  

1 0 7  
1 3 5  
1 6 3  
1 9 0

T h i s  l e v e l  c o r r e s p o n d s  t o  t h e  P r o j e c t  I n d e p e n d e n c e  R e p o r t  l e v e l  f o r  t h e  
e n t i r e  A t l a n t i c  O C S .  I t  w a s  a l l o c a t e d  i n  t u r n  t o  e a c h  o f  t h e  a r e a s  i n  
o r d e r  t o  p r o v i d e  a n  u p p e r  l i m i t  e s t i m a t e  o f  d i r e c t  e m p l o y m e n t ,  g i v e n  t h e  
v e r y  g r e a t  u n c e r t a i n t y  a b o u t  w h a t  r e s e r v e s  m i g h t  b e  d i s c o v e r e d  a n d  
d e v e l o p e d  i n  e a c h  a r e a  b y  1 9 8 5 .

T h e  a s s u m e d  p r o d u c t i o n  f o r  o t h e r  O C S  a r e a s  a b o v e  1 9 7 6  p r o d u c t i o n  l e v e l s :

O i l ,  m i l l i o n s  o f  b a r r e l s  a n n u a l l y  

G u l f  o f
• Y e a r M e x i c o A l a s k a P a c i f i c

1 9 7 7 19 0 9
1 9 7 8 5 6 0 4 9
1 9 7 9 9 4 0 9 0
1 9 8 0 1 3 2 0 1 3 0
1 9 8 1 1 7 4 3 2 1 7 9
1 9 8 2 2 1 6 64 * 2 3 2

1 9 8 3 2 5 8 9 6 2 8 3
1 9 8 4 3 0 0 1 2 8 3 3 4

1 9 8 5 3 4 3 1 6 1 3 8 5

T a b l e  1 g i v e s  t h e e s t i m a t e d  t o t a l  e m p l o y m e n t  p e r  u n i t o f  O C S  a c t i v i t y
a n d  t h e  n u m b e r  o f e m p l o y e e s  w h i c h a r e  b o t h  n e w  t o  t h e a r e a  a n d  a r e
r e s i d i n g  l o c a l l y .



t ' J

u i i  u v i i 1 » 6  -  O i  • U o . ' i - m d  j

T a b l e  1

F a c i l i t y

■ E x p l o r a t o r y  r i g  
D e v e l o p m e n t  r i g
P l a t f o r m . p r o d u c t i o n  o p e r a t i o n s  I f  
O n s h o r e  o p e r a t i o n s  b a s e  2 /
O n s h o r e  o f f i c e  I f  
G a s  p r o c e s s i n g  p l a n t  3 /
P i p e l i n e  s h o r e  t e r m i n a l  2 /
S e r v i c e  s u p p o r t  4 /

1 /  P e r  p l a t f o r m .
2 /  P e r  2 0 0  K. B O P D .
3 /  P e r  3 0 0  K  M C F D .
f± f  P e r  10  t o  2 0  r i g s  s e r v e d .

. T o t a l  
E m p l o y m e n t

J L 1 3
6 5
1 6

1 3 6
4 2
21
17

1 4 3

N e w  R e s i d e n t  
E m p l o y e d

45
37
1

2 5
2 6
• 8

4
• 5 3

T a b l e  2 s h o w s  t h e  m a x i m u m  t o t a l  e m p l o y m e n t  c a l c u l a t e d  i n  t u r n  f o r  e a c h  
A t l a n t i c  O C S  a r e a  u s i n g  t h e  a b o v e  a s s u m p t i o n s .  T a b l e  3 s h o w s  t h e  
s i m i l a r  e s t i m a t e s  - f o r  n e w  r e s i d e n t s  e m p l o y e d  i n  O C S  a c t i v i t i e s . -  
T a b l e s  4 a n d  5 s h o w  s i m i l a r  i n f o r m a t i o n  f o r  t h e  o t h e r  O C S  a r e a s .

T a b l e  2 
T o t a l  e m p l o y m e n t

N o r t h M i d d l e S o u t h
A t l a n t i c A t l a n t i c A t l a n t i c

1 9 7 7 1 , 2 0 0 1 , 4 0 0 1 , 2 0 0
1 9 7 8 • 2 , 5 0 0 2 , 9 0 0 1 , 3 0 0  •
1 9 7 9 4 , 0 0 0 4 , 7 0 0 4 , 0 0 0
1 9 8 0 6 , 8 0 0 7 , 9 0 0 5 , 3 0 0
1 9 8 1 8 , 4 0 0 9 , 8 0 0 7 , 2 0 0
1 9 8 2 7 , 8 0 0 9 , 0 0 0 7 , 6 0 0
1 9 8 3 7 , 3 0 0 8 , 2 0 0 8 , 3 0 0
1 9 8 4 6 , 5 0 0 7 , 2 0 0 6 , 2 0 0
1 9 8 5 4 , 4 0 0 4 , 6 0 0 5 , 6 0 0
1 9 8 6 3 , 4 0 0 3 , 4 0 0 4 , 4 0 0
1 9 8 7 3 , 4 0 0 3 , 4 0 0 3 , 4 0 0
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N e w  r e s i d e n t s  e m p l o y e d

• - • N o r t h ’ ’ ' M i d d l e S o u t h
A t l a n t i c A t l a n t i c A t l a n t i c

1 9 7 7 5 0 0 ---- 6 0 0 5 0 0
1 9 7 8 1 , 0 0 0 1 , 2 0 0 5 0 0
1 9 7 9 1 , 6 0 0 1 , 9 0 0 1 , 6 0 0
1 9 8 0 2 , 9 0 0 3 , 4 0 0 2 , 3 0 0
1 9 8 1 - 3 , 7 0 0 4 , 3 0 0 3 , 0 0 0
1 9 8 2 3 , 2 0 0 3 , 8 0 0 3 , 2 0 0
1 9 8 3 2 , 8 0 0 3 , 3 0 0 3 , 3 0 0  T  '
1 9 8 4 2 , 3 0 0 2 , 6 0 0 2 , 3 0 0  r .
1 9 8 5 1 , 1 0 0 1 , 2 0 0 1 , 6 0 0
1 9 8 6 4 0 0 4 0 0 1 , 1 0 0
1 9 8 7 4 0 0 4 0 0 4 0 0

T a b l e  4
T o t a l  e m p l o y m e n t •

G u l f  o f W a s h i n g t o n ,  O r e g o n ,
M e x i c o a n d  C a l i f o r n i a A l a s k a

1 9 7 7 5 0 0 2 , 1 0 0 1 , 3 0 0
1 9 7 8 3 , 1 0 0 3 , 2 0 0 4 , 3 0 0
1 9 7 9 5 , 4 0 0 4 , 7 0 0 7 , 4 0 0
1 9 8 0 6 , 0 0 0 6 . 0 0 0 1 6 , 1 0 0
1 9 8 1 8 , 3 0 0 6 , 2 0 0 1 9 , 8 0 0
1 9 8 2 8 , 5 0 0 5 , 6 0 0 1 5 , 5 0 0
1 9 8 3 6 , 8 0 0 5 , 1 0 0 1 9 , 2 0 0
1 9 8 4 5 , 1 0 0 4 , 5 0 0 1 3 , 8 0 0
1 9 8 5 5 , 3 0 0 3 , 8 0 0 1 0 , 7 0 0
1 9 8 6 3 , 8 0 0 3 , 7 0 0 9 , 3 0 0
1 9 8 7 3 , 8 0 0 3 , 4 0 0 8 , 1 0 0
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----- -------  ------- • T a b l e  5
N e w  r e s i d e n t s  e m p l o y e d

— — • --------

G u l f  o f  
M e x i c o

W a s h i n g t o n ,  O r e g o n ,  
a n d  C a l i f o r n i a A l a s k a

- " 1 9 7 7 2 0 0 8 0 0 5 0 0
’ 1 9 7 8 1 , 2 0 0 1 , 3 0 0 1 , 7 0 0
- - - 1 9 7 9 • -- 2 , 1 0 0 2 , 0 0 0 3 , 0 0 0
- 1 9 8 0 2 , 5 0 0 2 , 5 0 0  • 6 , 7 0 0

- 1 9 8 1 ■ 3 , 6 0 0 2 , 6 0 0 8 , 3 0 0
- 1 9 8 2 • 3 , 5 0 0 - - 2 , 2 0 0 6 , 6 0 0

. 1 9 8 3 2 , 6 0 0 1 , 9 0 0 8 , 6 0 0
‘-- 1 9 8 4 _  1 , 7 0 0 1 , 7 0 0 5 , 0 0 0

1 9 8 5 1 , 6 0 0 9 C 0 3 , 1 0 0

1 9 8 6 5 0 0 7 0 0 2 , 1 0 0

- 1 9 8 7 5 0 0 5 0 0 . 1 , 1 0 0

N o  e s t i m a t e  w a s  i n c l u d e d  a b o v e  f o r  r e f i n e r y  e m p l o y m e n t  b e c a u s e  t o t a l  
r e f i n e r } '  c a p a c i t y  n e e d e d  i s  d e p e n d e n t  o n  d o m e s t i c  c o n s u m p t i o n  l e v e l s  
r a t h e r  t h a n  u p o n  t h e  a v a i l a b i l i t y  o f  d o m e s t i c  c r u d e  o i l .  R e f i n e r y  
c a p a c i t y  w i l l  b e  b u i l t ;  i t  w i l l  p r o c e s s  O C S  c r u d e  i f  i t  i s  a v a i l a b l e  a n d  
f o r e i g n  c r u d e  i f  O C S  c r u d e  i s  n o t  a v a i l a b l e .  T a b l e  G s h o w s  t h e  d i r e c t  
e m p l o y m e n t  f o r  p r o c e s s i n g  t h e  e s t i m a t e d  O C S  p r o d u c t i o n .

T a b l e  6

R e f i n i n g  i n c r e m e n t a l  O C S  p r o d u c t i o n  1 9 8 5  
( A b o v e  1 9 7 0  b a s e )

A n n u a l  c r u d e  o i l  A l l
A r e a  c o n s u m e d  ( M  b b l s . )  e m p l o y e e s

G u l f  o f  M e x i c o  • . . 3 4 3  • 8 , 1 0 0  - *
• ’ A l a s k a  1 6 1  3 , 8 0 0

P a c i f i c  • 385  9 , 1 0 0
A t l a n t i c  1 9 0  4 , 5 0 0

1 , 0 7 9  2 5 , 5 0 0

E x i s t i n g  r e f i n e r y  c a p a c i t y  u s e d  f o r  p r o c e s s i n g  f o r e i g n  c r u d e  a l r e a d y  ( a s  
o f  J u n e  1 9 7 4 )  e q u a l s  o r  e x c e e d s  t h e  e s t i m a t e d  i n c r e m e n t a l  O C S  p r o d u c t i o n  
i n  t h e  E a s t e r n  r e g i o n  f o r  A t l a n t i c  p r o d u c t i o n  a n d  i n  t h e  S o u t h  f o r  G u l f  
o f  M e x i c o  p r o d u c t i o n .  T h e  P a c i f i c  C o a s t  a n d  A l a s k a n  O C S  c r u d e  p r o d u c t i o n  
e s t i m a t e  f o r  1 9 8 5  i s  s u b s t a n t i a l l y  g r e a t e r  t h a n  t h e  p r e s e n t  c a p a c i t y - i n  
t h e  W e s t  w h i c h  i s  p r o c e s s i n g  f o r e i g n  c r u d e .  T h i s  m a y  m e a n  t h a t  c r u d e  
f r o m  t h e  P a c i f i c  a n d  A l a s k a n  O C R  w o u l d  b e  p r o c e s s e d  i n  n e w  r e f i n e r y



c a p a c i t y  i n  t h e ' W e s t  w h i c h  i n  t h e ’ a b " s e r i c e ~ o f  O C S ' c r u d e  w o u l d  b e  l o c a t e d  
e l s e w h e r e  i n  t h e  c o u n t r y  a n d  u t i l i z e  . f o r e i g n  c r u d e .  A l t e r n a t i v e l y  
w e s t e r n  O C S  c r u d e  i n  e x c e s s  o f  t h e  r e g i o n ' s  n e e d s  m i g h t  b e  t r a n s p o r t e d  
to o t h e r  r e g i o n s  i n  u n r e f i n e d  f o ? : m .  I n  a n y  e v e n t ,  A l a s k a n  O C S  c r u d e  i s  
not l i k e l y  t o  b e  r e f i n e d  i n  A l a s k a .  T a b l e  7 s h o w s  t h e s e  c o m p a r i s o n s .

T a b l e  7

R e f i n e r y  r e g i o n  
 ( O C S  a r e a )

I n c r e m e n t a l  
O C S  p r o d u c t i o n  
e s t i m a t e ,  1 9 8 5  
( K  b b l s . / d a y )

U s i n g  
f o r e i g n  

c r u d e  
6-7 A

R e f i n e r y  c a p a c i t y  
( K  b b l s . / d a y ) ____

T o t a l
6-74

T o t a l
3 - 7 5

A n n u a l  r a t e  
o f  ( % )  
c h a n g e

S o u t h  ( G u l f  o f  M e x i c o )  
W e s t  ( P a c i f i c  & A l a s k a )  
E a s t  ( A t l a n t i c )

9 4 0
1 , 4 9 6

5 2 1

9 4 2
8 9 4

1 , 3 2 5

5 , ? 7 5 6 , 2 2 3
1 , 9 9 6  2 , 3 0 3
1 , 5 1 9  1 , 7 6 0

2 4 . 7  
21.0
2 1 . 7

I n c r e a s e d  r e f i n e r y  c a p a c i t y  w i l l  p r o b a b l y  b e  a c h i e v e d  l a r g e l y  b y  a d d i n g  
c a p a c i t y  t o  e x i s t i n g  r e f i n e r i e s  r a t h e r  t h a n  b u i l d i n g  n e w  r e f i n e r i e s  f r o m  
t h e  g r a s s  r o o t s  u p .  E x i s t i n g  c a p a c i t y  i n c r e a s e d  v e r y  s u b s t a n t i a l l y  
b e t w e e n  6 - 7 4  a n d  3 - 7 5  w i t h o u t  a n y  s i g n i f i c a n t  a d d i t i o n s  o f  g r a s s  r o o t s  
c a p a c i t y .  T h i s  w i l l  m i n i m i z e  f i s c a l  i m p a c t s  s i n c e  e x i s t i n g  r e f i n e r i e s  
a r e  l a r g e l y  i n  o r  v e r y  n e a r  u r b a n i z e d  a r e a s  s o  t h a t  r e f i n e r y  e m p l o y e e s  
a n d  t h e i r  h o u s e h o l d s  a r e  a  n e g l i g i b l e  p a r t  o f  t h e  l o c a l  p o p u l a t i o n .

C o n s t r u c t i o n  e m p l o y m e n t :  e s t i m a t e s  h a v e  n o t  b e e n  i n c l u d e d  f o r  t h e  f o l l o w i n g  
r e a s o n s :

-  M o b i l e  r i g s  w i l l  p r o b a b l y  c o n t i n u e  t o  b e  b u i l t  i n  s h i p y a r d s  n o w  i n  
t h a t  b u s i n e s s .  A n y  a d d i t i o n s  t o  c a p a c i t y  a r e  l i k e l y  t o  b e  w h e r e  
t h e r e  a r e  a l r e a d y  h a r b o r  a n d  s h i p y a r d  f a c i l i t i e s .  S u c h  a r e a s  a r c  
u s u a l l y  a l r e a d y  u r b a n i z e d .

-  P l a t f o r m  c o n s t r u c t i o n  i s  a l s o  l i k e l y  t o  h e  l o c a t e d  w h e r e  t h e r e  a r e  
m a j o r  h a r b o r  a n d  s h i p y a r d  f a c i l i t i e s .  ( O n e  p o s s i b l e  r u r a l  s i t e  h a s  
b e e n  i d e n t i f i e d  a c r o s s  t h e .  m o u t h  o f  C h e s a p e a k e  B a y  f r o m  N o r f o l k . )  
S o m e  o f  t h e s e  a r e a s ,  s u c h  a s  B o s t o n ,  a l r e a d y  h a v e  s i g n i f i c a n t  
p r o b l e m s  o f  u n e m p l o y m e n t  a n d  e x c e s s  f a c i l i t i e s  t h a t  a r e  n o t  m e r e l y  
s h o r t  t e r m  c o n s e q u e n c e s  o f  c u r r e n t  e c o n o m i c  c o n d i t i o n s .

C o n c l u s i o n

T h e  e m p l o y m e n t  f i g u r e s  s u m m a r i z e d  i n  T a b l e  8 b e l o w  a r c  p r o b a b l y  t h e  
m a x i m u m  o r  u p p e r  l i m i t  d i r e c t  e m p l o y m e n t  i m p a c t s  t h a t  w i l l  r e s u l t  f r o m  
O C S  e x p l o r a t i o n  a n d  d e v e l o p m e n t .  T h e y  a s s u m e ,  v e r y  r a p i d  e x p l o r a t i o n  
a n d  d e v e l o p m e n t .  U s i n g  t o t a l  d i r e c t  e m p l o y m e n t  f i g u r e s  a s  a  m e a s u r e  o f  
f i s c a l  i m p a c t  o n  c o a s t a l  j u r i s d i c t i o n s  i m p l i c i t l y  a s s u m e s  t h a t  a l l  d i r e c t ,  
e m p l o y e e s  a r e  n e w  r e s i d e n t s .  T h e  f i g u r e s  i n  T a b i c  9 s u m m a r i z e s  e s t i m a t e s  
o f  n e w  r e s i d e n t s  r e s u l t i n g  f r o m  O C S  e x p l o r a t i o n  a n d  d e v e l o p m e n t .  T h e y



a r e  l a r g e l y  b a s e d  o n  L o u i s i a n a  e x p e r i e n c e  b u t  t h e r e  i s  n o  r e a s o n  t o  
s u p p o s e  t h a t  e x p e r i e n c e ' e l s e w h e r e ^ w i l l  b e  d r a s t i c a l l y  d i f f e r e n t  e x c e p t  i n  
A l a s k a .  . I n  A l a s k a  t h e  r e m o t e n e s s  o f  t h e  a r e a s  o f  e x p l o r a t i o n  a n d  
p o t e n t i a l  d e v e l o p m e n t  f r o m  a l l  b u t  t h e  s m a l l e s t  o f  v i l l a g e s  w i l l  
p r o b a b l y  m e a n  t h a t  p r a c t i c a l l y  a l l  e m p l o y e e s  i n  t h e  e x p l o r a t i o n  a n d  
d e v e l o p m e n t  p h a s e s  p r o b a b l y  w i l l  b e  b r o u g h t - i n  f r o m  o u t s i d e  b y  t h e  o i l  
c o m p a n i e s  a n d  w i l l  b e  h o u s e d ,  b o t h  o n  a n d  o f f  d u t y ,  i n  s u b s t a n t i a l l y  
s e l f - c o n t a i n e d  c o m p a n y  f a c i l i t i e s .  F o r  t h i s  r e a s o n  i m p a c t s  o n  l o c a l  
g o v e r n m e n t s  d u r i n g  t h e  p e a k  e x p l o r a t i o n  a n d  d e v e l o p m e n t  p e r i o d  a r e  
l i k e l y  t o  b e  J e s s  t h a n  t h e  f i g u r e s  o n  n e w  r e s i d e n t s  w o u l d  i n d i c a t e .

T a b l e  8

M a x i m u m  t o t a l  e m p l o y m e n t  f r o m  
i n c r e m e n t a l  O C S  a c t i v i t i e s

A r e a

N o r t h  A t l a n t i c  
M i d d l e  A t l a n t i c  
S o u t h  A t l a n t i c  
G u l f  o f  M e x i c o  
P a c i f i c  C o a s t  
A l a s k a

l e a k  d e v e l o p m e n t  
 p e r i o d ________

8 , 4 0 0
9 , 8 0 0
8 , 3 0 0

8 , 5 0 0
6,200

1 9 , 8 0 0

T a b l e  9

P r o d u c t i o n
p e r i o d

3 . 4 0 0  I j
3 . 4 0 0  1 /
3 . 4 0 0  1 /  
3 , 8 0 0  ”  
. 3 , 4 0 0  
8,100

E s t i m a t e d  n e w  r e s i d e n t s  e m p l o y e d  i n  
i n c r e m e n t a l .  O C S  a c t i v i t i e s

A r e a

N o r t h  A t l a n t i c  
M i d d l e  A t l a n t i c  
S o u t h  A t l a n t i c  
G u l f  o f  M e x i c o  
P a c i f i c  C o a s t  
A l a s k a

P e a k  d e v e l o p m e n t  
 p e r i o d ________

3 , 7 0 0

4 . 3 0 0
3 . 3 0 0
3 . 6 0 0

2 . 6 0 0  
8 , 6 0 0  2 /

P r o d u c t i o n
p e r i o d

4 0 0  1 /  
4 0 0  1 /  

-7-400 1/ 
5 0 0  
5 0 0  

1,100 2/

1 /  T h i s  f i g u r e  i s  t h o  t o t a l  f o r  t h e  A t l a n t i c - r e g i o n  a s  a  w h o l e  b u t  i s  s h o w n  
a g a i n s t  e a c h  s u b - r e g i o n  ( a s  a n  u p p o r - l i m i t  e s t i m a t e  f o r  t h e  s u b - r e g i o n )  
i n  t h e  a b s e n c e  o f  i n  a l l o c a t i o n  o f  t h e  P r o j e c t  I n d e p e n d e n c e  r e p o r t  
p r o d u c t i o n  e s t i m a t e  a m o n g  s u b - r e g i o n s .

2 /  T h e s e  a r e  t h e  c a l c u l a t e d  f i g u r e s  f o r  A l a s k a  u s i n g  G u l f  o f  M e x i c o
e x p e r i e n c e .  T h e y  a r e  c o n s i d e r e d  u n r e a l i s t i c a l l y  s m a l l  f o r  t h e  r e a s o n s -  
d e s c r i b e d  i n  t h e  t e x t  a b o v e .



A t l a n t i c  C o a s t a l  S t a t e  P o p u la t io n  P r o je c t io n s  1 /
(Thousands)

1975 1985

M aine 1 ,0 0 5 1 ,0 8 1
New H am psh ire 765 861
M a ss a c h u se tts 5 ,6 6 4 6 ,2 1 9
Rhode I s la n d 931 989
C o n n e c t ic u t 3 ,2 5 4 3 ,7 1 3

New Y o rk 1 9 ,776 2 1 ,6 8 8
New J e r s e y 7 ,8 0 5 8 ,8 9 3
D e law are 589 685
M ary lan d 4 ,1 5 5 4 ,8 0 1
V i r g in i a 5 ,0 2 7 5 ,6 4 0
N orth  C a r o l in a 5 ,3 9 4 5 ,9 0 2
South  C a r o l in a 2 ,7 6 5 3 ,0 3 5
G e o rg ia 4 ,9 3 3 5 ,4 7 7
F lo r id a 7 ,2 7 5 9 ,0 1 2

6 9 ,3 3 8  7 7 ,9 9 6

1 /  I ID  S e r ie s

1975 to  1985 growth i s  8 ,6 5 8 ,0 0 0  p e rso n s

New in f r a s t r u c t u r e  c a p i t a l  a t  $ 5 ,0 0 0  p e r 
p e rso n  i s  $ 4 3 .2 9 B

OCS r e la t e d  in f r a s t r u c t u r e  a t  $100 to  $250M 
i s  1/4 to  1/2  p e rc e n t  o f  t o t a l  re q u ire m e n ts
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Alaska Impacts

Reports from and d is c u s s io n s  w ith  Mathematical Sciences
Northwest have brought out the fo l lo w in g  p o in ts  about impacts 
i n  the Gulf  o f  A lask a.  y
0 1970 p o p u la t io n s  o f  the most l i k e l y  towns f o r  develop­

ment were:

Cordova
Kodiak
Seward
W h i t t i e r
Y a k u ta t

1,164
3,798
1,587

130
190 (A T l i n g i t  V i l la g e )

The t o t a l  1970 p o p u la t io n  o f  the f i v e  census d i v i s i o n s  
encompassing these towns was 18,857 which includ es 
3052 (16%) m i l i t a r y .

At a p ro d uctio n  le v e l  o f  700,000 BPD by 1985, OCS 
primary employment is .exp ected  to peak in  1980 a t  
1500 and drop to  900 in  1985. OCS secondary employment 
w i l l  a ls o  peak in 1980 a t  2800 and drop to  1600 in  1985.

T o t a l  OCS-induced p o p u la t io n  w i l l  peak in  1980 a t  
8400 and drop to 5100 in 1985.

With petrochemical and LNG development in  a d d i t i o n ,  
the p o p u la t io n  would peak in  1981 a t  12,700 and drop 
to  6500 in  1985.

Most o f  the p la t fo r m  c o n s t r u c t io n  and f a b r i c a t i o n  
w i l l  take place o u ts id e  o f  Alaska in  Japan, C a l i f o r n i a ,  
or the Northwest.

O n -s i te  f a c i l i t i e s  c o n s t r u c t io n  w i l l  be l i m i t e d  to 
the summer season (May S e p t ) .

V i r t u a l l y  a l l  increased employment represents  e i t h e r  
an i n t e r - s t a t e  or in t e r - r e g i o n  populat ion  s h i f t .

With the exception o f  Kodiak, these areas are 100% 
r u r a l  and g e n e ra l ly  have higher than S t a t e  average 
incidences o f  Alaskan n a t iv e  p o p u la t io n ,  percent 
o f  f a m i l i e s  w i th  incomes under poverty l e v e l ,  unemployment 
and substandard housing.

There are s u b s t a n t i a l  needs f o r  roads, water and sewage 
t r e a tm e n t ,  and a i r p o r t  and seaport improvements i f  the 
OCS i s  developed.



2
Although the c a p i t a l  c o s t  o f  the p u b l ic  i n f r a s t r u c t u r e  
needed in  the G u lf  o f  Alaska because o f  OCS development 
has not y e t  been d e ta i l e d ,  the est im ated t o t a l  c o s t  
should- -be -Less.-than.. JjtxOM (about $6250 per c a p i ta )  
w itho ut  LNG and petrochemical development and le s s  
than $80M w i t h  them.

A d d it io n a l  annual l o c a l  operating exp e nd itures ,  e x c lu s iv e  
o f  Federal c o n t r i b u t i o n ,  would be about $4M ($500 
per c a p i ta )  a t  the  p o p u la t io n  peak w i th o u t  LNG and 
petrochemical development and $6M w i t h  them.

On shore c a p i t a l  investment in  the G u l f  by the o i l  
companies i s  es t im ate d  to  run $80-100M w i t h o u t  LNG 
and petrochemical development. Annual property  taxes 
f o r  on-shore o i l  f a c i l i t i e s  would be about $2M w i t h ­
out LNG and petrochem ical  development and $14M w i th  
them.

" I f  the Federal Government c o l le c te d  12.5% r o y a l t y  on 
a $1 0 . 0 0 /bbl wellhead price  and shared t h i s  revenue 
w ith  the S t a t e  o f  A lask a,  revenue which in  ^ n  would 
be expended in  the S t a t e ,  the r e s u l t i n g  economic 
impacts would be g re ate r  than the t o t a l  d i r e c t  and 
in d i r e c t  wage e f f e c t . "  (A 25% S t a t e  share o f  Federal 
r o y a l t i e s  on p ro jected  Alaskan production  in  1985 would 
be $67M, while  t o t a l  wages would only  be$45M.)
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Alaskan OCS Employment 6 P o p u la t io n  Impacts* 
G u l f^ o f  Alaska OCS only

I *. 'M

1976 1977 1978 1979 1980 1981' 1982 1983 1984/ <1985

622 936 1,250 1,436 1,440 1,191 940 951 ' • : J586
c >t i Mi 
i • <

541 1,157 1,741 2,325 2,764 2,678 2,215 1,748 1 , 7 6 9 ’ l ’;)548
• i •

I > I !
• ! 1 
i 832 1,779 2,677 3,575 4,250 4,118 3,406 2 , 6 8 8 ’ 2 ,7 2 0 ;  2 ’ 534

Primary Employment : 291

Induced Employment 

T o t a l  Employment

Primary P o p u la t io n  . ' 5 2 9  1,167 1,866 2,362 2,805 2,745 2,286 1,828 1 ,8 7 5 !  X; ;7 8 6
* 1 ’

! 1 I ‘ /Ji « . * : »•
Induced P o p u la t io n  .1,104 2,360 3,552 4,743 5,639 5 ,463 4,519 3,566 3,609 3 1362

I t •
* r

1 ' > : ‘
T o t a l  P o p u la t io n  3-,633 3 ,52.7 5,418 .7,105 8 ,444 8,208 6 ,8 0 5 !  5,394 5,484 $ ; i 4 8

' j

i . ;.
.1 I

* Mathematical Sciences Northwest P re l im in a ry  d r a f t  o f  MA S o c i a l  6 Economic Impact:; '/ 
Study o f  O i l  Related A c t i v i t i e s  in  the G ulf  o f  A laska (A p r i l  4, 1975).  P r o p r ie ta r y  
in fo r m a t io n ,  Gulf, o f  Alaska Operators Committee.

I » I '
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Assumes 700,000 BPD by 1985.
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Alaskan Employment 5 P op ula t io n  Impacts 
■of Petrochemical and LNG Development * i *

rtf*!

Primary Employment

Induced Employment

T o t a l  Employment

Primary P o p u la t io n

Induced P o p u la t io n

T o t a l  P o p u la t io n

T o t a l  p o p u la t io n ,  
OCS p lu s  p e tr o ­
chemical (j LNG

1976 1977 1973 1979 1930 1981 1982 '■1983 1984

550 800 550 ; 235
« • i

* • * • I■
1,023 1,483 1,023 . '437

• i
1 ,573 2,288 1,573 ,672

• t.

994 1,446 994 479

' I1 • I
2,087 3,036 2,087 891

i

3,081 4,482 3,081 1,370

235 

437 

6 7  ̂

479 

891
i
i
i

1,370!

Irr M ' •
m '1985<n £-----

i
“1 iv
O i 
ft
-I >•.

235

a ..437

'3 «.

3 d 6 72
i- i 

a  i • t 
'1 :
•;! ;-.479

! 891
r» n •

X 5 7 0
O f •
•It fl­
it :: •
i j  i/ i
"| ,! I 
(•> I
f t  f  I •0

11,525 12 ,690 9,886 6,764 6,854! ! '6 ., 518

* Mathematical Sciences N o r th w e s t . ( 4 - 4 - 7 5 ) ( f or G ulf  o f  Alaska OCS only)
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C a l i f o r n i a  Impacts

Los Angeles County*s^study; o f  DCS impacts p a n .  31, 1975) 
made the fo l lo w i n g  s ta te m e n ts . -w h ic h  c o n s i s t e n t  •* - - -  -
w i th  the recent  s tu d ie s  by Rand ( f o r  the S t a t e  o f  C a l i ­
fo r n ia )  and Western O i l  and Gas A s s o c i a t i o n  (WOGA).

° OCS e x p lo r a t io n  and development o f  a 4 b i l l i o n  b a r r e l  
f in d  may c re a te  5000 new primary jobs  and p o s s ib ly  

. - '1 5 ,0 0 0  secondary jobs (3/5 o f  1 % o f  the  3.1M jobs in  
L .A.  C ou n ty) . •'

0 "Secondary im p a c ts . . .would in volve  no larg e  s c a le  
changes in  e i t h e r  the a r e a ’ s p o p u la t io n ,  or i t s  
labor f o r c e . "  • -  * -

® S i g n i f i c a n t  impacts ( in c lud in g  excess demand f o r  .......
c o n s t r u c t io n  labor and m a te r ia ls  and consequent p r ic e  
r i s e s )  might occur i f  p la t fo rm s  and equipment are 

. c o n s t r u c t e d  l o c a l l y .  Current evidence su g g e sts ,  
however, t h a t  the G u lf  o f  Mexico and the San F r a n c is c o  
Bay are • more l i k e l y  s i t e s .

6 On-shor. impacts from storage and process ing  w i l l
be t ie d  to  l e v e ls  o f  demand-rather than to  OCS p ro d u c t io n .  
(Present r e f i n i n g  and storage c a p a c i ty  arc s u f f i c i e n t  
and no new r e f i n e r i e s  are p r o je c te d ) .

° Overall  impacts on l o c a l  government o p e r a t io n  i s  no t  
expected to  be s i g n i f i c a n t ,  except in  the case o f  

• an o i l  s p i l l .  . . .

0 S i g n i f i c a n t  adverse e f f e c t s  on l o c a l  in d u s tr y  and
employment could occur i f  adequate a l t e r n a t i v e  s u p p l ie s  
o f  o i l  and gas are not found to  replace  the p o te n t i a l , "  
but untapped OCS sources.

The Hand and WOGA s tu d i e s  a lso  p o in t  o u t  t h a t  the in cre a se  
o f  5000 new jobs would p a r t i a l l y  o f f s e t  Southern C a l i f o r n i a ' s  
declin ing  employment in  on-shore o i l  p ro d u c t io n  so t h a t  
the a c tu a l  net. gain in  primary employment w i l l  be le ss  
than 1 0 0 0 .

According to  the Chief  Engineers o f  the  Los Angeles and 
Long Beach Harbors': . .! .   '

0 Long Beach p o rt  improvements n e c e s s i ta te d  by OCS 
could ho handled on a " r o u t in e  b a s i s , "  f inanced out 
o f  cu rre n t  cash f lo w ;

• I •

0 Los Angeles p ort  improvements would - involve  an es t im ate d  
$20-25M fo r  channel deepening f inanced through bonding w i th  
a charge back to the o i l  companies. (The Federal Government 
i s 'a l r e a d y  involved in  a p r o je c t  w i t h  the p o r t  o f  L .A .  to  
deepen some c h a n n e ls ) .
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According t o f the C a l i f p r n i a ^ S t a t e  Energy Commission,
"on-shore or socio-economic^impacts  in  C a l i f o r n i a  i s  a 
n o n - i s s u e .... We don’ t  want to  depend on the Federal  Government- 
f o r  our re v en ue s."

The S t a t e  o f  C a l i f o r n i a ,  t o ' r a i s e  revenue f o r  OCS-related 
and o ther  u se s ,  i s  a c t i v e l y  pursuing the idea o f  a th ro ug h ­
put charge (an est im ated $280M a year a t  $ . 5 0 / b a r r e l ) . DOI 
i s  c u r r e n t l y  asse s s in g  the l e g a l i t y  o f  C a l i f o r n i a ' s  p lan .
I f  l e g a l ,  the a v a i l a b i l i t y  o f  such a ta x  scheme should s i g n i ­
f i c a n t l y  reduce the s t a t e s ’ c la im on OCS revenues.
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M agn-itude--of -the- -Impact-s - - - - - -  - . -

T h e re  i s  c o n s id e ra b le  d e b a te  about th e  m ag n itu d e  o f  
o n -sh o re  im p a c ts  on A t l a n t i c  OCS.

R e so u rc e  P la n n in g  A s s o c ia t e s  ( f o r  CEQ) e s t im a t e s  th a t  
a  7 5 0 ,0 0 0  b b l/ d a y  A t l a n t i c  p ro d u c t io n  may in d u ce  a 
p o p u la t io n  grow th  o f  up to  2 5 0 ,0 0 0 . A s tu d y  by th e  
S t a t e  o f  New J e r s e y  f o r  a s im i l a r  p ro d u c t io n  s c e n a r io  
s a y s  th e  p o p u la t io n  im p act may be around  1 0 0 ,0 0 0 . A 
ro ugh  c a l c u la t io n  b ased  on in d u s t r y  s u p p lie d  la b o r  in p u t s ,  
a p ro d u c t io n  e s t im a te  o f  190M b b l/ y e a r  by 1 985 , and some 
ru le -o f- th u m b  m u l t i p l i e r s  p u ts  the "new r e s id e n t "  p o p u la t io n  
im p a ct a t  u n d er 2 5 ,0 0 0 .

A c c o rd in g  to  in d u s t r y  .e s t im a t e s ,  th e  - c a p it a l  in v e s tm e n t  
i n  OCS o n -sh o re  su p p o rt  f a c i l i t i e s  f o r  th e  A t l a n t i c  
c o u ld  ru n  about $100M f o r  1M b b l/d a y  p ro d u c t io n , e x c lu s iv e  
o f  r e f i n e r y ,  p e t r o c h e m ic a l ,  and deep w a te r  p o r t  d eve lo p m en t. 
A n n u a l wages d u r in g  th e  p ro d u c t io n  phase  f o r  1M b b l/d a y  
( i . e . ,  e x c lu d in g  c o n s t r u c t io n )  co u ld  ru n  about $25M.

P u b l ic  c a p i t a l  in v e s tm e n t  in  i n f r a s t r u c t u r e ;  e x c lu s iv e  
o f  a i r p o r t  o r  s e a p o r t  im p ro vem en ts , bu t i n c lu s i v e  o f  
m o d era te  ro ad  b u i ld in g ,  co u ld  run  as h ig h  as $125M i f  

2 5 ,0 0 0  p e o p le  moved in t o  th e  re g io n  o r $250M i f  5 0 ,0 0 0  
p e o p le  moved in .

P o t e n t ia l  n o n -F e d e ra l re v e n u e s  from O C S - re la te d  o n -sh o re  
d eve lo p m en ts  a re  d i f f i c u l t  to q u a n t i f y  b ecau se  o f  u n c e r t a in t ie s  
•about th e  lo c a t io n  o f  deve lopm ent and th e  m y ria d  t a x  s t r u c t u r e s  
o f  th e  v a r io u s  A t l a n t i c  C o a st s t a t e s .  H o w ever, in  most 
S t a t e s  OCS r e la t e d  deve lopm ent would be s u b je c t  to  th e  
f o l lo w in g  m a jo r t a x e s :  c o rp o ra te  in co m e , s a l e s ,  c o n s t r u c t io n ,  
and p r o p e r t y .  Em p lo yees would be s u b je c t  to  in co m e , s a l e s ,  
and p ro p e r ty  t a x e s  in  m ost s t a t e s .  x .

I t  l ia s  been e s t im a te d  (WOGA) th a t  a f in d  o f 4b b a r r e l s  
o f  o i l  and 8 t r i l l i o n  c u b ic  fe e t  o f  n a t u r a l  gas w ould 
y i e l d  re v e n u e s  o f  $19,413 to  F e d e r a l ,  S t a t e ,  and lo c a l  
go vernm ents o v e r  th e  l i f e  o f the  f i e l d s  (assum ed to  be 
30 y e a r s ) .  T h is  b re a k s  down as f o l lo w s :
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(The $ 1 . IB  S t a t e  and l o c a l  revenues i s  about $ 3 6 . 7M per
-year. This  compares to  annual d e b t .s e r v ic e  (75, 20 years) o f
$1 0 . 5M on a n - i n i t i a l '  c a n i t a l  investment o f  $ 1 1 2 M (25,000 x $4500
per c a p i ta )  and annual operating c o s ts  o f '$10M  (25,000x $400 per 

. c a p i t a ) . . . . . . .  '
I t  appears, then, t h a t  there  w i l l  be s u f f i c i e n t  c a p i t a l -  
in te n s iv e  on-shore in d u s tr y  investment to  cover the normal 
corporate share o f  l o c a l  tax  revenues. The t iming o f  
cash flows and access to  c a p i t a l  markets fo r  major p ub lic  
investments,  however, may be problems, p a r t i c u l a r l y  f o r  
sm all ,  r u r a l  towns w i th  l i t t l e  bonding h i s t o r y ,  exhausted 
bonding c a p a c i ty ,  tax  s t r u c t u r e s  in need o f  revamping,
and a weak e x i s t i n g  economic base.

• • • •

Nature; of the I m p  a t: s

'Co n s tr u c t io n  o f  D r i l l i n g  Rigs

Rigs can be b u i l t  in  e x i s t i n g  shipyards and towed long 
dis tances to  d r i l l i n g  s i t e s  (Gulf  o f  Mexico to  Notli Sea, e . g . ) .  
Consequently, the on-shore impacts during t h i s  phase arc 
expected to be minimal because few, i f  any, p o p u la t io n  s h i f t s  
or new commitments o f  land w i l l  be in volve d .  The p o t e n t i a l  
fo r  on-shore impacts would be reduced even f u r t h e r  to the 
extent t h a t  d r i l l i n g  r ig s  now used in  the North Sea arc 
towed back to  the U .S .  . . .  . . . .  . • . . . .

C onversations-w ith  in d u s tr y  re p re s e n ta t iv e s  in d ic a te  
th a t  d r i l l i n g  r i g s  f o r  the A t l a n t i c  w i l l  most l i k e l y  
be b u i l t  in G ulf  shipyards and towed o u t .  Some r ig s  
fo r  the A t l a n t i c ,  however, may be c o n s tru c te d  in  
A t l a n t i c  shipyards (B a l t im o re ,  e . g . ) ,  in  which case 
r ig  build ing would reduce the c urrent  unemployment 
in  the a f f e c t e d  areas r a th e r  than add to  the p o p ula t ion ,  
base.

. Exploration  Phase

During the e x p lo r a t io n  phase, the major on-shore impact 
i s  the demand f o r  harbor supply bases. Communities 
w ith  harbors near the leased t r a c t s  arc the ’nost l i k e l y  
to become support ce nters  for o i l  development.. -    -— --------------- m
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P o p u la t io n  im p acts  a re  e xp e c te d  to  be r e l a t i v e l y  s m a ll 
d u r in g  t h i s  p h a se .

• C o n s t ru c t io n  o f  P ro d u c t io n  P la t fo rm s

P la t fo rm  c o n s t r u c t io n  i s  n o t e xp ecte d  to  in d u ce  s i g n i f i c a n t  
o n -sh o re  im p a c ts  in  A la s k a  and C a l i f o r n i a .  C o n s t ru c t io n  
o f  p la t fo rm s  f o r  th e  A t l a n t i c ,  h o w eve r, i s  l i k e l y  to 
in v o lv e  s i g n i f i c a n t  o n -sh o re  im p acts  because  i t  w i l l  
p ro b a b ly  r e q u ir e  a t  l e a s t  one new s i t e ,  w h ich  i s  s p e c i f i c a l l y  
d e s ig n e d  f o r  p la t fo rm  b u i ld in g ,  r a t h e r  th an  u se  o f  e x i s t in g  
s h ip y a r d s .  T h is  i s  b ecau se  1) e x is t in g  s h ip y a rd s  a re  
n o t equ ipped f o r  such  c o n s t r u c t io n  and a r c  u n l ik e ly  to  
commit c a p i t a l  f o r  c o n v e r s io n , g iv e n  th e  u n c e r t a in t y  o f  
o i l  f in d s  an d , 2) p la t fo rm  b u ild in g  r e q u ir e s  a s i t e  
w h ich  lia s  e a sy  a c c e s s  to  b o th  deep w a te r  and m a t e r ia ls  
a s  w e l l  as hundreds o f  a c r e s  o f  l e v e l  la n d , a re q u ire m e n t 
few  s h ip y a rd s  can m eet.

Brown and Root r e c e n t ly  p u rch a se d  about 2000 a c r e s  in  
Cape C h a r le s  (N ortham pton C o u n ty ) , V i r g in i a  and has 
re q u e s te d  th e  re z o n in g  o f  9S0 a c re s  from  a g r ic u l t u r e  to  
i n d u s t r i a l  use  f o r  m a n u fa c tu r in g  p la t fo r m s , among o th e r  
p ro d u c t s .

Brown and Root employment i s  e s t im a te d  to  re a c h  1S00 
and in d u ce  a p o p u la t io n  grow th in  th e  County o f  about 
2 900 , a 15% in c r e a s e  o v e r  th e  C o u n ty 's  1970 p o p u la t io n .

V.'ith 40% o f  th e  e x i s t in g  h o u s in g  s u b s ta n d a rd , a p ro je c te d  
s e v e re  5-10 y e a r  h o u s in g  s h o rta g e  i s  exp ecte d  to  h i t  
low  incom e and r e t i r e d  p e rso n s  e s p e c ia l l y  h a rd  as r e n t s  
a re  d r iv e n  up .

A d d it io n a l  an n u a l County e x p e n d itu re s  ind uced  by Brown and 
have been e s t im a te d  a t  o v e r  $900 ,0 00  ($313 p e r  c a p i t a ) ,  
no t in c lu d in g  deb t s e r v ic e  on $ 2 , 0 0 0 , 0 0 0  in  needed h ighw ay 
im p ro vem en ts .

A d d it io n a l  ann ua l re v e n u e s  have been e s t im a te d  a t  about 
$ 1 , 0 0 0 , 0 0 0  w h ich  in c lu d e s  $300 ,000  p ro p e r ty  t a x e s  from  
Brown and Root (on $40M c a p i t a l  i n v e s t m e n t ) ,  $150 ,000  
from  r e s id e n t ia l  p ro p e r ty  t a x e s ,  $1 40 ,00 0  o th e r  l o c a l l y  
g e n e ra te d  ta x  r e c e i p t s ,  about $400 ,000  i n  a d d i t i o n a l  S t a t e  
g r a n t s ,  and $38 ,000  from  F e d e ra l G e n e ra l Revenue S h a r in g .

The a p p a re n t $100 ,  000 s u r p lu s  may b e . i l l u s o r y ,  how ever,^ ’ 
b ecau se  o f  a la g  in  p ro p e r ty  ta x  r e c e i p t s ,  w h ich  the 
County co u ld  c o r r e c t  i f  i t  so d e s i r e d ,  and b ecau se  th e  
a n n u a l deb t s e r v ic e  on th e  h ighw ay im provem ents w ould 
exceed  $ 1 0 0 ,0 0 0 .



F i s c a l  impacts on the towns w i t h i n  Northampton County 
may be more n o t ic e a b le ,  p a r t i c u l a r l y  i f  the new people 
choose to l i v e  o u ts id e  Cape Charles,  i n  towns which 
cannot tax  Brown and Root.  L ikewise,  the o th e r  count ies  
which receive new people (an estimated 2 1 0 0  in  the f a m i l i e s  
o f  employees commuting from other co u n t ie s)  may experience 
some f i s c a l  gaps.

Over the _ a s t  f i v e  y e a rs ,  about o n e - h a l f  the c o u n t y 's  
income has been from the S t a t e ,  o n e - fo u r th  from the 
Federal Government, and o n e - fo u r th  from l o c a l  c i t i z e n s  
and businesses.

Because o f  Brown and R o o t ' s  lo c a t in g  in  Northampton, 
the  S t a t e ' s  p r o p o r t io n a l  c o n t r ib u t io n  to  County re c e ip ts  
would decrease from 50% to 40%. From the
S t a t e ' s  v ie w p oin t ,  the f i s c a l  burden o f  i t s  c o n t r i b u t i o n  
should be minimal,  u n le s s  a s i g n i f i c a n t  number o f  the 
Brown and Root employees were not V i r g i n i a  r e s i d e n t s ,  
because the S t a t e  c o n t r ib u t i o n  would be the same whichever 
county the people l iv e d  in .  •

Pevelopment Phase

Manpower requirements peak during t h i s  phase. Local  
communities are expected to  be under t h e i r  most severe 
s t r a i n s  then because o f  the sh o rt- te rm  (2-4 year) i n f l u x  • 
o f  c o n s t r u c t io n  workers. The danger o f  o verb ui ld ing  
p ub lic  f a c i l i t i e s  i s  g r e a te s t  during t h i s  phase, a 
danger which could be increased by the easy a v a i l a b i l i t y  
o f  " f r e e "  Federal funds.

Production  Phase

This phase i s  very c a p i t a l  in te n s iv e  and brings a sharp 
d e c l in e  in jobs as c o n s t r u c t io n  requirements subside.  

‘S m a l l ,  one-economy towns t h a t  grew r a p id ly  to  support 
OCS w i l l  be the hardest  h i t  by the d e c l in e .

Pi pell  n o s , Torm i r a I s ,  and Storage

The number o f  p ip e l in e s  and l a n d f a l l s  depend on the 
l o c a t i o n  o f  the f i n d  and o f  the processing f a c i l i t i e s ,  
the  number o f  companies able to share a p i p e l i n e ,  and 
environmental f a c t o r s .

O i l  can be piped to  in lan d  r e f i n e r i e s ,  but c o a s t a l  
processing f a c i l i t i e s  are necessary fo r  gas p ip e l i n e s  - 
because o f  the s a f e t y  f a c t o r .

A f t e r  c o n s t r u c t i o n ,  the p ip e l in e  i t s e l f  r e q u ire s  v i r t u a l l y  
no manpower. A p ip e l in e  term inal  fo r  200,000 bbl/day 
re quires  only 17 employees ( c a p i ta l  investment o f  $2.4M).



way be were n o t i c e a o i e .  D a r t i c u i a r i v  i f  m e  nev p •"
;O C S .im p a c ts  from  s to ra g e  depend p r im a r i l y  on e x i s t in g  
- c a p a c it y  and w h e th e r-o r  not-OCS p ro d u c t io n  w i l l  b ack  o u t 
;,i .m p o rts , A g a in ,  s to ra g e  f a c i l i t i e s  a re  c a p i t a l  in t e n s iv e ,

8 - / R e f in e r ie s

-'The e x te n t  to -w h ic h  new r e f i n e r i e s  w i l l  be b u i l t  a ls o  
_dcpend . on e x i s t in g  c a p a c it y  and w h e th e r OCS p ro d u c t io n  
- w i l l  b ack  o u t im p o r t s . Because  - i t . i s  ch e a p e r to  t r a n s p o r t  
ic ru d e  o i l  r a t h e r  than  r e f in e d  p ro d u c ts , th e  s i t i n g  o f 

r e f i n e r i e s  depends on th e  lo c a t io n  o f  th e  demand o r  m arke t 
2 a r e a ,  n o t on th e  lo c a t io n  o f th e  s u p p ly . R e f in e r ie s  a re  
- v e r y - c a p i t a l  in t e n s iv e  w ith  a c a p i t a l  in v e s tm e n t o f  

$600-800M and perm anent em ployment o f  500 .  • •••

1976 . 1980 1985

P r im a ry  New R e s id e n t  
Employment 1 / 0 3 ,100 1 ,60 0

Ind u ced  Em ploym ent 
(P r im a ry *X  2) 0 6 , 20 0 3 ,20 0

T o t a l  New R e s id e n t  
Employment 0 9 ,3 00 CO o

T o t a l  New R e s id e n t  
. P o p u la t io n  (Em ploym ent >: 2 . 5 ) 0 23 ,2 50 12 ,000

1/ See A ttach m en t 3 f o r  a ssu m p tio n s  and c a l c u la t io n  o f  d i r e c t  
em ploym ent.
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T y p o  o f  O p e r a t i o n  

P e r  R i g

1. Exploratory Well

2. Development Well

. .  . . .  |  , 

LABOR AND, CAPITAI OCS I NPUTS i 
( s u p p lie d  by A m erican  Petro ljeum  I n s t i t u t e ) !  t-. • i
* r • i I I* • * I * * * t ■ m- . j ,, ■ ,  To ta l,

No, of Employees j not ( 1' !. ; Wages
Employees i Hired Lo ca lly  < > <• $/Month

113

65

71

37

125,075

76,750

f! JCa'pital 
| ' Investment 

*1974 - $

Per 10-20 Ri.es 

1. Serv ice  Support 174 66 212,150 5,195,000

Per Platform
i

1. Production Operations

Per 200,000 BOPD Production

1. Onshore Operating Base

2. Onshore O ffice

3. P ip e lin e  Terminal

16

136

42

17

25

26 

4

18,250

133,175

60,800

20,200

2,800,000

Rental

2,400,000

Per 300,000 HCFD Production 

1. Gas Processing P lant 21 24,750 24,000,000

Single. F a c i l i t y  i f  Required

1. P ipe line  Tanker and Barge 
Terminal 25 33,100 9,800,000
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1 . O n - s h o r e  i m p a c t s  a r e  m o s t  s i g n i f i c a n t  in  c o m m u n i t i e s  w i t h  l i m i t e d  

l a bo r p o o l s ,  e x i s t i n g  h o u s i n g  s h o r t a g e s ,  a n d  n o  s l a c k  i n  e x i s t i n g  

pu b l i c  - i nf ras tru ct ure .

g

2 . L a r g e  c i t i e s  c a n  a b s o r b  O C S - i n d u e e d  g r o w t h  m o r e  e a s i l y  t h a n  

sm al l ones.
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3. T h o s e  t o w n s  w i t h  a d i v e r s i f i e d  e c o n o m y  ca n a d j u s t  m o r e  r e a d i l y  

than t h o s e  w h i c h  a r e  d e p e n d e n t  o n  a s i n g l e  e x i s t i n g  i n d u s t r y  

(tourism, f i s h i n g ,  etc.).

>

i

N o r t h  Sea i n p a c t s  w h i c h  m a y  h a v e  b e a r i n g  for A l a s k a  a n d  A t l a n t i c  r u r a l

a r e a s  i n c l u d e  t h e  f o l l o w i n g :  h

*• P u b l i c  e x p e n d i t u r e  o n  ro ad s, h a rb ors , an d a i r p o r t s  i n c r e a s e d  jj 

s i g n i f i c a n t l y  i n  " o i l  a r e a s "  w h i l e  t h ey d e c r e a s e d  e l s e w h c r u  in Ijfl 

Britain. U

•i
- T h e  b e n e f i t  of n e w  j o b s  h a s  no t b e e n  c h a n n e l e d  i n t o  S c o t l a n d ' s  A  

n e e d i e s t  c i t i e s .  ;j|
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I n f l a t i o n a r y  s i d e  e f f e c t s  h a v e  s e r i o u s l y  a f f e c t e d  t h o s e  i n d i v i d u a l s  

and s m a l l  b u s i n e s s e s  o u t s i d e  the oi l boom.

'>
H o u s i n g  s h o r t a g e s  h a v e  b e e n  p a r t i c u l a r l y  s e v e r e  a n d  l o n g  l a s t i n g ,

p r i m a r i l y  b e c a u s e  e x i s t i n g  c o n s t r u c t i o n  c a p a c i t y  is b e i n g  u s e d

for oi l f a c i l i t i e s  a n d  n e w  w o r k e r s  a r e n ' t  i m p o r t e d  b e c a u s e  t h ey

wo u l d  o n l y  a g g r e v a t e  t h e  s h o r t a g e .  . j

)
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- L a c k  of h o u s i n g  h a s  c o n s t r a i n e d  the i n - m i g r a t i o n  of t e a c h e r s  a n d  

ot he r s e r v i c e  p e r s o n n e l .

t

H i g h  land p r i c e s  (a 3 0 - f o l d  i n c r e a s e  in f i v e  y e a r s )  d i s c o u r a g e  

no n- oil i n d u s t r i e s  f r o m  l o c a t i n g  in oi l b o o m  t o w n s ,  t h u s  

h i n d e r i n g  d i v e r s i f i c a t i o n  o f  the e c o n o m i c  base.

•* H i g h  w a g e s  in th e o i l  i n d u s t r y  h a v e  c r e a t e d  l a b o r  s h o r t a g e s  in |i 

se ve ral i n d u s t r i e s  a n d  s e r v i c e s ,  p a r t i c u l a r l y  f a c t o r i e s ,  r e t a i l i n g ,  Zi 

and g o v e r n m e n t .  d’

;

- I m p a c t s  f r o m  p l a t f o r m  c o n s t r u c t i o n  h a v e  b e e n  a m o n g  t h e  m o s t  ft 

s i g n i f i c a n t  in N o r t h  S e a  c o m m u n i t i e s .  • L
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S h e t l a n d  C o u n t y  C o u n c i l  l e v i e d  a per b a r r e l  t a x  o n  o i l  p a s s i n g  M  

t h r o u g h  S h e t l a n d  f a c i l i t i e s  an d n e g o t i a t e d  w i t h  t h e  c o m p a n i e s  g 

for an a d v a n c e  p a y m e n t  to h e l p  w i t h  f r o n t - e n d  c a p i t a x  c o s t s  of 

p u b l i c  i n f r a s t r u c t u r e .  %
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O F  C O M M U N I T Y  &  M J E O f i O I V A B .  A H W A m S

DIVISION OF LOCAL COVEflHMHT ASSISTANCE

March 4, 1977

Mayors of Coastal M unicipalities:

Y este rd ay , I rece ived  n phone ca ll from Chuck Cohen; who, as you know , 
is  our representative in  Washington D . C . , with resp on sib ility  for doing 
research  and technical analyses of the new Coastal Energy Impact Program . 
Chuck advised me that a supplemental appropriation for FY  '77, as prepared 
by President Ford and amended by President C a rte r , and a budget for FY  
'78, have been presented to the Congress in  the following amounts:

FY  '77- $10 m illion - Form ula Grants
$110 m illion - Fa c ilit ie s  Loans 
$0.00 - P lann ing
$0.00 - Environm ental or Recreational Grants

F Y  '78- $13 m illion - Form ula Grants
$143 m illion - Fa c ilit ie s  Loans 
$0.00 - P lann ing
$0.00 - Environm ental or Recreational Grants

From the proposed appropriations the federal Office of Coastal Zone Management 
has tentatively proposed to allocate to the State of A laska and its  m unicipalities 
the following amounts:

FY  '77 (Supplemental)
$700,000- Formula Grants 
$31,900,000 - F a c ilit ie s  Loans 
$0.00 - P lann ing
$0.00 - Envirom ental or Recreational Grants

FY '78 (Budget)
$3,200,000. - Formula Grants 
$08,000,000. - Fac ilit ie s  Loans 
$0.00 - P lanning
$0.00 • Envirom ental or Recreational Grants
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The most obvious omission from the proposed budgetary f ig u re s , in our 
v iew  point, is  the lack  of appropriations for planning which would o rd in a r ily  
precede application for fa c ilit ie s  loans or formula g ran ts . In  other w ords, 
it appears the federal adm inistration is  putting the "cart before the horse" 
by p rovid ing  funding for fac ilitie s  without any funding being provided for 
necessary p lann ing . Th e re fo re , th is date, Kevin W aring , D irecto r of Community 
P lann ing , is  p reparing  a draft of a letter for Governor Hammond's signature 
to members of our congressional delegation in Washington stro ng ly  urg ing  
that they amend the proposed F Y  '77 supplemental and F Y  '78 budget figures 
to include funds for p lann ing . B y  w ay of this letter we encourage each of 
you to likew ise  send le tters or telegrams to members of the A la ska  Congressional 
Delegation in  Washington, exp ress in g  yo ur concern for the need for funding 
of p lanning under the C . E . I . P .  A s in  the past, we would appreciate re ce iv in g  
a carbon copy of any correspondence you might send to the congressional 
delegation. As we understand i t ,  the supplemental appropriation b ill and 
the FY ' 78 budget are now in  Congressional committees. It is  im perative 
that, i f  you propose to make your w ishes known to the Congressional Delegation, 
letters or telegrams be sent A .S .A .P .

One week ago today, the Coastal Management Po licy  Committee of Governor 
Hammond's A dm in istration , authorized the Department of Community and 
Regional A ffa ir to take the lead in  the development of the in lrastato  allocation 
formula process as provided for in the federal regulations which i npleinont 
the C .E . I .P .  I had e a r lie r  requested that Chuck Cohen prepare a draD intrastate 
allocation formula for our consideration and I expect to rece ive  that firs t 
draft sometime next w eek. A lso , w hile in  Fa irbanks this coming week Kevin  
Waring w ill meet w ith representatives of the Institute of Social and Economic 
Research at the U n ive rs ity  of A la sk a , to see if  the Institute is  w illin g  to 
also draft a formula for the proposed intrastnte allocation. We w ill be contacting 
you i i i  the v e ry  near future w ith our proposal. Any fin a lly  adopted in trasta le  
allocation form ula, as we envision i t ,  w ill include m unicipal representation 
and input regard ing  the d istribution  of the federal allocation for formula 
grants grants and fa c ilit ie s  loans made available to the State of A la sk a .

We again urge you to contact our congressional delegation in  Washington 
i f  you share our concern that money should be appropriated for Coastal 
Energy Impact p lann ing . We also appreciate any comments or concerns you 
might have as to the manner in  which our Department is  proceeding in drafting  
a proposed in trasta le  allocation formula for the Coastal Energ y  Impact Program .

^Palmer M cCarter 
D irector

cc : C ity  Managers
Don B e r r y , A laska  M unicipal League

McC/pc



March 9, 1977

Honorable L isa  Rudd 
State of A laska 
House of Representatives 
Pouch V
Juneau, A laska 99811

Dear Representative Rudd:

House B i l l  219, as proposed, c lea rly  makes the developer of OCS 
resources liab le  for costs re la tive  to the impacts generated from 
construction of shore-related fa c ilit ie s .

The p rin cip le  of th is proposed legislation has been long established 
in American m unicipa lities, though norm ally called "off-site im prove­
ments" , requ ired  as a resu lt of significant development; commercial, 
industria l and housing.

The leg islation , as proposed, is  long overdue. The boroughs ought 
to be the agencies to establish such leg islation , through their planning 
and zoning mandates; however, in the absence of borough action, then 
the State is  obviously compelled to act.

The C ity  of Kenai has been victim ized by the absences of such leg is­
lation and, therefore, we are obliged to support th is leg islation , 
not only for our own protection, but for the greater good of the State.

If there ure any problems in th is proposed leg is la tio n , it is  in 
Section 41.45.930 "Fe e s" . The language is  unclear and needs 
c la r ify in g .

Our congratulations on the introduction and grateful support for the 
leg isla tion .

For the Mayor and Council of the C ity of Kenai, A la sk a , I am 

S in ce re ly ,

RE : House R il l  #219

John E . W ise, 
C ity  Manager

JW: dd
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FROM: D a v is ,  A d m in is t r a t iv e  A s s i s t a n t

R E : Phone C o n v e r s a t io n  w it h  L a r r y  P o w e l l ,  M a jo r o f
Y a k u t a t .  -  OCS IMPACT.

DATE: M arch 1 0 , 1977

"We h ave  had a d i r e c t  im p a c t  s in c e  p o t . l a s t  y e a r .  The 
c o n s t r u c t io n  o f  th e  s e r v i c e  b ase  to o k  o l .  d u r in g  th e  y e a r  
p re c e d in g  t h a t . "

We h ave  f i v e  s e r v i c e  b o a ts  s e r v i c in g  two r i g s  w it h  s e r v i c e
b a s e .

P r e s e n t l y ,  sume o f  th e  c i t y  s e r v i c e s  a re  im p a c te d , 

ci. W ate r s u p p l ie s
b . A l l  th e  p e o p le  w o rk in g  on th e  r i g s  move t h r u  th e

a i r p o r t .  (T h e re  i s  an a tte m o t to  n o t h ave  p e o p le  in  
to w n . B u t ,  we a re  e x p e r ie n c in g  bad w e a th e r , so  we 
can  have anyw here  from  15-25 p e o o le  (o r  m ore) s tu c k  in  
to w n . )

T h ese  demands sh o u ld  re m a in  c o n s ta n t  fo r  th e  n e x t  two 
y e a r s  (fro m  S h e l l  and A r c o ) .

E xxo n  and G u lf  w i l l  b e g in  s u p p ly in g  t h e i r  r i g s  w it h  f i v e  
s e r v i c e  b o a t s . Some o f  th e s e  w i l l  bo b ased  in  Y a k u ta t  (w h ich  
means a g r e a t e r  movement o f  peop le : t h ru  town) .

We a re  lo o k in g  f o r  t h in g s  to  e s c a l a t e . . .  t r a f f i c  t h r u  th e  
c t irp o r t , ,  th e  s e r v i c e  b ase  w i l l  need to  be e n la rg e d  to  h a n d le  the 
in c r e a s e d  a c t i v i t y .

" F a c t :  We a re  fa c e d  w it h  in c r e a s in g  o u r f i r e  p r o t e c t io n
c a p a b i l i t y  bo th  o nsho je  and o f f s h o r e  (due to  th e  in c r e a s e d  
i n d u s t r i a l  a c t i v i t y ) . We w i l l  need to  have a f u l l  t im e  p o lic e m a n  
( c u r r e n t l y  we have  a t ro o p e r  and a p a r t - t im e  p o l ic e m a n ) ."

" I  w ou ld  v e r y  much l i k e  a copy o f  th e  b i l l  and b ackg ro u n d  
m a t e r i a l . "  (s e n t  3 - 1 0 - 7 7 ) .

MEMORANDUM

MED: ah



TO: Members of Hous/s; Community & Regional Affairs Committee

FROM: Michae^^iJL^

DATE: March 14, 1977

RE: OCS Impact - phone conversation with Darryl Se h a e f e r m e y e r ,
City Manager of Seward

MEMORANDUM

We anticipate a great amount of primary and secondary stage 
development.

Exxon has leased property for pipe storage and other supplies.

We anticipate 2 0 0  boat visits per month (these are 2 0 0  foot 
supply vessels) as soon as the weather breaks.

Most immediate impact:
1. They will be taking on large amounts of w..ter, which 

requires us to upgrade the water system, to install 
water lines out to the dock a r e a . We will also have 
to drill new wells and construct storage tanks.

2. A lease has been negotiated with Dresser by the city.
It will be a large dock built by the company. We will 
get revenue from anything that moves across the dock.

3. Private property is being leased for a dock facility.

*1. We have acquired land by annexation and plan to
develop these.

9. Oil companies have acquired land to be used for storage. 

The Impact we forsee in the future:

1. The number of transient people which will be in town 
from boats, etc.

2. We currently have a serious electrical situation and 
it will need to be taken care of.

3. Seward already has a critical housing shortage without 
any Influx of people.

1|. Our local roads will have to be Improved.

1. We do not understand the formula, but from what we do
unders ..nd, it would help us only if there would be an 
influx of residents.

On HB 2 1 9 :



E ^ O N  C O M P A N Y  U.S.A.
POUCH 6601 • ANCHORAGE. ALASKA 99502

PRODUCTION DEPARTMENT ALASKA OPERATIONS
T M MATTHEWS i i  k  , -7 1  0 " 7 “7ENGINEERING MANAGER MarCl! 1 /  , V311

The Honorable Lisa Rudd 

Chairperson
House Committee on Community and Regional Affairs 

Juneau, Alaska

Re: House Bill 219
Shore Facility Impact Permits

I would like to apologize for not being able to be present for thv. 

continuation of testimony on House Bill 219 which occurred on March 14, 15, 
and 16. However, after reading and hearing some of the testimony that 
occurred on those days, I would like to submit several comments in regards 
to the misrepresentations and belittlements made by Messrs. Parr and Waring 

concerning much of my testimony.

First of all, much was said in regards to comparison of North Sea
impacts versus Alaska impacts. Mr. Parr cited and attached passages from 
Baldwin's book on North Sea oil in regards to planned OCS development 
schedules in the U.S. Baldwin's book was written principally in early 1975. 
On Page 12, it discusses the OCS leasing schedules that Mr. Parr indicates 
as evidence of crash program development. If one checks the record, he will 
see that most of the sales were delayed, cancelled, or reduced in size and 
certainly today there is no evidence of crash programs. In fact all indica­
tions point to further delay pending new Federal OCS legislation and even 
Federal exploratory drilling in proposed leasing areas. Both of which will 
postpone industry exploration and development and increase our dependence 
on foreign imports. A further point on the North Sea is that currently there 
are 44 exploratory drilling vessels working in the North Sea (and nearly 50 
at its recent peak active in the North Sea) compared to the 5 or 6 seen for
Alaskan waters and by the end of 1977, approximately 45 major production
platforms will be active compared to none for the Alaskan OCS. No one can 
even in their wildest imagination attest that this has any potential of 

occurring in the Alaskan OCS.

In Baldwin's book on Page 116, it is interesting to note the author 
found the North Sea onshore development was accomplished and controlled 
"without sophisticated planning controls or even a planning body...". It 
is probable the existing Alaska communities and municipalities could do the 
same thing without the need of state or Federal bodies imposed upon them.

a division of exxon corporation



The H on orab le  L isa  Rudd
March 17 ,  1977
Page Two

The principal point I made in my testimony was evidently missed by Mr. 
Parr. The whole premise of the bill is that an immediate major impact occurs 
on public and municipal services with the commencement of exploratory work.

I attempted to point out that this was false, particularly based on actual 
data from the Gulf of Alaska. One does not deny that if discoveries are made; 

if they are economical for development; if permits are obtained to develop; 
and if development occurs, impacts will occur. But this happens from 5 to 

10 years after exploration, not immediately. Necessarily during the explorati 
phase, major investments are not made due to its uncertainty and only small 

shore based manpower forces are used to support the activities. Exxon 
has approximately a total of 25 at Seward, Anchorage, and Yakutat; ARCO/Shell 
has a total of 36. In both cases these are predominately local hires ar.d 
essentially all existing Alaskans. The large crews on the drilling vessels 

are those that travel around the world with the vessel. They work alternate 
shifts of either two weeks on/two weeks off, or four weeks on/four weeks off, 
and during their off time are flown back to their home, wherever that may be. 
Even during this exDloratory phase, major revenues accrue to the state and 
local areas as indicated in my testimony.

Mr. Showalter's testimony, contrary to the implications of Mr. Parr, did 

not conflict with mine. Mr. Showalter pointed out what then happens during 
development, the type of impacts realized, and the employment benefits 
accrued. Also accrued to the local and state entities are revenues and taxes 
(company, personal, and associated services) that pay for impacts that occur. 

Mr. Showalter pointed out the people requirements associated with a major 
industrial, petrochemical, petroleum area like the Cook Inlet and the Kenai 

peninsula are moderate (2-3,000) and certainly not the 95,000 to 100,000 
people indicated in government testimony.

In regards to the population and cost impacts propagated by Mr. Parr and 
M»". Waring, attached is a letter from the Office of Management and Budget in 
Washington, D. C. who developed the numbers back in early 1975. Please note 

their comments as to the validity of their own numbers.

To get a good understanding of the Federal Coastal Energy Impact Program, 
one should read 15 CFR Part 931 as printed in the October 22, 1976 Federal 

Register. Contrary to what Mr. Parr indicates, the program includes the 
following:

SECTION

305

306

308

ITEM PERIOD TOTAL APPROPRIATION

CZM Program 3 years
Development
Grants

CZM Program 4 years
Administration
Grants

Impact Grants 8 years

Impact Fund 10 years

Grants, Assistance,
Loans

$60 million

$200 million

$400 million 

$800 million



The Honorable  L isa  Rudd
March 1 7 ,  1977
Page Three

310 Technical Assistance 4 years $40 million 
Grants

315 Estaurine, Eeach 

Access Grants

4 years $124 million

CZMA Administration 4 years $20 million

Total $1644 million

Tne grants are allocated based on the formula -

Adjacent leased OCS acreage 
Adjacent OCS production

1/3
1/6

OCS production landed in state 1/6 
New employment associated with OCS 1/3

Based on this the Federal Coastal Zone Management Administration House-Senate 
Conference Committee estimated that Alaska would be eligible for 25% of the 
grants.

The financial assistance or loans are of course based on needs or desires 
of the state. If there are loans, they are for a maximum of 30 years at 
interest rates not to exceed comparable market rates and the interest rates are 
calculated every three months to make sure the state gets advantage of lowest 

prevailing market rates.

In summary, Exxon's oosition remains that the bill is not needed. There 
will not be major immediate impacts and demands due to ucS exploration as 
evidenced by the Gulf of Alaska. What impacts occur are minimal and even 
Byron Mallot of Yak Tat Kwaan in a recent interview said the Yakutat impacts 
were positive. If and when development does occur in 5 to 10 years, then some 
impact will be realized, but net to the extent dreamed by the bill author's 

projections; and even then as now, the positive benefits in revenues from 
property taxes, sales and use taxes, income taxes, franchise taxes, business 
taxes, service use charges, fuel taxes, etc., will compensate for the 
impacts and pay for required services if any. In remote area developments, 
such as Prudhoe Bay/Beaufort Sea or even the Gulf of Alaska, services will be 
supplied by the base itself in the areas of water supplies, sewage, power, 
fire, and security. Even in the isolated case mentioned by Mr. Parr, I doubt 

if the facility ever made use of the fire service facilities.

Thank you for your attention and the opportunity to become involved in 
this matter.

Very truly yours,

T. M. Matthews

TMM/vk
Attachment



E X E C U T I V E  OFFICE O F  T H E  P R E S I D E N T  

O F F IC E  O F M AN AGEM EN T AND B U D G E T

WASHINGTON. D.C. 20503

January 28, 1977

Mr. Keith Arnold
A s s i s t a n t  M a n ager
Alaska Oil and Gas A s s ociation
308 G Street, Suite 217
Anchorage, Alas k a  99501

D e a r  Mr. Arnold:

The enclosed paper describes the approach used to derive the 
direct employment estimates for Alaskan OCS d e v e l o p m e n t  u n d e r­
lying the figures cited in the Coastal Zone M a n a g e m e n t  
Newsletter enclosed in your letter of J a n u a r y  21.

We do not consider the figures quoted in the N e w s l e t t e r  to be 
valid estimates of the expected impacts in Ala s k a  of OCS 
development. Those figures were prepared in an analysis done 
in May of 1975. The purpose was to determine the rough order 
of magnitude of OCS development impacts based u p o n  deliberately 
pessimistic assumptions. It would then be possible, despite 
the great uncertainties, to credibly say that the likelihood 
of even more severe impacts wou l d  be negligible.

The estimates, therefore, were delib e r a t e l y  bia s e d  upwards at 
several stages in the analysis in order to prod u c e  an "upper 
limit" or "worst case" estimate. Some of the m a j o r  sources 
of bias are:

- The leasing scenario used was the OCS p l a nning schedule 
which was later published in June of 1975. It was 
recognized as a very ambitious and opti m i s t i c  schedule 
for Alaska. Actual leasing in Alaska is like l y  to be 
spread over a substantially longer period than that 
schedule had anticipated. The impacts will also be 
spread over a longer period, reducing the infrastructure 
needs toward a level based on the " p e r m a n e n t 1' direct 
e m p l o y m e n t .

- The development scenario following each lease sale 
assumed v e r y rapid exploration and development.

- It was assumed that all direct employment in every 
affected A l a skan region will be of people n e w  to that 
region. This is clearly unrealistic.
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The paper c a l c u l a t e d  a peak dire c t  e m p l o y m e n t  of 19,200 and a 
permanent d i r e c t  employment of 8,100 res u l t i n g  from the OCS 
development scenario examined. In o r d e r  to arrive at a total . 
population i n c r e a s e  figure and a total inf r a s t r u c t u r e  cost 
figure, the f o l lowing steps w e r e  taken:

- The p e a k  and permanent dire c t  e m p l o y m e n t  w e r e  averaged, 
giving 13,650. It was assumed that public infrastructure 
needs wo u l d  be based on this volume of direct employment.

- It w a s  a s s u m e d  that all d i r e c t  e m p l o y m e n t  w a s  by people 
new to the A l a s k a n  areas in question.

- This dir e c t  employment of new residents was m u ltiplied 
by a d i r e c t  to total employment m u l t i p l i e r  of 2.75 and 
ci total e m p l o y m e n t  to population m u l t i p l i e r  of 2.5, 
giving a total additional p o p ulation of 94,185.

- The total infrastructure cost was deri v e d  from this 
population figure by using $7,250 per capita.

It is unfo r t u n a t e  that these figures are receiving a wide 
circulation wlTicTi'ch'a1fa'Cl.trri'2e s " • t h e m ~ a p f o j e  ctid'iT£'~<5f " 
future OCS impacts in Alaska. Their p u r p o s e  was not to project 
the most likely future, but rather to s h o w  that, even when 
unrealistically pessimistic assumptions are used in the 
analysis, the calculated impacts are manageable.

I believe that the paper and the further steps described above 
are self-explanatory. However, if you have any further q u e s­
tions about the analysis, we will be g]ad to address them.

Donald Ii. Crabill 
Deputy A s s o c i a t e  Director 

for Natural Resources

Enclosure



Honorable Lisa Rudd 
Chairperson
Committee on Community and Regional Affairs 
House of Representatives 
Juneau, Alaska 99801

Re: House Bill No. 219
Dear Madam Chairman:

Attached is testimony submitted on behalf of Chugach Natives, Inc., 
expressing opposition to House Bill No. 219, a bill for an Act 
entitled: "An Act providing for permits and fees for the construc­
tion of shore facilities associated with outer continental shelf 
natural resource extraction; and providing for an effective date."

Because of prior commitments at Cordova, it will be impossible 
for me to attend personally the hearings scheduled for March 21.
I therefore respectfully request that the attached written testi­
mony be incorporated in the record of the hearings, and that 
copies (which are enclosed) be distributed to members of your 
Committee.

With best wishes, I am

Respectfully yours,

CECIL BARNES 
President
Chugach Natives, Inc.

CB/ab 
E n e l .

Chugach
912 East 15th Avenue, Anchorage. Alaska 99501, Phono (907) 274-4558 Natives, Inc.
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Madam C h a irp e rs o n  and members o f  th e  Com m ittee on Community 

and R e g io n a l A f f a i r s  o f  th e  A la s k a  House o f  R e p r e s e n t a t iv e s :

My name i s  C e c i l  B a rn e s . I  am P r e s id e n t  o f  Chugach 

N a t iv e s ,  I n c . ,  one o f  A la s k a 's  tw e lv e  r e g io n a l  N a t iv e  c o r p o r a t io n s  

We a p p r e c ia t e  th e  o p p o r tu n it y  to  su b m it o u r v ie w s  in  o p p o s it io n  to  

House B i l l  21 9 .

As th e  J o in t  F e d e r a l- S t a t e  Land Use P la n n in g  C om m ission  

found in  r e p o r t s  to  th e  S e c r e t a r y  o f  th e  I n t e r i o r ,  and a s  th e  

C o n g re ss  o f  th e  U n ite d  S t a t e s  found when i t  c o n s id e re d  th e  Ja n u a ry  

1 9 7 6 , amendments to  th e  A la s k a  N a t iv e  C la im s  S e t t le m e n t  A c t ,  

Chugach N a t iv e s ,  I n c .  f a c e s  some d i f f i c u l t  la n d  s e le c t io n  and 

la n d  management t a s k s .  Our d i f f i c u l t i e s  a r i s e  in  la r g e  p a r t  

b e c a u se  o f  th e  s u b s t a n t ia l  e x te n t  o f  p e rm a n e n t ly  w ith d ra w n  

fe d e r a l  la n d s — e s p e c ia l l y  the Chugach N a t io n a l F o r e s t ,  and 

th e  f r e q u e n t ly  m o u n ta in c  :s  t e r r a in  in  o u r r e g io n , and tho  

p en d in g  " d ( 2 ) "  p ro p o s a ls  b e fo re  th e  C o n g re s s .

F o r  th e s e  r e a s o n s , C o n g re ss  in  th e  1976 amendments 

a s s e r t e d  l e g i s l a t i v e l y  th e  r ig h t  o f  o u r re g io n  to  s e le c t  la n d s  

in  th e  v i c i n i t y  o f I c y  B a y .

Chugach h as e n te re d  in t o  a c o n t r a c t  w ith  P h i l l i p s  

P e tro le u m  Company f o r  o n -sh o re  e x p lo r a t io n  w ork w it h in  th e  la n d  

a re a  we have  s e le c t e d ,  to  d e te rm in e  i f  p e tro le u m  th e re  i s  o f  

a c o m m e rc ia lly  v a lu a b le  n a tu r e . N e e d le s s  to  s a y , o u r c o r p o r a t io n  

and i t s  N a t iv e  s h a r e h o ld e r s  hope th a t  th e re  w i l l  bo o i l  p ro d u c t io n  

from  I c y  B a y , to  h e lp  a s s u re  the p r o s p e r i t y  o f  o u r com pany, and to  

h e lp  m eet th e  e n e rg y  needs o f  th e  n a t io n .
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We have a ls o  had d is c u s s io n s  w ith  some o f  th e  G u lf  o f  

A la s k a  o p e r a t o r s .  We w an t them to  know t h a t  w ith  c a r e f u l  

la n d  u se  p la n n in g , and w it h  f a i r  co m p en sa tio n  to  o u r s h a r e ­

h o ld e r s ,  I c y  Bay c o u ld  be a n a t u r a l  su p p o rt  and s ta g in g  a re a  

f o r  any d e v e lo p m e n ta l p h ase  o f  G u lf  o f  A la s k a  a c t i v i t i e s .

W ith  th e  a id  o f  Bom hoff and a s s o c ia t e s ,  c o n s u lt in g  e n g in e e r s ,  

we have p la c e d  b e fo re  th e  C o rp s o f  E n g in e e r s  o u r re q u e s t  f o r  a p e rm it  

to  c o n s t r u c t  a dock at. I c y  B a y . A t o u r e x p e n se , an e n v iro n m e n ta l 

a sse s sm e n t o f  th e  a io a ,  and th e  p ro p o sed  dock p r o je c t ,  i s  a lr e a d y  

und er w ay.

T h ese  a re  th o  im a g in a t iv e  s te p s  we m ust ta k e  i f  o u r s h a r e h o ld e r s  

a re  to  r e c e iv e  th e  f u l l  b e n e f i t  o f  th e  N a t iv e  C la im s  S e t t le m e n t  A c t ,  

and ta k e  t h e i r  r i g h t f u l  p la c e  in  th e  economy o f  A la s k a .

W ith  t h a t  b a ckg ro u n d , I  am s u re  you can  a p p r e c ia t e  th e  b a s is  

fo r  o u r c o n ce rn  abo u t House B i l l  2 1 9 . B u t p e rm it  me to  make some 

s p e c i f i c  comments ab o u t t h i s  m e asu re .

F i r s t ,  we a t  Chugach b e l ie v e  t h a t  th e  f in d in g  t h a t  "m a jo r 

re s o u r c e  deve lo p m ent p r o je c t s  c r e a t e  an im m ed iate  demand f o r  g r e a t l y  

in c re a s e d  s t a t e  and m u n ic ip a l s e r v i c e s  in  a re a s  c o n t ig u o u s  to  th e  

p r o je c t "  i s  o v e r s t a t e d  and o v e r - s im p l i f i e d .  T h e re  i s  no com m unity 

a t  I c y  B a y , j u s t  a s  th e re  was n o n e - iiu l in  many r e s p e c t s  s t i l l  i s  

n o n e - - a t  Prudhoe B a y . A p r o je c t  o f  u n p re ce d e n te d  d im e n s io n  may 

have a g re a t , im p act in  an A la s k a  co m m un ity ; I  suppose  t h a t  th e  

im p a ct o f  th e  TAPS p r o je c t  in  F a ir b a n k s  i s  a c a s e  in  p o in t .  T h a t  

does n o t mean th a t  p e tro le u m  d is c o v e r y  in  th e  G u lf  o f  A la s k a  w i l l  

have a s i g n i f i c a n t  im p a c t on any A la s k a  com m unity o r  c r e a t e  a demand
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f o r  S t a t e  o r  m u n ic ip a l s e r v i c e s .  I f  p e tro le u m  o f  co m m e rc ia l 

q u a l i t y  and q u a n t i t y  i s  found on c o r p o r a t io n  la n d  a t  I c y  B a y , 

we f r  '■esee t h a t  th e  d eve lo p m ent o f  t h i s  r e s o u rc e  from  o u r 

p r i v a t e  la n d  c o u ld  o c c u r  w ith  l i t t l e  p u b l ic  im p a ct and w it h  

no s i g n i f i c a n t  demand f o r  p u b l i c l y  s u p p l ie d  s e r v i c e s .

We b e l ie v e  t h a t  a t  th e  minimum, p ro p o n e n ts  o f  House B i l l  

219 sh o u ld  s e t  o u t in  d e t a i l ,  fo r  p u b l ic  comment, th e  n a tu re  o f  

th e  " s i g n i f i c a n t  im p a c t"  and th e  ite m s  o f  "e x p e n se "  w h ich  

p e tro le u m  d eve lo p m ent in  th e  G u lf  o r  a t  I c y  Bay w ould b r in g  

to  the  S t a t e  o r  to  any lo c a l  g o ve rn m e n ts .

I t  may be answ ered  t h a t  much o f  th e  im p act i s  e x p e c te d  to  

be f e l t  in  th e  Y a k u ta t  com m un ity . I f  s o , we s ta n d  re a d y , w i l l i n g  

and a b le  to  d iv e r t  unwanted im p act from  th e  e x i s t in g  com m unity o f  

Y a k u ta t  to o u r Ic y  Bay d e f i c ie n c y  la n d  s e le c t io n  a r e a ,  w h ich  i s  

u n p o p u la te d . To do t h a t ,  o f  c o u r s e , we w ould  l i k e  to  e n jo y  th e  

en co urag em ent and th e  su p p o rt  o f  th e  D ep artm ent o f  Community and 

R e g io n a l A f f a i r s - - b u t  h e re  I  sp eak  o f t e c h n ic a l  and m o ra l s u p p o r t , 

n o t f i n a n c i a l  a id .

S e co n d , th e  b i l l  r e c i t e s  t h a t  " th e  L e g i s la t u r e  c o n s id e r s  i t  

p ro b a b le  t h a t  th e  i n i t i a l  demand fo r  p u b l i c l y  p ro v id e d  s e r v i c e s  

r e la t e d  to  o u te r  c o n t in e n t a l  s h e l f  o i l  and gas d eve lo p m en t p r o je c t s  

w i l l  e xce e d  c o r re sp o n d in g  i n i t i a l  t a x  re v e n u e s  from  th e  p r o je c t  by 

an even g r e a t e r  p ro p o r t io n  than  o c c u rs  w it h  re s o u rc e  d eve lo p m en t 

p r o je c t s  w h o lly  in s id e  th e  s t a t e . "  On i t s  f a c e ,  th e  a s s e r t io n  

a p p e a rs  to  be i l l o g i c a l .  We know o f  no e v id e n c e , a t  l e a s t ,  t h a t  

w ould  su p p o rt  i t .  We wonder i f  th e  p ro p o n e n ts  o f  th e  b i l l  have  

a sked  OCS d e v e lo p e rs  what " i n i t i a l  dem and", i f  a n y , fo r  p u b l i c l y


