


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, 1ibid).

A final point. Mr. Wiles discussed possible constitutional
problems. Although not a lawyer, 171l 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).



Why should Americans look to Scotland for
lessons about the impacts of offshore oil, when 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 many years of
nearby onshore production, complete with pipelines,
refineries, storage tanks, and a work force of
thousands. Thus, the industry began itsmarine opera—
tions in the Gulf with trained local manpower and
sophisticated fecilities. This was not the case with the
North Sea— nor will ithe with the continental shelves
of the Atlantic or the Gulf of Alaska. An even more
significant difference between Gulf of Mexico opera—
tions and new offshore developments in the United
Slates lies in the fact that the Gulf industry grew in the
Ic50"s and 1960"s at a pace thatwas farmore gradual
than that of the crash programs required by today"s oil
shortages. Rapid growth inenergy 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 ail production that we might expect from these
frontier areas in the future. Normaily, it takes four to
eight years to bring a new ail field into production, and
this lead time cannot even begin until extensive
exploratory drilling confirms the presence of commer-
cial quantities of ail. 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
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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 1985.1These numbers
dwarf the Gulf of Mexico operation.

Planners who hope to be ready for potential ail
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,
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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. EXxisting
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

ISy v; urtf
«Ah



due in large part to an unintimidated attitude of local
officials toward the oil industry. It was apparent to ail
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. 1he impacts
of the Shetland terminal will outpace all the other
tanker terminals associated with North Sea oail.
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 I'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.
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February 21, 1977

RE: Basic Tax Information / Purpose and Authority

State Tax System

Personal Income Tax: Should stand-out as the single
most important revenue instrument in the state tax system
and should produce close to 25% of total state-local tax
revenues.

General Sales Tax: As the other major state tax it
should produce 20 to 257» of the total state-local tax revenue
without imposing an extraordinary burden on low income
families. Retail sales tax rests on the belief that
consumption is an appropriate basis on which to distribute
a substantial part of the state tax load.

Local Tax System
Property Tax: Provides 5 out of 6 local tax dollars.

In many states there are existing constitutional and
statutory restrictions on the taxing powers of local
governments in terms of specific rates or allowed rates
of increase, coupled with requirements for specific
referendum approval of proposed property tax levies.

The State Role

The state has a useful and significant coordinative
role to play in the administration of local income taxes
as well as in other non-property taxes. Income taxes are
preferable to sales and many other types of taxes because they
can be structured to distribute their burden in conformity
with ability to pay and with necessary regard to the tax-
payer's family obligations.

Income tax limitations for use at the local level:

frequently people live in one jurisdiction

and work in another.

people often supplement their wages and salaries
from local sources with investment and other
unearned income from other parts of the state;
however, local jurisdictions that now use these
taxes generally limit them to income from wages
and salaries, the type of income most easily
taxed.



DRAFT
May 24, 1977

Options for CRA Input on HB 219

A Justification for bill.

~Docunert 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
requlatory 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.

Does the Act accomplish its pupose? Ahet pow/ers are given to local units? Are
regional needs addressed? Is the role of (RAappropriate for it? Hw does the



Coastal Management bill (HB 322) affect HB 219, especially in terms of
local actors and pertinent issues? Does the proposed severance tax potentially
alter the role of HB 219?

Drafting.

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

Alternative means under existing law.

\What techniques presently exist for local and state authorities to plan and
pay for onshore developments related to QCS energy development. For example,
are special assessment bonds (A5 20.63.035) or special tax rates (4529.63.010)
or special tax zones (& 20.53405) useful in passing the additional costs of
development to the developer? WMII loans under the Coastal Energy Impact
Program be useful to local units,

. . Coa/c/,
Role of local zoning powers, especially Gfra-otmd use.



heating oil because of inadequate insulation in their houses.

The purpose of HB 219 is to compensate for the on-shore
impacts caused by the OCS development.

The State cannot force the Federal Government to furnish
such compensation. It can, however, require the companies
exploiting the OCS territory to pay for the on-shore impact
costs. The bill provides that the amount of uncompensated
impact is estimated and that this amount is the price of the

building permit for the on-shore facilities.



Draft - 2/25/77

H.B. 219

The Anchorage Times of February 16 reports Senator
Ted Stevens as saying that Congress has directed the Interior
Department to accelerate off-shore oil and gas leasing. Although
Alaska has teen successful in delaying the leasing of the
Outer Continental Shelf off it shores, it appears that the
honeymoon may be over and we may soon see an accelerated program
of leasing going on.

The Supreme Court has decided that all of the lands beyond
the 3-mile limit belong to the Federal Government. This means
that any revenues--severance taxes, royalties or other--will
go to the Federal Government. There is no provision for the
State to collect any revenue from this activity. 'Hie state
will, however, have impact on its shores because of the on-shore
facilities necessary to support the development.

An estimate by the President's office of Management and
Budget gives the impact cost for infra-governmental infra-structure
for the State of Alaska as 680 million dollars. A later
estimate by the Department of Community and Regional Affairs
is somewhat lower. Here the cost is estimated to be somewhat
over 400 million dollars. No legislation so far passed by
Congress or envisioned, will compensate the State on this order
of magnitude.

It is my belief that Alaskan taxpayers should not bear
the impact costs involved in OCS production so that persons
in other parts of the country may continue to run their air-

conditioners, drive their cars at 70 miles per hour or waste
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Larry Vavra— Union Oil Company

Data fex Collier Carbon:
*

Investment

Latest gross investment of old plant reported to tha State is
$63,012 million (undepreciated!.

Estimated cost of new plant is about $250 million.

Amounts paid to Kenai Borough

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

Employees

The "old" plant has about 130-140 regular employees. However/ in
anticipation of the new plant, completion, the workforce has risen
to about 200r the M3ded number being people in training phases.
I?’hen the new plant is operational, it is estimated that there will
be about 240 regular employees. - .

then Collier first came to Kenai, about half of the force was
hired locallly/%t2%$se others being transferred in from elsewhere be-
cause of a*scarcity of labor in the area possessing the appropriate

skills. Hence, some 60-70 employees were already in the general
area.

Of the some 70 people or >0 currently added to the regular work
force, some 85-90% of them are local people from the area and are
not "lower 48* transferees. It is Collier's policy to hire locally

as much as possible* and a training program has been going for somo
time. M

When the new plant is operational, Collier estimates the regular
employee work force will be around 240 poeple. Most of the added
personnel w ill be drawn from the local area.

In addition to regular employees, Collier has contractors who them-
selves hire workers to do the contract work. Currently, the number
of these workers range from a low of about 15 to as many as 300 when
the "turnaround" work is done annually, and which takes about a
month on a facility. However, even these additional contract
esgployees are hired locally and Collier estimates that some 65%

or more come from the immediate area .and 35% from the Anchorage
area. Very few come from outside Alaska,
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Offshore Qil Facility Siting on Kodiak
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COLLIER CARBON & CHEMICAL CORPORATION
JAPAN GAS-CHEMICAL COMPANY, INC.
ALA? CORPORATION

(AS '(3-25 as amended

THIS IS TO CERTIFY THAT pursuant to AS '13-25 and AS

''20(a) (12) j the Commissioner of Economic Development,
for the State of Alaska, has determined that the urea and
ammonia plant and related facilities proposed and being built
in the Cook Inlet area by the Collier Carbon and Chemical
Corporation (hereafter sometimes referred to as "Collier*' or
as one of the "applicants") and Japan Gas-Chemical Company,
Tnc. (hereafter sometimes referred to as "Japan Gas" or as
one of the "applicants") and Alap Corporation (hereafter some-
times referred to as "Alap" or as one of the "applicants") is
an "eligible business", manufacturing a product as defined in
AS '(3.25.160(a)(1) and that said applicants be and are hereby
granted a tax exemption with the terms and conditions set

forth below:

A. Those facilities and propertl.es of the aforesaid

applicants upon which this exemption is granted are those
described in the application and which are located near Kenai,
Alaska, on the Cook Inlet, consisting of:
1. Th-. land on which the urea and ammonia plant
and related industrial facilities.are constructed.
2. The urea and ammonia plants, storage tanks,
dock (wharf) facilities, plant and loading lines,
and other attendant plant facilities and improve-

ments, arid personal property.



3. Related facilities located at the plant site
include, but are not limited to, the following items:

(a) The furniture, office equipment, and
machinery used in the administration of the
exempt business.

(b) Administration building and control
laboratory.

(c) Shop and warehouse combination buildings.

(d) Equipment and machinery used in the
maintenance and transportation facilities, in-
cluding but not limited to, automobiles, trucks,
buses, graders, dozers, fork lift, payloaders
and cranes and watercraft.

(e) Equipment arid machinery owned by the
applicants and not leased or under* a lease option
contract which are used in connection with the
supplying of utility services similar to that
supplied by a public utility. Included among
these items, but not necessarily limited thereto,
are:

(i) Natural gas distribution, including
spur pipelines and equipment, running from the
plant premises to trunk gas pipelines from
which gas is supplied to the plant premises.

(ii) Electric power generation with
building and distribution system.

(iii) Raw water distribution and supply
system including water wells with pump houses,
whether located on or off the plant premises,

and iron removal system with building.



(iv) Cooling water distribution and
supply system including cooling tower and
pump house.

(v) Steam generation and distribution
facility including condensate system.

(vi) Boiler feed water treating system
with building including facilities for in-
strument air, utility air and inert gas
generation.

(vii) Equipment, machinery, piping, used
in the treatment and distribution of waste
m aterial and to pollution control, including
but not Ilimited to:

(1) Sepllc tanks.

(2) Waste water disposal system
dncluding pump house, chemical treatment
with building, and retention pond, and
including deep wells, and related piping
and facilities in connection therewith.

(f) Equipment, machinery or supplies used
for communication, which are owned by the appli-
cants and not leased or under lease with an option
to purchase and are located on the premises of the
exempted plant, including but not limited to:

(i) 'elephonlc, tele graphie, teletype
Oor microwave systems.

(ii) Radio communication systems.

(iii) Firefighting and safety equipment.

(iv) Fencing.

(v) Security stations and equipment.
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Those facilities and property considered for exemption
purposes in this certificate, including those specifically set
forth above, are only those which in fact actually meet the
definition of "property devoted to industrial development" as
defined in AS »3.25.150(a) (11).

B. Propei-ty not deemed to be a part of the described
property is:

1. Except as elsewhere noted herein, any property
not located or based at or on the plant premises.

2. Any residence or living quarters, except those
living quarters or facilities not constituting a
permanent residence, which are located on the plant
premises for the convenience of employees while in
the course of performing their o fficial duties, such
as watchmen.

3. Commissaries, except that food items may be
made available to employees on the plant premises for
consumption during their hours of work. Any equipment
used In connection therewith shall be deemed to not
constitute commissary.

h. Vehicles, vessels and aircraft which are used
away from the plant premises are not exempt from
taxation,except the vessels used exclusively for
water testing and line handling.

5. AIll facilities and appurtenant machinery per-
taining to or used in connection with the supplying
of utility services for other than the applicants'
exclusive use. However, in the case of emergency,
such as a power failure temporary use of such

facilities for others than the applicants w ill not
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make that property taxable or put the applicants in vi-
olation of this exemption certificate. Temporary means
not more than 72 hours. For any use longer than that
permission of the Commissioner of Economic Development,
or his delegate, shall be obtained if the applicants
are not to be in violation of this certificate.

8. Docking facilities - See paragraph Mo. C
which follows:

C. If the trestle and wharf facility of the exempted
business subject to this certificate is used in connection with
the transportation of items not produced by or used in the oper-
ations of the exempted business, a portion of the value of such
facility shall be deemed to be non-exempt property, as hereafter
determined, to the extent such facility is used in connection
with the transportation of items not produced by or used in the
operations of the exempted business.

The percentage of use of the trestle and wharf facility
in connection with the transportation of products not produced
by or used in the operations of the exempted business shall, for
any year covered by this certificate, except the first year
(1969) and the last year (1978) of the exemption, be determined
by computing the percentage of total tonnage during the pre-
ceding year of items transported across tho trestle and wharf
facility which represent products not produced or used in the
exempted business. That percentage of the total value of the
trestle and wharf facility shall be subject to taxation by
political subdivisions who, under state law, could 3cvy taxes on
that property. ~n valuing the property AS 29-10.398 shall be
followed. (For example, if tho facility were used 50/' for non-
exempt purposes in 1989, then 50£ of the value of that facility
on January 1, 1970 would be subject to property taxes in 1970

and would not be considered to be tax exempt.)

/!
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For the calendar year 1969, the percentage of use shall
be deemed to be 15 percent.

In the last year of the exemption (1978) the same
formula used for years 2 through 9, as explained above shall 1 be
followed except that the period used to compute total tonnage
and the percentage of non-exempt use shall consist of the 9th
year tonnage plus the tonnage of each month of the 10th year
which ends prior to the date the tax roll is certified.

The applicants shall prepare and submit annually to the
Assessor of the Kenai Peninsula Borough a determination of the
percentage of use, as provided herein, for any period to which
this certificate applies, starting wilh the calendar year 1969*
Such determination for each of the years 1969 through 1977 shall
be submitted at or prior to the time the property tax returns
are filed within the Kenai Peninsula Borough (including any ex-
tension of time for filing such returns). Tonnage figures ori
use during the months of 1978 'the last year under this exemp-
tion) to be used in computing the percentage of non-exempt use
for that year shall be furnished by the applicants to the
Borough Assessor not later than the 5th day of the month in
which the tax roll will be certified. Notice of that date shall

be furnished to applicants by the Borough.

D. The applicant shall be exempt from the following

taxes presently or hereafter levied or imposed upon the pro-
perty defined in paragraph A, or the receipts therefrom:

1. All ad valorem taxes on real or personal pro-
perty which may be imposed by the State, borough or
other political subdivision or taxing jurisdiction.

2. Al sales and use taxes and taxes measured by
sales or profits on sales levied by the State, borough
or other political subdivisions or taxing jurisdictions

in the State.



1 3> AIll franchise taxes levied by the State in

* excess of $1,000 per year and all franchise taxes
° levied by the borough or other political subdivisions
4 or taxing jurisdictions in the State.
> . All business receipt trxes and business
¢ licenses levied by the State, borough or other
! political subdivisions or taxing jurisdictions.
0 5. All. income taxes levied by the State,
° borough or other political subdivisions or taxing
10
jurisdictions.
1
" E. The tax exemption granted in this certificate
13 shall apply, .re to, and be transferred to the benefit of:
14 UNION OIL COMPANY OF CALIFORNIA. In the event
13 of a complete liguidation of COLLIER in which all of the assets
" owned by COLLIER in the exempted business are transferred to
17 UNION as part of a distribution in complete cancellation or
IS redemption of all of Collier's shares of stock owned by

19 UNION, and

20 To p-. Subsidiary American Corporation of Japan

yal Gas which is 100# owned by Japan Gas, and which subsidiary is
2 the transferee of all of the assets owned by j~pan Gas in the
23 exempted business.

24 Any of the transfers described above which occur before
23 the expiration of the period for which the exemption is granted
26 shall not extend the period for which any exemption from taxes
27 is granted. The transfer of rights under this numbered para-
23 graph will be valid only if the transferees, Union Oil or the

29 Subsidiary of Japan Gas, notify the Department of Economic

Development within thirty days after the transfer has taken

31 . . I .
place. Such notice to be in writing by registered letter.

In the event of transfer, the transferee shall be subject to

ADrpws
MvXvp
\\\ X



all restrictions and requirements of this exemption certificate,
together with any amendments which nay be added from time to
time.

A transfer under this numbered, paragraph shall not
relieve the applicants cr ""heir successors from the statutory
require, eits of AS 13.25-020 and .030.

F. The exemptions referred to in paragraph D shall
be for a period of ten years commencing January 1, 1969, but
these exemptions may be terminated sooner under any provision
contained in paragraph K of this certificate.

C- Only tho?e exemptions from taxes specified in this
certificate are granted to the applicatns.

H. The applicants shall make all reports required by
the Alaska Industrial Incentive Act oi* provided for hereafter
or that the Commissioner may from time to time request pertain-
ing to the exempt property. A copy of all reports made to
other Alaska State Departments or agencies under the Industrial
Incentive Act shall be sent to the Commissioner of Economic
Development or other State o fficial subsequently administering
the Industrial Incentive Act.

l. All income tax returns and other tax returns re-
quired to be filed with the Department of Revenue or other
departments shall be complied with as though no exemption
existed and copies of all returns shall be furnished to the
Commissioner of Economic Development on their due dates, in-
cluding any extension of time granted by the department whose
tax returns are involved. The applicants shall indicate on
or attached to the returns what portion of the receipts, in-
come and expenses are derived from the exempt property as

defined in paragraph A and may si ow on the returns the amount
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The fact that an applicant may be included as a member
of a consolidated group v:hich files a consolidated income tax
return with the State of Alaska shall not operate to deny the
exemption from Alaska income taxes granted herein to any such
applicant. However, if consolidated returns are filed the
amount of the tax credit granted shall be only that amount that
would be allowed if separate returns had been filed. For
example, the exempted business may have a not income for tax
purposes (computed as if no exemption existed) of $100,000 and
a tax of $8,370. Whereas, a consolidated return showing
$1,000,000 in taxable income would have a tax of, say, $93>000.
(Part of its tax being in a higher tax rate classification.)
The amount of tax credit claimed on the consolidated return
would be $8,370 and not the amount of tax arising on $10',000
income if it were computed as coming off the top at the higher
tax rate. (Note: The Income and tax figures used in this
paragraph are hypothetical. Actual figures would have to be
used in each instance.)

J. Only those items of income and/or expenses of the
applicants which are necessary to the operation of the tax
exempt business referred to above may be charged to the exempt
business. Operation of a store or stores (inventory) depart-
ment which makes sales to employees or third persons shall
not be deemed to be necessary to the operation of the exempt
busaness.

K. The above described exemptions may be revoked by
the Commissioner of Economic Development or other State
o fficial charged with administering the Industrial Incentive
Act fr any one or more of tho following reasons:

1. Any violation of or failure by one or more

applicants to comply with, the industrial Incentive Act.
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2. Any violation of or failure by one or r.ore
of the applicant? to comply with this exemption
certificate.

3- Any failure by one or more of the applicants
to timely pay ary State or borough or city license
fee or tax not exempt under this certificate.

A. Any failure of one or more of the jplicants
to timely nano any payment to the State, borough or
other political subdivision on any agreement.

5- Any failure of one or more of the applicants
to comply with the State’'s oil and gas conservation
regulations.

In the event of any violation or failure by any of
the applicants to comply with I, 2, 3, A>or 5 above, the
State or political subdivision shall give the applicant or
applicants 30 days' notice by registered mail to the appli-
cant's plant o* their registered agent or agents in which to
cure the defect, and if tho applicant or applicants cure the
defect within the 30 day period, tho exemption shall not be
revoked for that violation.

In tho event of a good faith dispute existing as to
whether a violation of 1, 2, 3, *1, or 5 has occurred and is
being contested in a court of law, the applicant shall have
30 days after the final order by the court of competent
jurisdiction in which to cure the defect, except where
revocation is mandatory under the Industrial Incentive Act.
However, when a revocation occurs, its effective date shall
be that specified by AS A3.25.060. Nothing herein shall
operate to deny an applicant the right to appeal adverse

decisions as orovided in the Industrial Incentive Act.

ve-Vv.
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DATED this aa.S "

Juneau, Alaska.

Approved as to form:

G. KENT EDWARDS
ATTORNEY GENERAL

Vernon L. Snow
Assistant Attorney

*

.
day of ////?.,..,,/C , 19G9, at

FRANK H. MURKOWSKI
COMMISSIONER
DEPARTMENT OF ECONOMIC DEVELOPMENT

General



EXHIBIT |

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

% Increase % Increase

1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1961-1970 1961-1974
Dtal Civilian Work Force 2,512 3,123 3,274 3,318 2,914 3,883 5,415 6,475 6,262 5,560 5,508 5, 967 5,748 6,179 121% 146%
Total Employment 2,102 2,664 2,723 2,830 2,510 3,383 4,936 5,892 5,510 4,745 4,594 5,022 4,831 5,375 126% 156%
Total Unemployment 459 551 488 404 500 479 583 752 914 945 917 970 99%6 137%%
an-agricultural wage and (% r> 1,284 1,322 1,397 1,754 2,462 3,677 4, 153 3,576 3,454 3,822 4,049 4,487 273% 367%
ilary employment
Mining (TT) 169 159 179 212 415 915 (AT 099") 966 652 525 528 560 503 321%
Contract Construction qE) 94 99 128 259 kk 821 GJ—Z:) 736 354 398 433 343 141 521%
Manufacturing 138 198 236 266 265 258 260 333 482 = 524 553 629 716 322% 419%
Transportation, communi- 90 104 94 107 124 141 306 267 273 293 254 280 296 404 226% 349%
cations and wutilities
Trade 113 134 152 151 219 303 357 432 528 507 466 502 507 627 349%
Finance, insurance and 27 34 44 kk kk kk kk o kk kk kk 79 81 90
real estate
Services 86 154 135 kk 180 263 334 401 364 339 338 446 596 671 294% 680%
Miscellaneous * k k k i.k kk kk *x kk k"% kk 55 90 88 *k
Government f o2g9xT'\ 397 403 386 445 595 011 TED 701 751 873 946 947 947 1554 2990

AServices and miscellaneous aggregated
**Withheld to comply with disclosure regulations



Rate. of Permit
%ee $%.0 Million

&%m$mk
(r)n_ll%lgﬁ D amm
g 9/?[“8 o % nil-
|h%.%t0 A 150000
?/H%over 2 million
C 3w to 5mil-
2701 to 20 mil-

Pj)over 20 mill ion =

VALUATION

$00 Million $1000 Million $000 Million

$250,000 $560,000 $2,650,000
37500 975,000 3,975,000
430,000 1,230,000 5,250,000

Pr.mit Fees under G5 HB219, Section 41.45.030(b) 1)
Calculated by Department of Community and Regional Affairs

$1.000 Million

$5,150,000

77500,

10,250,000
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OL INDBTRY BVHOMENT IN SSOTLAND

TAULU5.6 CHANGES INOIL INDUSTRY EMPLOYMENT, MARCH 1973--DECEMBER 1974

Mar. 73 Jun. 73 Sep. 73 " Mar. 74 Jul. 74 Oct. 74 Decr74
Inverness and Raster Ross,* 1840 1 1795 2 040 3 205 4 175 4 375 3520 / 4 025
Remainder of Highland®
and Islands 50 | 65 50 85 395 930 1365 1565
North East 1410 2 305 2 305b 3731 4 065 4715 549/ 6 925
Tayside 25 35 95 135 150 280 476 765
Last Central3 665 / 770 910 975 1815 2530 2 43) 2 0811
West Central0 110 / 170 2-0 480 675 785 85S 870
Total V 4toy 5140 5650 8610 11275 13615 14 14(1 16 230
w

a. last Central set]nivaleni to the liith of forth icgimt as deserilied in Chapter 6.

D. No Iresli figure was published for this quarter, therefore previous total has hocn
carried forward.

c. “lie 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.

JLIE Hutcheson, MicGregor and Hog, Alexander, Scotland and Oil, 195



Mr. Keith Arnold

Assistant Manager

Alaska O il and Gas Association
308 G Street/ Suite 217
Anchorage/ Alaska 99501

Dear Mr. Arnold:

The enclosed paper describes the approach used to derive the
direct employment estimates for Alaskan OCS development under-
lying the figures cited in the Coastal Zone Management
Newsletter enclosed in your letter of January 21.

We do not consider the figures quoted in the Newsletter to be
valid estimates of the expected impacts in Alaska 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 upon deliberately
pessimistic assumptions. It would then be possible, despite
the great uncertainties, to credibly say that the likelihood

of even more severe impacts would be negligible.

The estimates, therefore, were deliberately biased upwards at
several stages in the analysis in order to produce an "upper
limit" or "worst case"” estimate. Some of the major sources
of bias are:

The leasing scenario used was the OCS planning schedule
which was later published in June of 1975. It was
recognized as a very ambitious and optimistic schedule
for Alaska. Actual leasing in Alaska is likely 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 "permanent" direct
employment.

The development scenario following each lease sale
assumed very rapid exploration and development.

It was assumed that all direct employment in every
affected Alaskan region will be of people new to that
region. This is clearly unrealistic.



2

The paper calculated a peak direct employment of 19,200 and a
permanent direct employment of 8,100 resulting from the OCS
development scenario examined. In order to arrive at a total
population increase figure and a total infrastructure cost
figure, the following steps were taken:

- The peak and permanent direct employment were averaged,
giving 13,650. It was assumed that public infrastructure
needs would be based on this volume of direct employment.

- It was assumed that all direct employment was by people
new to the Alaskan areas in question.

- This direct employment of new residents was multiplied
by a direct to total employment multiplier of 2.75 and
a total employment to population multiplier of 2.5,
giving a total additional population of 94,185.

- The total infrastructure cost was derived from this
population figure by using $7,250 per capita.

It is unfortunate that these figures are receiving a wide
circulation which characterizes them as OVMD projections of
future OCS impacts in Alaska. Their purpose was not to project
the most likely future, but rather to show that, even when
unrealistically pessimistic assumptions are used in the
analysis, the calculated impacts are manageable.

| believe that the paper and the further steps described above
are self-explanatory. However, if you have any further ques-
tions about the analysis, we will be glad to address them.

Donald E. Crabill
Deputy Associate Director
for Natural Resources

Enclosure
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The following package describes the bases for our estimates
of OCS onshore impacts. Attachment 1 is a description of.
The ‘approaches'used in "making "the e'stimates.” 'Attachment"2
'Se'Scribe's 'ouirbwrF!'a"naTysis* to prodUde-‘arr -upper “i‘frnit rest'imate
of direct employment impact. Attachment 3 includes a paper
on Alaska impacts and Atlantic impacts describing the con-

clusions- of existing impact studies on those areas. Attach-
ment 4 is a summary of conclusions which can be drawn from
North Sea' (Scottish) experience. .

The impact estimates finally derived from these analyses —
are basically the direct employment figures of Attachment 2
blown-up_by multipliers to get total employment including
induced employment and total population. The multipliers
were taken from the earlier impact studies. o
The resulting estimates should be treated as order-of-magni-
tude estimates which are deliberately biased toward the
high’ side. Uncertainties about how much oil w ill be found,
where, and over what time period are vary large. Additional
uncertainties exist about the response of local economies
to the temporary influx of exploration and development
workers. .

Induced employment and population in short-term boom situa-
tions are likely to be less than the induced employment and
population which would eventually result if the boom level
of activity were to continue indefinitely. However, the

m ultipliers used here are those usually considered suitable
for estimating long-term equilibrium results, so they bias
the peak employment period results toward the high side.

Another source of uncertainty in Alaska is the unknown
decree to which companies during the exploration and dev-
elopment phases w ill provide facilities and services for
their employees because they are about totally absent in
the local economy.



METHODOLOGY OF IMPACT ESTIMATIONS

-Two approaches used

Two approaches to impact estimates were taken:

1. In the papers "Alaska Impacts,” "Atlantic Impacts,” and
"California Impacts,” existing impact studies pertaining
me to specific OCS areas were reviewed and estimates were

derived from them. These studies estimate direct employ-
ment based upon assumed levels of production and apply

m ultiplier factors to obtain total number of "new
residents. '
2. In the paper "Estimates of OCS Employment Impacts,”

estimated acreages to be leased under the.planning
schedule along with assumptions about exploration and
development rates and percentage of exploratory success
were converted into primary employment using unit
employment estimates furnished by the National Ocean
Industries Association. Production phase employment
was derived using those unit employment estimates .and
production assumptions from the Project Independence
Report. Estimates are shown both for total direct
employment and new residents directly employed, with
the latter based on Gulf of Mexico experience.

M ultipliers to derive indirect employment and total new
population were not used in this approach because the
base conditions differ so significantly area by area,
and the number of uncertainties in the projections make
it almost impossible to derive a general multiplier
that would be considered valid.

Defects of each approach

The estimates based on the production level approach suffer
from several defects:

- The exploration activity and, to a lesser extent, the
developme .t activity associated with a given production
level are not determinate. Since the exploration and
development phases arc the peak employment period, the
uncertainties about peak employment arc both large and
ill defined.

- Under this approach, tho exploration and development
employment (the peak employment) is derived by
extrapolating back in time from an assumed production
level in some given future year. However, the time
schedule and volume of leasing actually determine the
exploration, and to some degree, the development employ-
ment levels and timing because of the fixed time period
after lease issuance in which exploration must occur to
avoid forfeiture of the tract.



rThe'total direct employment is assumed to be the appro-
-d~priate base~for~calculating-the-total population- increase-
-- due to OCS activities, even though a large percentage of
direct employees (particularly during the production
phase) w ill not be new residents of the locality.

The estimates based on the leasing level approach also suffer
from defects:

a-since they assume exploration and development to occur at

— very rapid rates after leasing, the peak employment esti-

mates are probably upper lim it estimates rather than most
--likely estimates....nn.. -

- The development employment assumptions are based on Gulf
of Mexico exploratory success rates and development
drilling rates; therefore the corresponding employment
figures for new areas are subject to substantial
uncertainty, although that uncertainty is not likely to
result in the peak employment estimate being substantially
exceeded.

- The production phase employment is based upon production
level estimates which are highly uncertain.

- Production phase employment includes employment in
platform operations which is derived from acres leased
plus Gulf of Mexico exploration and development experience.
This platform operation employment may not be consistent
with Project Independence Report production estimates.

Comparison of results

Total direct employment at its peak is substantially larger
when estimated by the leasing level approach than in the
available studies using the production level approach. This
is to be expected since the assumptions in the leasing level
approach were selected tc produce upper-1imit estimates.
However, the size of the discrepancy, a factor of 3 to 13,
suggests that the production level approach studies do under-
estimate the total direct employment during the exploration
phase.

Total direct employment during tho production phase is
generally similar in the two approaches, except in Alaska.

In the case of Alaska, tho platform operation employment esti-
mate in the leasing level approach probably im plicitly assumes
substantially higher production than does either the Project
Independence Report or the impact study based on the production
level approach.



. Attachment No. _..2.

mESTIMATES -OF PCS--EMPLOYMENT IMPACTS —
Estimates were made of jOCS .employment impacts using the following
assumptions:
"Sale e Tracts Sold
Alaska n-75 _ _:;'r 1P _i.:305._~ |
Alaska 4-76 R,
Alaska 12-76 "] 305 '
v Alaska 9-77 305
Alaska 10-77 174
Alaska 7-78 _ - 174
Alaska 9-78 87
Pacific Coast 9-75 174
Pacific Coast 9-76 174
Pacific Coast 5-77 87
Pacific Coast 2-78 87
Culf of Mexico 2-76 69
Gulf of Mexico02-77 260
North Atlantic 8-76 260
North Atlantic 12-77 260
Middle Atlantic 5-76 305
Middle Atlantic 7-77 * 305
South Atlantic 10-76 260
South Atlantic 5-78 260
It was assumed that hesc tracts were explored and developed in the
following percentages based on Gulf of Mexico historical information:
Alaska ATl other areas
[Indrilled and relinquished in primary 25 _ 25
term
Undrilled but extended byunitization 25 10
Drilled and productive 25 32.5
Drilled and unproductive 25 32.5
All exploratory drilling done.in 1stthrough 5th years following
sale, year at rate of 2.wells/tract drilled
Mobile rig field definition drilling done in 2nd through 6th years,
after sale at 5 wells per tract with discoveryyv



,drilling dona,

assumed that

Report level for the

of the areas in

employment, given the

he discovered and

-1 platform installed-per producti.ve tracts.Platform
in 4th through 8th years after sale
For each of the three Atlantic areas in turn it was
the following production resulted:
Millions of barrels
Year annually
1978 17
1979 m4
1980 51
1981 79
1982 107
1983 135
1984 163
1985 190
This level corresponds to the Project Independence
entire Atlantic 0CS. It was allocated in turn to each
order to provide an upper limit estimate of direct
very great uncertainty about what reserves might
developed in each area by 1985,
The assumed production for other OCS areas above 1976
Oil, millions of barrels annually
Gulf of
e Year Mexico Alaska
1977 19 0
1978 56 0
1979 94 0
1980 132 0
1981 174 32
1982 216 64
1983 258 96
1984 300 128
1985 343 161
Table 1 gives the estimated total employment per unit
and the number of employees which are both new to the

residing

locally.

production levels:

Pacific

9

49
90
130
179
*232
283
334
385

of OCS activity
area and are
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Facility

mExploratory rig

Development rig

Platform.producti
Onshore operation
Onshore office If
Gas processing pl
Pipeline shore te

-0 U

on operations

s base 2/

ant 3/
rminal 2/

Service support 4/

1/ Per platform.

2/ Per 200 K BOPD
3/ Per 300 K MCFD.

ftf Per 10 to 20 r

igs serve

Table 2 shows the maximum to

Atlantic 0CS area u

similar estimates -for new

Tables 4 and 5 show

1977
1978 .
1979
1980
1981
1982
1983
1984
1985
1986
1987

sing the

similar

North
Atlantic

1,200
2,500
4,000
6,800
8,400
7,800
7,300
6,500
4,400
3,400
3,400

d

tal e
above

0o.'i-m d j

Table 1

Total

Employment

JL13

65

| f 16
136

42

21

17

143

mployment calculated

assumptions.

residents employed in

information for the

Total

Table 2
employment

Middle
Atlantic

1,400
2,900
4,700
7,900
9,800
9,000
8,200
7,200
4,600
3,400
3,400

Table

New Resident
Employed

45
37

1

25

26
-8
4

. 53

in turn for
3 shows the

0CS activities.-

other

0CS areas.

South

gach

Atlantic

1,200
1,300
4,000
5,300
7,200
7,600
8,300
6,200
5,600
4,400
3,400
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New residents employed

*-t North U Middle South

Atlantic Atlantic Atlantic
1977 500 ---—- 600 500
1978 1,000 1,200 500
1979 1,600 1,900 1,600
1980 2,900 3,400 2,300
1981 - 3,700 4,300 3,000
1982 3,200 3,800 3,200
1983 2,800 3,300 3,300 T
1984 2,300 2,600 2,300 r.
1985 1,100 1,200 1,600
1986 400 400 1,100
1987 400 400 400

Table 4
Total employment .

Gulf of Washington, Oregon,

Mexico and California Alaska
1977 500 2,100 1,300
1978 3,100 3,200 4,300
1979 5,400 4,700 7,400
1980 6,000 6.000 16,100
1981 8,300 6,200 19,800
1982 8,500 5,600 15,500
1983 6,800 5,100 19,200
1984 5,100 4500 13,800
1985 5,300 3,800 10,700
1986 3,800 3,700 9,300
1987 3,800 3,400 8,100

M AwA AT v " e
T WAt %o VLY A T sy sty



- e Table 5 - = o -
New residents employed

- - —

Gulf of Washington, Oregon,
Mexico and California Alaska
-"1977 200 800 500
’ 1978 1,200 1,300 1,700
---1979 e —- 2,100 2,000 3,000
- 1980 2,500 2,500 - 6,700
- 1981 m 3,600 2,600 8,300
- 1982 3,500 --2,200 6,600
1983 2,600 1,900 8,600
<-1984 _ 1,700 1,700 5,000
1985 1,600 9c0 3,100
1986 500 700 2,100
- 1987 500 500 : 1,100

No estimate was included above for refinery employment because total
refiner}" capacity needed is dependent on domestic consumption levels

rather than upon the availability of domestic crude oil. Refinery
capacity will be built; it will process 0CS crude if it is available and
foreign crude if 0OCS crude is not available. Table G shows the direct

employment for processing the estimated OCS production.
Table 6

Refining incremental OCS production 1985
(Above 1970 base)

Annual crude oil Al
Area consumed (M bbls.) employees
Gulf of Mexico . .. 343 . 8,100 - *
e "Alaska 161 3,800
Pacific . 385 9,100
Atlantic 190 4,500
1,079 25,500

Existing refinery capacity used for processing foreign crude already (as
of June 1974) equals or exceeds the estimated incremental OCS production
in the Eastern region for Atlantic production and in the South for Gulf
of Mexico production. The Pacific Coast and Alaskan OCS crude production
estimate for 1985 is substantially greater than the present capacity-in
the West which is processing foreign crude. This may mean that crude
from the Pacific and Alaskan OCR would be processed in new refinery



capacity in the'West which in the’ ab"serice~of 0CS'crude would be located
elsewhere in the country and utilize .foreign crude. Alternatively
western 0CS crude in excess of the region's needs might be transported
to other regions in wunrefined fo?:m. In any event, Alaskan 0CS crude is
not likely to be refined in Alaska. Table 7 shows these comparisons,.

Table 7

Refinery capacity
Incremental Using (K bbls./day)_

0CS production foreign Annual rate
Refinery region estimate, 1985 crude Total Total of (%)
(0CS area) (K bbls./day) 6-7A 6-74 3-75 change
South (Gulf of Mexico) 940 942 5,?75 6,223 24.7
West (Pacific & Alaska) 1,496 894 1,996 2,303 21.0
East (Atlantic) 521 1,325 1,519 1,760 21.7
Increased refinery capacity will probably be achieved largely by adding

capacity to existing refineries rather than building new refineries from
the grass roots up. Existing capacity increased very substantially
between 6-74 and 3-75 without any significant additions of grass roots
capacity. This will minimize fiscal impacts since existing refineries
are largely in or very near urbanized areas so that refinery employees
and their households are a negligible part of the local population.

Construction employment: estimates have not been included for the following
reasons:

- Mobile rigs will probably continue to be built in shipyards now in
that business. Any additions to capacity are likely to be where
there are already harbor and shipyard facilities. Such areas arc

usually already urbanized.

- Platform construction is also likely to he located where there are
major harbor and shipyard facilities. (One possible rural site has
been identified across the. mouth of Chesapeake Bay from Norfolk.)
Some of these areas, such as Boston, already have significant
problems of unemployment and excess facilities that are not merely
short term consequences of current economic conditions.

Conclusion

The employment figures summarized in Tahle 8 below arc probhably the
maximum or upper limit direct employment impacts that will result from
0CS exploration and development. They assume, very rapid exploration

and development. Using total direct employment figures as a measure of
fiscal impact on coastal jurisdictions implicitly assumes that all direct,
employees are new residents. The figures in Tabic 9 summarizes estimates
of new residents resulting from OCS exploration and development. They



are largely based on Lowuisiana experience but there is no reason to
suppose that experience'elsewhere®will be drastically different except in
Alaska. . In Alaska the remoteness of the areas of exploration and
potential development from all but the smallest of villages will
probably mean that practically all employees in the exploration and

development phases probably w ill be brought-in from outside by the oil
companies and will be housed, both on and off duty, in substantially
self-contained company facilities. For this reason impacts on local

governments during the peak exploration and development period are
likely to be Jess than the figures on new residents would indicate.
Table 8

Maximum total employment from
incremental OCS activities

leak development Production
Area period period
North Atlantic 8,400 3.400 I}
Middle Atlantic 9,800 3.400 1/
South Atlantic 8,300 3.400 1/
Gulf of Mexico 8,500 3,800 ”
Pacific Coast 6,200 3,400
Alaska 19,800 8,100
Table 9

Estimated new residents employed in
incremental. OCS activities

Peak development Production
Area period period
North Atlantic 3,700 400 1/
Middle Atlantic 4.300 400 1/
South Atlantic 3.300 -7-400 1/
Gulf of Mexico 3.600 500
Pacific Coast 2.600 500
Alaska 8,600 2/ 1,100 2/

1/ This figure is tho total for the Atlantic-region as a whole but is shown
against each sub-region (as an uppor-Ilimit estimate for the sub-region)
in the absence of in allocation of the Project Independence report
production estimate among sub-regions.

2/ These are the calculated figures for Alaska using Gulf of Mexico
experience. They are considered unrealistically small for the reasons-
described in the text above.



Atlantic Coastal State Population Projections 1/

(Thousands)

1975 1985
Maine 1,005 1,081
New Hampshire 765 861
M assachusetts 5,664 6,219
Rhode Island 931 989
Connecticut 3,254 3,713
New York 19,776 21,688
New Jersey 7,805 8,893
Delaware 589 685
Maryland 4,155 4,801
Virginia 5,027 5,640
North Carolina 5,394 5,902
South Carolina 2,765 3,035
Georgia 4,933 5,477
Florida 7,275 9,012

69,338 77,996

1/ 1ID Series
1975 to 1985 growth is 8,658,000 persons

New infrastructure capital at $5,000 per
person is $43.29B

OCS related infrastructure at $100 to $250M
is 1/4 to 1/2 percent of total requirements



Alaska Impacts

Reports from and discussions with Mathematical Sciences

Ii\lnorm\éveétuﬂa\é% R[gglggl.t out the following points about im)Pacts

0 1970 populations of the most likely towns for develop-

ment were:
Cordova 1,164
Kodiak 3,798
Seward 1,587
W hittier 130
Yakutat 190 (A Tlingit Village)

The total 1970 population of the five census divisions
encompassing these towns was 18,857 which includes
3052 (16%) military.

At a production level of 700,000 BPD by 1985, OCS
primary employment is.expected to peak in 1980 at
1500 and drop to 900 in 1985. OCS secondary employment
will also peak in 1980 at 2800 and drop to 1600 in 1985.

Total OCS-induced population will peak in 1980 at
8400 and drop to 5100 in 1985.

With petrochemical and LNG development in addition,
the population would peak in 1981 at 12,700 and drop
to 6500 in 1985.

Most of the platform construction and fabrication
will take place outside of Alaska in Japan, California,
or the Northwest.

On-site facilities construction will be limited to
the summer season (May Sept).

Virtually all increased employment represents either
an inter-state or inter-region population shift.

With the exception of Kodiak, these areas are 100%

rural and generally have higher than State average
incidences of Alaskan native population, percent

of families with incomes under poverty level, unemployment
and substandard housing.

There are substantial needs for roads, water and sewage
treatment, and airport and seaport improvements if the
OCS is developed.



Although the capital cost of the public infrastructure
needed in the Gulf of Alaska because of OCS development
has not yet been detailed, the estimated total cost
should- -be -Less.-than.. JjtxOM (about $6250 per capita)
without LNG and petrochemical development and less

than $80M with them.

Additional annual local operating expenditures, exclusive
of Federal contribution, would be about $M ($500

per capita) at the population peak without LNG and
petrochemical development and $6M with them.

On shore capital investment in the Gulf by the oil
companies is estimated to run $80-100M without LNG
and petrochemical development. Annual property taxes
for on-shore oil facilities would be about $2M with-
out LNG and petrochemical development and $14M with
them.

"If the Federal Government collected 12.5% royalty on

a $10.00/bbl wellhead price and shared this revenue
with the State of Alaska, revenue which in ~n would
be expended in the State, the resulting economic
impacts would be greater than the total direct and
indirect wage effect.” (A 25% State share of Federal
royalties on projected Alaskan production in 1985 would
be $67M, while total wages would only be$45M.)
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Alaskan OCS Employment 6 Population Impacts*

Gulfrof Alaska OCS only

1976 1977 1978 1979 1980
Primary Employment 291 622 936 1,250 1,436
Induced Employment 541 1,157 1,741 2,325 2,764
Total Employment i 832 1,779 2,677 3,575 4,250
Primary Population .'*529 1,167 1,866 2,36132 2,805

! i '«
Induced Population 1,104 2,360 3,552 4,743 5,639
1

Total Population 3-,633 3,52.7 5,418 .7,105 8,444

*

i
Mathematical

Study of Oil
information,

Related Activities
Gulf, of Alaska Operators Committee.

Assumes 700,000 BPD by 1985.

1981" 1982
1,440 1,191
2,678 2,215
4,118 3,406
2,745 2,286
5,463 4,5.19
8,208 6,805!I

Sciences Northwest Preliminary draft of M\ Social
in the Gulf of Alaska (April 4,

o o _ole

1983
940

1,748

2,688’

1,828

3,566

5,394

6 Economic
1975).

1" . e ~fe

I =™
1984/ <1985

951 ' «:J586
£ T™m
] o<
1,769°’1";)548
T
11
2.720:2°534
v b
1,875! X:786
% L
o
3,609 31362
Irt:
>
5,484 $:i48
i
ff'|
Impact:;'/

Proprietary

i3
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Alaskan Employment 5 Population
mof Petrochemical

Impacts

and LNG Development *

1976 1977 1973 1979 1930 1981 1982 'm1983
Primary Employment 550 800 550 ; 235
« o |
* o .|
Induced Employment 1,023 1,483 1,023 .'437
o
Total Employment 1,573 2,288 1,573 t,672
Primary Population 994 1,446 994 479
=
Induced Population 2,087 3,036 2,087 891
i
Total Population 3,081 4,482 3,0811,370
Total population,
OCS plus petro-
chemical ( LNG 11,525 12,690 9,886 6,764

* Mathematical

Sciences Northwest.(4-4-75) (for Gulf of Alaska OCS only)

1984
235

437

67N

479

891

1,370!

6,854!



California Impacts

Los Angeles County*s®study; of DCS impacts pan. 31, 1975)

made the following statements.-which consistent ¢ --- -
with the recent studies by Rand (for the State of Cali-

fornia) and Western Oil and Gas Association (WOGA).

° OCS exploration and development of a 4 billion barrel
find may create 5000 new primary jobs and possibly

-'15,000 secondary jobs (3/5 of 1020/of the 3.1M jobs in
L.A. County). ¢

0 "Secondary impacts...would involve no large scale
changes in either the area’s population, or its
labor force.” .- * -

® Significant impacts (including excess demand for ...
construction labor and materials and consequent price
rises) might occur if platforms and equipment are
.constructed locally. Current evidence suggests,
however, that the Gulf of Mexico and the San Francisco
Bay are * more likely sites.

6 On-shor. impacts from storage and processing will
be tied to levels of demand-rather than to OCS production.
(Present refining and storage capacity arc sufficient
and no new refineries are projected).

° Overall impacts on local government operation is not
expected to be significant, except in the case of
e an oil spill.

0 significant adverse effects on local industry and
employment could occur if adequate alternative supplies
of oil and gas are not found to replace the potential,”
but untapped OCS sources.

The Hand and WOGA studies also point out that the increase
of 5000 new jobs would partially offset Southern California's
declining employment in on-shore oil production so that

the actual net. gain in primary employment will be less

than 1000.

According to the Chief Engmeers of the Los Angeles and
Long Beach Harbors':

0 Long Beach port improvements necessitated by OCS
could ho handled on a "routine basis,” financed out
of current cash flow;

e | -

0 Los Angeles port improvements would -involve an estimated
$20-25M for channel deepening financed through bonding with
a charge back to the oil companies. (The Federal Government
is'already involved in a project with the port of L.A. to
deepen some channels).
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According tofthe Califprnia”State Energy Commission,
"on-shore or socio-economic”impacts in California is a

non-issue.... We don’t want to depend on the Federal Government-
for our revenues.”

The State of California, to'raise revenue for OCS-related
and other uses, is actively pursuing the idea of a through-
put charge (an estimated $280M a year at $.50/barrel). DOI
iIs currently assessing the legality of California's plan.

If legal, the availability of such a tax scheme should signi-
ficantly reduce the states’ claim on OCS revenues.
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Magn-itude--of -the- -Impact-s ------ - -

There is considerable debate about the magnitude of
on-shore impacts on Atlantic OCS.

Resource Planning Associates (for CEQ) estimates that

a 750,000 bbl/day Atlantic production may induce a
population growth of up to 250,000. A study by the

State of New Jersey for a similar production scenario

says the population impact may be around 100,000. A

rough calculation based on industry supplied labor inputs,
a production estimate of 190M bbl/year by 1985, and some
rule-of-thumb multipliers puts the "new resident"” population
impact at under 25,000.

According to industry .estimates, the -capital investment

in OCS on-shore support facilities for the Atlantic

could run about $100M for 1M bbl/day production, exclusive
of refinery, petrochemical, and deep water port development.
Annual wages during the production phase for 1M bbl/day
(i.e ., excluding construction) could run about $25M.

Public capital investment in infrastructure; exclusive
of airport or seaport improvements, but inclusive of
moderate road building, could run as high as $125M if
25,000 people moved into the region or $250M if 50,000
people moved in.

Potential non-Federal revenues from OCS-related on-shore
developments are difficult to quantify because of uncertainties
eabout the location of development and the myriad tax structures
of the various Atlantic Coast states. However, in most

States OCS related development would be subject to the
following major taxes: corporate income, sales, construction,
and property. Employees would be subject to income, sales,
and property taxes in most states. X

It lias been estimated (WOGA) that a find of 4b barrels
of oil and 8 trillion cubic feet of natural gas would
yield revenues of $19,413 to Federal, State, and local
governments over the life of the fields (assumed to be
30 years). This breaks down as follows:



$cl73) B
Lease payments 3.6
Royalties 1- ZZsL
Federal corporate income 6.3
rF_gQgrg! @egsornaLAmecome .9
18.3
State 5 local corporate
-income - (I 7
Stated local personal-
income 1
«State "-local other than
income - ---------mmm-m——- oo x93
T7T

(The $1.1B State and local revenues is about $36.7M per
-year. This compares to annual debt.service (75, 20 years) of
$10.5M on an-initial' canital investment of $112M (25,000 x $4500

It appears, then, that there will be sufficient capital-
intensive on-shore industry investment to cover the normal
corporate share of local tax revenues. The timing of
cash flows and access to capital markets for major public
investments, however, may be problems, particularly for
small, rural towns with little bonding history, exhausted
bonding capacity, tax structures in need of revamping,

and a weak existing economic base.

Nature; of the Impa ts

'‘Construction of Drilling Rigs

Rigs can be built in existing shipyards and towed long
distances to drilling sites (Gulf of Mexico to Notli Sea, e.g.).
Consequently, the on-shore impacts during this phase arc
expected to be minimal because few, if any, population shifts
or new commitments of land will be involved. The potential
for on-shore impacts would be reduced even further to the
extent that drilling rigs now used in the North Sea arc

towed back to the U.S. . e e ..

Conversations-with industry representatives indicate
that drilling rigs for the Atlantic will most likely

be built in Gulf shipyards and towed out. Some rigs
for the Atlantic, however, may be constructed in
Atlantic shipyards (Baltimore, e.g.), in which case

rig building would reduce the current unemployment

in the affected areas rather than add to the population,
base.

.Exploration Phase

During the exploration phase, the major on-shore impact
is the demand for harbor supply bases. Communities

with harbors near the leased tracts arc the ’'nost likely
to become support centers for oil. development________________ m



Population impacts are expected to be relatively small
during this phase.

eConstruction of Production Platforms

Platform construction is not expected to induce significant
on-shore impacts in Alaska and California. Construction
of platforms for the Atlantic, however, is likely to
involve significant on-shore impacts because it will
probably require at least one new site, which is specifically
designed for platform building, rather than use of existing
shipyards. This is because 1) existing shipyards are

not equipped for such construction and arc unlikely to
commit capital for conversion, given the uncertainty of

oil finds and, 2) platform building requires a site

which lias easy access to both deep water and m aterials

as well as hundreds of acres of level land, a requirement
few shipyards can meet.

Brown and Root recently purchased about 2000 acres in
Cape Charles (Northampton County), Virginia and has
requested the rezoning of 9S0 acres from agriculture to
industrial use for manufacturing platforms, among other
products.

Brown and Root employment is estimated to reach 1S00
and induce a population growth in the County of about
2900, a 15% increase over the County's 1970 population.

V.'ith 40% of the existing housing substandard, a projected
severe 5-10 year housing shortage is expected to hit

low income and retired persons especially hard as rents
are driven up.

Additional annual County expenditures induced by Brown and
have been estimated at over $900,000 ($313 per capita),
not including debt service on $2,000,000 in needed highway
improvements.

Additional annual revenues have been estimated at about
$1,000,000 which includes $300,000 property taxes from
Brown and Root (on $40M capital investment), $150,000

from residential property taxes, $140,000 other locally
generated tax receipts, about $400,000 in additional State
grants, and $38,000 from Federal General Revenue Sharing.

The apparent $100, 000 surplus may be.illusory, however,?™’
because of a lag in property tax receipts, which the
County could correct if it so desired, and because the
annual debt service on the highway improvements would
exceed $100,000.



Fiscal impacts on the towns within Northampton County

may be more noticeable, particularly if the new people
choose to live outside Cape Charles, in towns which

cannot tax Brown and Root. Likewise, the other counties
which receive new people (an estimated 2100 in the families
of employees commuting from other counties) may experience
some fiscal gaps.

Over the _ast five years, about one-half the county's
income has been from the State, one-fourth from the
Federal Government, and one-fourth from local citizens
and businesses.

Because of Brown and Root's locating in Northampton,

the State's proportional contribution to County receipts
would decrease from 50% to 40%. From the
State's viewpoint, the fiscal burden of its contribution
should be minimal, unless a significant number of the
Brown and Root employees were not Virginia residents,
because the State contribution would be the same whichever
county the people lived in. .

Pevelopment Phase

Manpower requirements peak during this phase. Local
communities are expected to be under their most severe
strains then because of the short-term (2-4 year) influx -
of construction workers. The danger of overbuilding
public facilities is greatest during this phase, a

danger which could be increased by the easy availability
of "free" Federal funds.

Production Phase

This phase is very capital intensive and brings a sharp
decline in jobs as construction requirements subside.
Small, one-economy towns that grew rapidly to support
OCS will be the hardest hit by the decline.

Pi pellnos, Tormirals, and Storage

The number of pipelines and landfalls depend on the
location of the find and of the processing facilities,
the number of companies able to share a pipeline, and
environmental factors.

Oil can be piped to inland refineries, but coastal
processing facilities are necessary for gas pipelines -
because of the safety factor.

After construction, the pipeline itself requires virtually

no manpower. A pipeline terminal for 200,000 bbl/day
requires only 17 employees (capital investment of $2.4M).



way be were noticeaoie. Darticuiariv if me nev p¢
;OCS.impacts from storage depend prim arily on existing

-capacity and whether-or not-OCS production w ill back out
i.mports, A gain, storage facilities are capital intensive,

8-/Refineries

-'The extent to-which new refineries w ill be built also
_dcpend. on existing capacity and whether OCS production
-w ill back out imports. Because -it .is cheaper to transport

icrude oil rather than refined products, the siting of
refineries depends on the location of the demand or market

2area, not on the location of the supply. Refineries are

-very-capital intensive with a capital investment of

$600-800M and permanent employment of 500. o oo
1976. 1980 1985

Primary New Resident
Employment 1/ 0 3,100 1,600

Induced Employment
(Primary*X 2) 0 6,200 3,200

Total New Resident
Employment 0 9,300 8o

Total New Resident
Population (Employment > 2.5) 0 23,250 12,000

1/ See Attachment 3 for assumptions and calculation of direct
employment.



Typo of Operation

Per Rig
1. Exploratory Well

2. Development Well

10-20 Ri.es

1. Service Support

Platform

1. Production Operations

200,000 BOPD Production
1. Onshore Operating Base
2. Onshore Office

3. Pipeline Terminal

Per 300,000 HCFD Production

1. Gas Processing Plant

Single. Facility if Required

1. Pipeline Tanker and Barge
Terminal

ANt

¥ \
LABOR AND, CAPITAI OCS INPUTS i
, : : , Lo e
quPp.Iled by An}erlcan Petroqu_um Inslgjl'g,ylgce;k)* b !

., m  Total, fl JCa'pital

No, of Employees jnot ( It ;Wages |'" Investment
Employees i Hired Locally < <« $/Month *1974 - $

113 71 125,075

65 37 76,750

174 66 212,150 5,195,000

16 18,250

136 25 133,175 2,800,000

42 26 60,800 Rental

17 4 20,200 2,400,000

21 24,750 24,000,000

25 33,100 9,800,000
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Attachment No. 4 .
North Sea Experience
North Sea experiences would indicate that: -
1. on-shore impacts are most significant in communities with limited

labor pools, existing housing shortages, and no slack in existing
public -infrastructure.

2. Large cities can absorb 0OCS-indueed growth more easily than
small ones.

3. Those towns with a diversified economy can adjust more readily
than those which are dependent on a single existing industry

(tourism, TFfishing, etc.).

North Sea inpacts which may have bearing for Alaska and Atlantic rural
areas include the following:

fad Public expenditure on roads, harbors, and airports increased
significantly in "oil areas”™ while they decreased elsewhcru in
Britain.

- The benefit of new jobs has not been channeled into Scotland"s

neediest cities.

Inflationary side effects have seriously affected those individuals
and small businesses outside the oil boom.

Housing shortages have been particularly severe and long lasting,
primarily because existing construction capacity is being used
for oil facilities and new workers aren"t imported because they

would only aggrevate the shortage. R

- Lack of housing has constrained the in-migration of teachers and

other service personnel.

High land prices (a 30-fold increase in five years) discourage
non-oil industries from locating in oil boom towns, thus
hindering diversification of the economic base.

- High wages in the oil industry have created labor shortages in
several industries and services, particularly factories, retailing,

and government.

- Impacts from platform construction have been among the most

significant in North Sea communities. -

Shetland County Council levied a per barrel tax on oil passing
through Shetland facilities and negotiated with the companies
for an advance payment to help with front-end capitax costs of

public infrastructure.



OF COMMUNITY & MJEOFIOIVAB. AHWAMm®MS

DIVISION OF LOCAL COVEfIHMHT ASSISTANCE

March 4, 1977

Mayors of Coastal Municipalities:

Yesterday, | received n phone call from Chuck Cohen; who, as you know,
is our representative in Washington D .C ., with responsibility 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 Carter, and a budget for FY
'78, have been presented to the Congress in the following amounts:

FY '77- $10 million - Formula Grants
$110 million - Facilities Loans
$0.00 - Planning
$0.00 - Environmental or Recreational Grants

FY '78- $13 million - Formula Grants
$143 million - Facilities Loans
$0.00 - Planning
$0.00 - Environmental or Recreational Grants

From the proposed appropriations the federal Office of Coastal Zone Management
has tentatively proposed to allocate to the State of Alaska and its municipalities
the following amounts:

FY '77 (Supplemental)
$700,000- Formula Grants
$31,900,000 - Facilities Loans
$0.00 - Planning
$0.00 - Enviromental or Recreational Grants

FY "78 (Budget)
$3,200,000. - Formula Grants
$08,000,000. - Facilities Loans
$0.00 - Planning
$0.00 <Enviromental or Recreational Grants
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The most obvious omission from the proposed budgetary figures, in our

view point, is the lack of appropriations for planning which would ordinarily
precede application for facilities loans or formula grants. In other words,

it appears the federal administration is putting the "cart before the horse”

by providing funding for facilities without any funding being provided for
necessary planning. Therefore, this date, Kevin Waring, Director of Community
Planning, is preparing a draft of a letter for Governor Hammond's signature

to members of our congressional delegation in Washington strongly urging

that they amend the proposed FY '77 supplemental and FY '78 budget figures

to include funds for planning. By way of this letter we encourage each of

you to likewise send letters or telegrams to members of the Alaska Congressional
Delegation in Washington, expressing your concern for the need for funding

of planning under the C .E.I.P. As in the past, we would appreciate receiving

a carbon copy of any correspondence you might send to the congressional
delegation. As we understand it, the supplemental appropriation bill and

the FY' 78 budget are now in Congressional committees. It is imperative

that, if you propose to make your wishes known to the Congressional Delegation,
letters or telegrams be sent A.S.A.P.

One week ago today, the Coastal Management Policy Committee of Governor
Hammond's Administration, authorized the Department of Community and
Regional Affair to take the lead in the development of the inlrastato allocation
formula process as provided for in the federal regulations which i npleinont

the C .E.I.P. | had earlier requested that Chuck Cohen prepare a draD intrastate
allocation formula for our consideration and | expect to receive that first

draft sometime next week. Also, while in Fairbanks this coming week Kevin
Waring will meet with representatives of the Institute of Social and Economic
Research at the University of Alaska, to see if the Institute is willing to

also draft a formula for the proposed intrastnte allocation. We will be contacting
you iii the very near future with our proposal. Any finally adopted intrastale
allocation formula, as we envision it, will include municipal representation

and input regarding the distribution of the federal allocation for formula

grants grants and facilities loans made available to the State of Alaska.

We again urge you to contact our congressional delegation in Washington

if you share our concern that money should be appropriated for Coastal

Energy Impact planning. We also appreciate any comments or concerns you
might have as to the manner in which our Department is proceeding in drafting
a proposed intrastale allocation formula for the Coastal Energy Impact Program.

~Palmer McCarter
Director

cc: City Managers
Don Berry, Alaska Municipal League

McC/pc



March 9, 1977

Honorable Lisa Rudd
State of Alaska

House of Representatives
Pouch V

Juneau, Alaska 99811

RE: House Rill #219

Dear Representative Rudd:

House Bill 219, as proposed, clearly makes the developer of OCS
resources liable for costs relative to the impacts generated from
construction of shore-related facilities.

The principle of this proposed legislation has been long established
in American municipalities, though normally called "off-site improve-
ments", required as a result of significant development; commercial,
industrial and housing.

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

The City of Kenai has been victimized by the absences of such legis-
lation and, therefore, we are obliged to support this legislation,
not only for our own protection, but for the greater good of the State.

If there ure any problems in this proposed legislation, it is in
Section 41.45.930 "Fees". The language is unclear and needs

clarifying.

Our congratulations on the introduction and grateful support for the
legislation.

For the Mayor and Council of the City of Kenai, Alaska, | am

Sincerely,

John E . Wise,
City Manager

JW: dd



MEMORANDUM

\Al
FROM: Davis, Administrative Assistant
RE: Phone Conversation with Larry Powell, Major of
Yakutat. - OCS IMPACT.
DATE: March 10, 1977
"We have had a direct impact since pot. last year. The
construction of the service base took ol. during the year

preceding that.”

We have five service boats servicing two rigs with service
base.

Presently, sume of the city services are impacted,

ci. Water supplies

b. AIl the people working on the rigs move thru the
airport. (There is an attemot to not have people in
town. But, we are experiencing bad weather, so we
can have anywhere from 15-25 peoole (or more) stuck in
town.)

These demands should remain constant for the next two
years (from Shell and Arco).

Exxon and Gulf w ill begin supplying their rigs with five
service boats. Some of these w ill bo based in Yakutat (which
means a greater movement of people: thru town) .

We are looking for things to escalate... traffic thru the

ctirport,, the service base w ill need to be enlarged to handle the
increased activity.

"Fact: We are faced with increasing our fire protection
capability both onshoje and offshore (due to the increased
industrial activity). We w ill need to have a full time policeman
(currently we have a trooper and a part-time policeman)."”

"1 would very much like a copy of the b ill and background
m aterial.” (sent 3-10-77).

MED: ah



MEMORANDUM
TO: Members of Hous/s; Community & Regional Affairs Committee
FROM: Michae™iJL"
DATE: Marchl4, 1977

RE: 0CS Impact - phone conversation with Darryl Sehaefermeyer,
City Manager of Seward

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

Exxon has leased property for pipe storage and other supplies.

We anticipate 200 boat visits per month (these are 200 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 area. 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.

*. 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.

. Our local roads will have to be Improved.
On HB 219
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.



E~ON COMPANY U.S.A.

POUCH 660! « ANCHORAGE. ALASKA 99502

FRODUCTION DEPARTMENT
A_AG(AG%\I%NI'IO\S

VB e March 17, V%411

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 th.
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, | 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 regardsto comparison of North Sea
impacts versus Alaska impacts. Mr. Parrcited 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 0OCS 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 1is 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 NorthSea) 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 1in 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 Honorable Lisa Rudd
March 17, 1977
Page Two

The principal point | made in my testimony was evidently missed by Mr.
Parr. The whole premise of the bill 1is 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 pointedout 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 1in
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 ITEM PERIOD TOTAL APPROPRIATION

305 CZM Program 3 years $60 million
Development
Grants

306 CZM Progranm 4 years $200 million
Administration
Grants

308 Impact Grants 8 years $400 million
Impact Fund 10 years $800 million

Grants, Assistance,
Loans



The Honorable Lisa Rudd
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Page Three
310 Technical Assistance 4 years $40 million
Grants
315 Estaurine, Eeach 4 years $124 million

Access Grants

CZMA Administration 4 years $20 million

Total $1644 million

Tne grants are allocated based on the formula -

Adjacent leased 0CS acreage 1/3
Adjacent OCS production 1/6
0CS production landed in state 1/6

New employment associated with 0CS 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, | 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



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20503

January 28, 1977

Mr. Keith Arnold

Assistant Manager

Alaska Oil and Gas Association
308 G Street, Suite 217
Anchorage, Alaska 99501

Dear Mr. Arnold:

The enclosed paper describes the approach used to derive the
direct employment estimates for Alaskan OCS development under —
lying the figures cited in the Coastal Zone Management
Newsletter enclosed in your letter of January 21.

We do not consider the figures quoted in the Newsletter to be
valid estimates of the expected impacts in Alaska 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 upon deliberately
pessimistic assumptions. It would then be possible, despite
the great uncertainties, to credibly say that the likelihood

of even more severe impacts would be negligible.

The estimates, therefore, were deliberately biased upwards at
several stages 1in the analysis in order to produce an ™"upper
limit" or "worst case" estimate. Some of the major sources
of bias are:

- The leasing scenario used was the 0CS planning schedule
which was later published in June of 1975. It was
recognized as a very ambitious and optimistic schedule
for Alaska. Actual leasing in Alaska is likely 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 "permanentl direct
employment.

- The development scenario following each lease sale
assumed very rapid exploration and development.

- It was assumed that all direct employment in every
affected Alaskan region will be of people new to that
region. This 1is clearly unrealistic.
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The paper calculated a peak direct employment of 19,200 and a
permanent direct employment of 8,100 resulting from the OCS
development scenario examined. In order to arrive at a total
population increase figure and a total infrastructure cost
figure, the following steps were taken:

- The peak and permanent direct employment were averaged,
giving 13,650. It was assumed that public infrastructure
needs would be based on this volume of direct employment.

- It was assumed that all direct employment was by people
new to the Alaskan areas in question.

- This direct employment of new residents was multiplied
by a direct to total employment multiplier of 2.75 and
a total employment to population multiplier of 2.5,
giving a total additional population of 94,185.

- The total infrastructure cost was derived from this
population figure by using $7,250 per capita.

It is unfortunate that these figures are receiving a wide
circulation wiTicTi"ch alfaCl.uri'Zes " «them~a p foje ctid"iTE"~<5f"
future OCS impacts in Alaska. Their purpose was not to project
the most likely future, but rather to show 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 ques—
tions about the analysis, we will be g]Jad to address them.

Donald h. Crabill
Deputy Associate 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, 1 am
Respectfully yours,
CECIL BARNES
President
Chugach Natives, Inc.
CB/ab
Enel.

’\?m{%ac
OEast 15h Avence, Anchorage. Alska SB0L Phono @) e INLIVEES, INC.



Madam Chairperson and members of the Committee on Community

and Regional A ffairs of the Alaska House of Representatives:

My name is Cecil Barnes. I am President of Chugach
N atives, Inc., one of Alaska's twelve regional Native corporations
We appreciate the opportunity to submit our views in opposition to
House B ill 219.

As the Joint Federal-State Land Use Planning Commission
found in reports to the Secretary of the Interior, and as the
Congress of the United States found when it considered the January
1976, amendments to the Alaska Native Claims Settlement Act,
Chugach N atives, Inc. faces some difficult land selection and
land management tasks. Our difficulties arise in large part
because of the substantial extent of permanently withdrawn
federal lands—especially the Chugach National Forest, and
the frequently mountainc :s terrain in our region, and tho
pending "d(2)" proposals before the Congress.

For these reasons, Congress in the 1976 amendments
asserted legislatively the right of our region to select lands
in the vicinity of Icy Bay.

Chugach has entered into a contract with Phillips
Petroleum Company for on-shore exploration work within the land
area we have selected, to determine if petroleum there is of
a commercially valuable nature. Needless to say, our corporation
and its Native shareholders hope that there w ill bo oil production
from Icy Bay, to help assure the prosperity of our company, and to

help meet the energy needs of the nation.



We have also had discussions with some of the Gulf of
Alaska operators. We want them to know that with careful
land use planning, and with fair compensation to our share-
holders, Icy Bay could be a natural support and staging area
for any developmental phase of Gulf of Alaska activities.

With the aid of Bomhoff and associates, consulting engineers,
we have placed before the Corps of Engineers our request for a permit
to construct a dock at. Icy Bay. At our expense, an environmental
assessment of the aioa, and the proposed dock project, is already
under way.

These are tho imaginative steps we must take if our shareholders
are to receive the full benefit of the Native Claims Settlement Act,
and take their rightful place in the economy of Alaska.

With that background, | am sure you can appreciate the basis
for our concern about House B ill 219. But permit me to make some
specific comments about this measure.

First, we at Chugach believe that the finding that "major
resource development projects create an immediate demand for greatly

increased state and municipal services in areas contiguous to the

project” is overstated and over-sim plified. There is no community
at Icy Bay, just as there was none-iiul in many respects still is
none--at Prudhoe Bay. A project of unprecedented dimension may
have a great, impact in an Alaska community; | suppose that the

impact of the TAPS project in Fairbanks is a case in point. That
does not mean that petroleum discovery in the Gulf of Alaska will

have a significant impact on any Alaska community or create a demand



for State or municipal services. If petroleum of commercial
quality and quantity is found on corporation land at Icy Bay,
we fr 'mesee that the development of this resource from our
private land could occur with little public impact and with
no significant demand for publicly supplied services.

We believe that at the minimum, proponents of House B ill
219 should set out in detail, for public comment, the nature of
the "significant impact" and the items of "expense"™ which
petroleum development in the Gulf or at Icy Bay would bring
to the State or to any local governments.

It may be answered that much of the impact is expected to
be felt in the Yakutat community. If so, we stand ready, willing
and able to divert unwanted impact from the existing community of
Yakutat to our Icy Bay deficiency land selection area, which is
unpopulated. To do that, of course, we would like to enjoy the
encouragement and the support of the Department of Community and
Regional Affairs--but here | speak of technical and moral support,
not financial aid.

Second, the b ill recites that "the Legislature considers it
probable that the initial demand for publicly provided services
related to outer continental shelf oil and gas development projects
w ill exceed corresponding initial tax revenues from the project by

an even greater proportion than occurs with resource development

projects wholly inside the state.” On its face, the assertion
appears to be illogical. We know of no evidence, at least, that
would support it. We wonder if the proponents of the b ill have

asked OCS developers what "initial demand"”, if any, for publicly



