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1. Places mun i c i pa l i t i e s  in the dr i vers seat for any OCS-related shoreside 
development.

2. Creates a land management tool  which i s appl i ed statewide and thus 
is not a d i s i n cen t i v e  to development.

3. Provides money to f inance costs of l oca l  planning not present ly
covered by CEIP or other grants. - y  A

SHORTCOMINGS OF BILL AS CURRENTLY WRITTEN . A.-v * 5 * ^

1. Local approval or veto of a proposed f a c i l i t y  need not be consistent 
with ex i s t i ng  loca l  or State plans.

2. Standards for permit eva luat i on are not spec i f i ed .  No procedural or 
substant ive r ights of developers are enumerated or protected.

3. HB 219 is not t i ed to the Coastal Management Act and i ts  requirements.

4. Three years advance not i ce of construct ion plans may not be feas i b l e 
in a l l  cases.

MERITS OF HB 219

SUGGESTED IMPROVEMENTS

1. To l i m i t  potent ia l  arb i t rary uses of local  approval or veto of a 
proposed f a c i l i t y  by:

a. Requiring munic ipal  dec is ions to be consistent with ex i st i ng 
and emerging plans and po l i c i e s  under the Coastal Management 
Act;

or b. Establ i sh i ng dec is ion gu ide l i nes in the b i l l  to ensure 
that a municipal  approval or veto is to protect the pub l i c  
wel fare and is consistent wi th Coastal Management po l i c i e s ;

or c. Grant mun i c i pa l i t i e s  the power to suspend a permit app l i c a ­
t i on for one year wh i l e a Coastal Management program is wr i t ten .

Each a l te rna t i v e  should c l a r i f y  the procedural r ights of the developer.

2. Make the advance planning requirement more f l e x i b l e  so that developers 
w i l l  not be penal ized by changes in the i r  plans caused by forces beyond 
t he i r  co n t ro l .



Tenth l eg i s l a t u re  - F i rs t  session by representat ive Parr and eighteen 
others.  I t  i s designed to provide mun i c i pa l i t i e s  affected by offshore 
energy development wi th a means of exerc i s ing control  over the l ocat ion 
and pub l i c  costs of OCS re lated onshore development.

Under the b i l l ,  each f a c i l i t y  must obtain a permit pr i or  to beginning 
construct ion .  Permits cannot be issued wi thout loca l  approval from the 
mun i c i pa l i t y  where the f a c i l i t y  w i l l  be located. Thus, l oca l  un i ts are 
given a bargaining tool which can be used to negot iate over the l ocat ion 
and types of OCS related f a c i l i t i e s .  I f  negot iat ion f a i l s  to sa t i s fy  
l oca l  needs, municipal  denial  of pro ject approval w i l l  bar issuance of 
the permit and prevent construct ion of the f a c i l i t y  in that mun i c i pa l i t y .

Permit fees generated under the b i l l  are to be used to plan for and 
minimize the pub l i c  costs of the OCS re lated onshore development. Fee 
amounts are proport ionate to the projected impacts of the f a c i l i t y .
(see table 1) At l east 50% of the fees w i l l  go d i r e c t l y  to the mun ic i pa l i t y  
where the f a c i l i t y  is being b u i l t .  An addi t i ona l  45% of the fees w i l l  
benef i t  the mun i c i pa l i t y  i n the form of state assistance.

This 45% of the fees w i l l  be a l l ocated among state agencies and the 
mun i c i pa l i t y  by DCRA according to t he i r  r e l a t i v e  r espons i b i l i t i e s  for 
the prov is ion of pub l i c  f a c i l i t i e s  and services necessi tated by the 
development. State assistance w i l l  be in forms of planning,  legal expert i se,  
and the d i r ec t  prov is ion of services such as educat ion, t ransportat ion,  . 
and heal th care.

HB 219 proposes two a l t e rna t i v e  fee schedules. One measure of fees is 
based on populat ion growth and the cost of government. The a l t e rnat i ve  
measure is based so l e l y on the value of the proposed development. For 
each f a c i l i t y ,  the formula producing the highest fee is used.

Using the va luat ion measure of fees, the amount of revenues produced by 
a development is related to the s ize of the proposed f a c i l i t y .  F a c i l i t y  
value is roughly pred i c tab le by the stages of the o i l  extract ion process. 
During exp lorat i on ,  support f a c i l i t i e s  on shore w i l l  be valued at $10 m i l l i o n  
or less.  Based on a value percentage fee ca l cu l a t i on ,  a $10 m i l l i o n  
f a c i l i t y  would pay $250,000 in fees, (see table 1) I f  o i l  i s discovered, 
shore processing f a c i l i t i e s  w i l l  have a much higher value. The very 
large processing f a c i l i t y  at Valdez i s valued at $1.2 b i l l i o n  do l la rs .
Fees for a f a c i l i t y  that s ize would be $6 m i l l i o n  do l la rs .  Although the 
scale of the terminal at Valdez represents the largest type of terminal 
which may be b u i l t  to serv ice offshore o i l ,  i t  is obvious that processing 
f a c i l i t i e s  w i l l  generate large fees. Table 1 gives examples of fees 
produced by d i f f e ren t  sized product ion f a c i l i t i e s .

■«4Kx.u



House b i l l  219 provides an important boost to loca l  preparat ion for 
OCS - onshore f a c i l i t i e s .  Developers are required to submit plans to 
the state three years in advance. This advance not i ce al lows time for 

, loca l  assessment of the project and d e f i n i t i o n  of a loca l  po l i cy  in 
regard^ to the pro ject .  Advance report ing also requi res the developer 
to d i sc lose informat ion v/hich w i l l  ass i s t  munic ipal  dec is i on making.

Mun i c i pa l i t i e s  may use fees paid to cover planning and capi ta l  improvements 
costs.  Independent legal  assistance,  land use and f i nanc i a l  planners,  
and admin i s t rat i ve assistance may be paid for out of the fees. Loca l i t i e s  
can use the planning process to control  growth and es tab l i sh a pattern 
for eva luat ing subsequent land use demands.

Status of the b i l l :  HB 219 was not reported out of committee in ti ie 
f i r s t  session. Publ i c hearings are being held to expla in the b i l l  and 
provide a channel for local  i nput i n to the l e g i s l a t i v e  process.



TABLE 1

REVENUES THAT THE FEES WILL GENERATE 

EXPLORATORY STAGE

IF the f a c i l i t y  i s valued at $5 m i l l i o n  fee = $100,000

IF the f a c i l i t y  i s valued at $20 m i l l i o n  fee = $250,000

Most of the f a c i l i t i e s  b u i l t  to serv ice OCS exp lorat i on w i l l  cost $10 
m i l l i o n  or less.  The assessed value of the serv i ce base at Yakutat is 
$5.5 m i l l i o n  as of the f i r s t  of 1977.

DEVELOPMENT AND PRODUCTION STAGE

IF the f a c i l i t y  i s  valued at $500 m i l l i o n  fee* = $2.5 m i l l i o n

IF the f a c i l i t y  i s valued at $750 m i l l i o n  fee = $3.75 m i l l i o n

IF the f a c i l i t y  i s valued at $1 b i l l i o n  fee = $5.0 m i l l i o n

IF the f a c i l i t y  i s  valued at $1.2 b i l l i o n  fee = $6.0 m i l l i o n

The o i l  terminal at Valdez w i l l  process 1.2 m i l l i o n  barrels of o i l  per 
day and is valued at 1.2 b i l l i o n  do l l a r s .  I f  the largest poss ib le f ind 
i s  made in the Northern Gul f ,  shore terminal capac i ty w i l l  need to be 
650,000 barrels per day at a value of approximately $800 m i l l i o n .  Also 
a larger discovery i n the Northern Gul f would requi re a L i qu i f i ed  Natural 
Gas terminal wi th one b i l l i o n  cubic feet per day capaci ty at a value of 
approximately one b i l l i o n  do l l a r s .

*These fees for the product ion stage are ca l cu la ted at a stra ight  one 
ha l f  percent. I f  the developer f a i l ed  to provide three year advance 
informat ion,  the fees would double.
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Our c r i t i c a l  examination of HB 219 focuses on a few major topi cs:

A. Local approval power
B. Prior planning by developers
C. Fee schedule

A. Local approval power
Local approval power and permit fees are the two major features of the 
onshore f a c i l i t i e s  construct ion permit. A permit w i l l  not be issued 
wi thout loca l  approval .  Mun i c i pa l i t i e s  are not required to have planning 
and zoning in place to make t h i s  l oca l  dec i s i on .  Areas that do exercise 
land use controls do not have to make t h e i r  dec is ion i ncons istent  wi th 
ex i s t i ng  munic ipal  plans and ordinances.

Regardless of how the permit i s c l a s s i f i e d ,  the loca l  approval power i s 
regulatory i n nature and should be designed to protect pr i vate property 
r i gh t s .  Private property uses cannot be abridged by government unless 
the pub l i c  i ntervent ion is reasonably related to pub l i c  wel fare.  Trad i ­
t i o n a l l y ,  to prevent a rb i t r ary pub l i c  i ntervent ion in pr i vate land use, 
po l i c e  power controls establ i shed standards for i ntervent ion (by planning 
and zoning) in advance.

The D i v i s i on of Community Planning fee ls that loca l  approval power in HB 
219 is an essent ia l  tool which w i l l  enable mun i c i pa l i t i e s  to manage OCS 
onshore development. However, municipal  dec is ions must be di rected to 
protect the pub l i c  wel fare.  Furthermore, HB 219 should be coordinated 
wi th coastal planning under the Coastal Management Act.

Three a l t ernat i ves are ava i l ab l e  to remove the a rb i t rary nature of loca l  
approva l .

1. Pr ior planning
OCS onshore f a c i l i t i e s  s i t i n g  decis ions w i l l  be made 1n the context of 
coastal  planning under Alaska's Coastal Management Act. Local decis ions 
under HB 219 should adhere to approval D i s t r i c t  Coastal Management 
Programs. In mun i c i pa l i t i e s  where no management programs have been 
wr i t t en ,  loca l  dec is ions should be in accordance wi th any ex i s t i ng land 
use controls and wi th the p r i n c i p l e s  and emerging plans of the Coastal 
Management Act.

I t  i s not certa in that D i s t r i c t  Programs under CMA w i l l  produce the type 
of spec i f i c  standards needed to guide loca l  development dec is ions.  • 
Add i t i ona l l y ,  not every mun i c i pa l i t y  may be able to afford adequate, on 
going planning.
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2. Guide l i nes i n HB 219
To guide loca l  decisons and to prevent a rb i t rar i ness the l eg i s l a t u re  can 
incorporate gu ide l ines for munic ipal  dec is i on making in HB 219. Because 
of the comprehensive mandate for coastal planning in the Coastal Management 
Act, these gu ide l i nes should mirror the p o l i c i e s  of CMA.

Guidel i nes could requi re that munic ipal  eva luat ion of a onshore f a c i l i t y  
construct ion proposal consider the envi ronmental ,  soc ia l  and economic 
impacts of the pro j ec t .  Approval of a pro ject could issue when a C i ty 
Counci l  or Municipal  Borough found that these impacts were manageable.
For example, a mun ic i pa l i t y  could base i t s  dec is ion i n part ,  on whether 
or not the necessary support ive pub l i c  f a c i l i t i e s  and services w i l l  be 
av a i l ab l e  when the development i s  completed.

Evaluat ion of a proposal w i l l  requi re deta i l ed assessment of the proposal 
and i t s  ef fects on a mun i c i pa l i t y .  A t h i r d a l te rna t i v e  i s to structure 
a mun i c i pa l i t y ' s  use of t h i s  assessment period so that loca l  land use 
plans are produced to serve as a guide for the munic ipal  dec is i on .

3. Inter im Planning
This a l t e rn a t i v e  grants mun i c i pa l i t i e s  the pov/er to suspend construct ion 
of an onshore f a c i l i t y  for a reasonalble time wh i l e D i s t r i c t  Coastal 
Management Programs are wr i t ten and implemented. These programs would 
place the munic ipal  dec is ion i n a more comprehensive framework than 
would the r e l i ance on gu ide l ines .  Add i t i ona l l y ,  the municipal  programs 
would serve as a guide for future management of OCS impacts, and as a 
basis for ongoing planning.

I f  a mun i c i pa l i t y  chooses to approve a proposal wi thout suspending 
construct ion pending implementation of a D i s t r i c t  Program, loca l  approval 
should be based on pos i t i ve  f i nd i ngs that the impacts of the project are 
manageable.

*

In t h i s  a l t e rn a t i v e ,  HB 219 would only serve mun i c i pa l i t i e s  who have not 
yet wr i t ten D i s t r i c t  Management programs.

B. Pr ior planning by developers
The requirement of three years advance not i ce of construct ion plans by 
developers (sect ion 41.45.110, May 28, 1977 version) may not be f eas i b l e .  
Uncerta int i es not contro l l ed by developers,  such as Federal OCS leas ing 
p o l i c i e s ,  may i n ter fere wi th t h e i r  a b i l i t y  to accurately project construct ion 
plans three years i n advance.

When external  factors d i c ta te a change i n plans for OCS onshore a c t i v i t i e s ,  
developers should be able to change t he i r  plans wi thout the excessive 
penal ty of doubl ing the permit fee. To a l l ow f l e x i b i l i t y ,  the advance 
planning requirement might be reduced to two years, wi th changes in plans 
al lowed wi th one years no t i ce ,  unless waived by a mun i c i pa l i t y .  Add i t i ona l l y ,  
the Department of Community and Regional Af fa i rs should determine what 
advance informat ion is f eas i b l e  in terms of progress of lease sales and 
exp lorat ion .



Statutory Language To Structure Municipal Decisions

Al ternat i ve 1: Pr ior planning
" Local approval or denial  of a permit shal l  be in accord wi th ex i s t i ng  or 

emerging Coastal Management Programs, po l i c i e s  and gu ide l ines .

Al ternat i ve 2: Guidel ines
" Local permit approval may be granted by a C i ty Counci l  or Borough Assembly 

i f  i t  f inds:

a. That the use w i l l  not ma te r i a l l y  endanger the pub l i c  heal th or 
safety i f  located where proposed:

1. That the municipal  water supply w i l l  be of s u f f i c i e i t  
q ua l i t y  and quant i ty to meet the increased demand a t t r i bu tab l e  
to the f a c i l i t y ;
2. That the proposed use w i l l  not have an unreasonable impact 

i of  the coastal environment;
3. That the necessary support ive pub l i c  f a c i l i t i e s  and services 

^ w i l l  be ava i l ab l e  as the demand for them at t r i bu tab le  to the
,/? f a c i l i t y  increases;

4. That associated land and water transportat ion w i l l  minimize
degradation of waterfront uses.

b. That the proposed f a c i l i t y  is i n accord wi th ex i s t i ng plans and 
regulat ions;

c. That the use w i l l  not substant i a l l y  i n j u r e  the value of ad j o in i ng 
or abutt ing property, or is a pub l i c  necessi ty;

d. That the use w i l l  not unreasonably disrupt the soc ia l  and 
economic wel l-being of the mun i c i pa l i t y .  v

Al ternat i ve 3: I n t e ^m  planning "
HB 219 should spec i fy whether the dec is ion to u t i l i z e  the moratorium or 
proceed immediately w i l l  be an admin i s t rat i ve or l e g i s l a t i v e  one.

Language to implement a l t e rna t i v e  three should be placed in a new sect ion 
of the b i l l .  The new sect ion could state:

j/
"Local Approval of an Onshore F a c i l i t i e s  Construct ion Permit.

"When a developer of an OCS onshore f a c i l i t y  requests loca l  
approval of i t s  proposal , the municipal  assembly or counci l  

xV'--’ ' sha l l  meet to make one of two possible dec is i ons .
J&

" I f  the assembly f inds that the project w i l l  be cons istent 
wi th state and loca l  plans then ex i s t i ng under Alaska's CMA 
[or consistent wi th enumerated standards], then loca l  approval 
may be given.



" I f  the assembly f inds that the proposal i s not cons istent 
wi th these gu ide l i nes [or w i l l  have a s i g n i f i c a n t  impact on 
coastal resources which i s not adequately managed by present 
planning] or i s not consistent wi th the loca l  hea l th ,  safety 
and wel fare,  then the assembly, by a major i ty vote,  may choose 
to impose a two year moratorium on the proposal ,  during which 
t ime the mun i c i pa l i t y  sha l l  prepare a d i s t r i c t  coastal manage­
ment program (See A.S. 46.35.030} to guide subsequent loca l  
dec is ions.

" I f  a mun i c i pa l i t y  already has implemented a coastal management 
program, t h i s  sect ion does not apply and the loca l  permit 
dec is ion shal l  be made in accordance wi th the p o l i c i e s  and 
procedures of that plan.

"Once a moratorium is imposed, the mun i c i pa l i t y  should contact 
the Department of Community and Regional Affa i rs to make 
arrangements to locate any funds needed for planning."



January 1977 
(Revises June 1975 Schedule)

Di.ector, Bureau ol Land Management

— 60 Bering Sea Si George 
—  61 Cook Inlet 

62 Gulf ol Mexico

56 South Atlantic 
58 Gulf ol Mexico

<— - 57 Bering • Norton
59 Mid Atlantic

S A L E  A R E A

44 Gulf of Mexico
^•Cl Cook Inlet 

47 Gull ol Mexico
42 North Atlantic

 50 Beaufort Sea 2 J
55 Northern Gull of Alaska
52 North Atlantic

63 General Pacific
—  64 Kodiak • Aleutian

C ■ Cal for Nominations 
D • Nominations Due 
T ■' Announcement of Trarts 
E • Draft Environmental statement 
J j  Slate May Conduct Sale

43 South Atlanta
— 46 Kodiak

45 Gulf ol Mexico
48 Southern California
49 Mid-Atlantic
Beaufort Sea (near shore)
51 Gull ol Mexico
53 General Pacific
54 S. Atlantic Blake Plateau

State • Federal Sale

P • Public Heanng Sale:, aic contingent upon technology hang available lorF • Final Environmental Statement exploration and development A decision whettim to hold
N - Notice of Sale 3nV nl the lease sales listed will not be made untilj  completion ol all noccssaiy studies ol Ihe cnvuonmcmal

J J  Within 60 Foot Isobath or Technology Capabiity

impact and the holding ol public hearings, as a result ol the environmental, technical, and economic studies employed in Ihe decision making process, a decision 
may, in tact, be made not to hold any sale on this schedule

mi i 1111*11



OHSIIORS EMPLOYMENT ASSUMPTIONS

C a t e g o r y  E m p l o y m e n t

R i g  S e r v i c e ................................................................................................................  25 p e r  r i g

P l a t f o r m  S e r v i c e :  I n s t a l l a t i o n ............................................... 1 0 0  p e r  p l a t f o r m
D r i l l  i n g . . . .................................................  8 0  p e r  p l a t f o r m
P r o d u c t i o n ....................................................  40 p e r  p l a t f o r m

A d m i n i s t r a t i o n ......................................................................................................  1 5  p e r  r i g
40 p e r  p l a t f o r m

S e r v i c e  B a s e s   1 5  p e r  b e r t h

O i l  T e r m i n a l s :  2 5 0 , 0 0 0  b / d   1 5 0  p e r  t e r m i n a l  1
3 5 0 . 0 0 0  b / d   2 0 0  p e r  t e r m i n a l
4 5 0 . 0 0 0  b / d   2 5 0  p e r  t e r m i n a l  I
6 0 0 . 0 0 0  b / d   300  p e r  t e r m i n a l  1

I N G  P l a n t s :  1 b i l l i o n  c u . f t . / d   200  p e r  t e r m i n a l  |
1 . 6  b i l l i o n  c u . f t . / d   300  p e r  t e r m i n a l ;

POPULATION OF CITIES

Yakutat 442

Cordova 2,406

Seward 1, B23
Homer 1,530

Seldovia 612
Kodiak 4,960
Unalaska 510
Dil]jngham 1,176
City of St. Paul 456
Nome 2.. 585
Kotzebue 2,431
Darrow 2,307

O f f s h o r e  E m p l o y m e n t  A s s u m p t i o n s

O p e r a t i o n  H u m b e r  o f  J o b s / A c t l v l t y

R i g ........................................................................................................................................... 1 1 5

P l a t f o r m :  I n s t a l l a t i o n  a n d  H o o k - u p .................................... 3 0 0
O r i l l l n g ...................................................................................... 2 5 0
Production................................................................................1 4 0

l a y - b a r g e ............................................................... .................................... ...................2 5 0

B u r y - b a r g e .................................................................................................................... 1 0 0

C o n s t r u c t i o n  E m p l o y m e n t  A s s u m p t i o n s

S e r v i c e  B a s e

O i l  T e r m i n a l

L U G  P l a n t

"2 b e r t h  

3 - 4  b e r t h  

4 b e r t h

2 5 0 . 0 0 0  b / d

3 5 0 . 0 0 0  b / d

4 5 0 . 0 0 0  b / d

6 0 0 . 0 0 0  b / d

1 b i l l i o n  c t l . f t . / d  

1 . 6  b i l l i o n  c u . f t . / d

75

100

1 2 5

1 5 0

200

200

300

300

500

1 5 0

200

2 5 0

6 0 0

8 0 0

1,000

1,200

1 , 3 0 0

2,000

1,200 

1 . S C O

1 . 5 0 0  

2 , 3 0 0

2 . 5 0 0  

4 , 0 0 0

300

500

600

700

8 0 0

1,200

T O T A L  D I R E C T ' A N O  I N D I R E C T  E M P ' O T H E N T :  N O R T H E R N  G U L f T O T A L  D I R E C T  AND  I N D I R E C T  E M P L O Y M E N T !_ W E S T E R N  G U L F

•

MODE RATE
T M T P I F i L ’ i n t -

F I I I D
H T t i f r T I f i D i W i i M i / A '

>
Yf  7,5 7/3TT17I6 " i l P I C T H f " y e a r , 

A F T E R  
I  EASE1 9 7 6 240 240 240 240 . 240 MO D E R A T E  F I N D

1977

1 9 7 8

67 0

905

905

1 7 9 0

906

1 7 9 0

1 1 2 3

1 9 0 0

1 2 6 1

2 1 5 5

SALE YEAR NO F I N D NO P I P E L I N E P I P E L I N E H I G H  f i n o

1 s t 1 9 3 0 239 321 322 322

1 9 7 9 477 . 1 3 6 6 • 1 3 5 6 2843 3677 2nd 1 9 8 1 •154 034 . 834 1 1 8 1

1 9 B 0 240 1 3 6 6 1 6 6 9 ' 3540 4745 3 r d 1 9 0 2 669 1 3 3 7 1 447 222 7

1 9 8 1 906 23.96 4375 6 1 4 0 4 t h 1 9 0 3 244 9 2 5 1 1 4 5 2049

1 9 6 2 953 3242 5705 6 6 8 1 5 t h 1384 751 1 1 6 0 2 5 3 5

1 9 83 1 3 5 3 2 6 9 ) 5 2 1 0 9 3 8 5 6 t h 1 9 8 5 5 3 0 1 2 6 5 3 3 6 0

1984 206 0 2 3 6 0 7348 1 1 , 302 7 t h 1 9 0 6 1 0 2 1 2 2 5 1 4731

1 9 e 5 •r-' • i , 262 3 29 2 3 83 9 9 i y z e B i l l 1 9 8 7 1 4 2 1 3 3 1 1 3 7 9 1

1 9 8 6 2433 2 7 3 9 6401 9622 9 t h 1 9 8 8 1 1 7 9 1 6 2 2 2 8 35

1 9 8 7 229 9 2 5 9 9 5349 8248 1 0 t h 1 9 0 9 1 9 2 0 2 1 4 5 3584

1 9 3 3 2 009 2 3 6 9 4887 78 03 1 1 t h 1 9 9 0 1 8 5 3 2 0 7 3 3 3 7 8

1 9 8 9 1 8 3 8 2 1 3 8 4 1 7 3 6 9 1 0 1 2 t h 1 9 9 1 1 7 3 6 1 9 6 1 32 6 1

1 9 3 0 1 5 8 5 1 8 9 S . 3 671 5840 1
1 3 t h 1 9 9 2 1 5 0 5 1 7 3 C 3 0 3 0
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15% of  $3.5 m i l l i o n  d i v ided equa l l y  among 34 coastal  s ta tes '=? approximately $15,000 

85% of  $3.5 m i l l i o n  a l l o t ed  on basis of need ' - •’ • ~ '
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P L  94-370  Coastal E ne rgy  Impact Program: Prima ry  and Fund 308(c) Planni ng Grants

Puroo se P ri mar y Source Secon da ry Source

Ite iilL to S i ico%
1 j0aion4)(5; 1 ----
Planning Grants

Gus-r Ptjtu/y?i/)®Â  A  ̂

Plann in g for all energ y facilities 

impacting coastal zone
planning grants

frftr jprfpw? iv̂ juoi 0; (*) ( i i j » 
Public Facilities 

4 pu blic services 
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Pub li c 

facilities 

and services
loans and 

guarantees
for c o as ta l-d c~ en den t

energy activi ty

■ S E C M T i
8ond rctiremenf 

(and if sufficient)

Inabilit y to 

neet the loan or 

guarantee 

obiigations

Fund:. 308(d)(3)(A-C) 

refinancing or 

modif ic ati on  of 

terms

for c oa st al -de pe nd ent for co as tal -d ep e n de n t 

energy activityenergy activity

308(d)(3)(D)

Repayment  gFJfir
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envir on men ta l/

recreational

losses

308(b);4)(C) 

environmental/ 

recreational grants

for coastal- de pen de nt
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recreational grants

******************** ************************************************************** *•*****★**+***+**•*•*******★****■*★*■■*★*■*•» **★**★*■

energy activity

en er gy activ ity

1 Formula Grants

Planning Grants
Envi ronmental/Recreat ional 
' " ~ Grants,
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•  0

s i g n i f i c a n t l y
.e n e rg y  f a c i l i t i e s ^ a f f e c t i n g  th e  c o a s t a l  z o n e , in c lu d in g

(1 )  » a n a l y s i s  o f  governm en t o r  p r i v a t e  in d u s t r y  s i t i n g  p o l i c i e s ;

( i i )  < d e v i s in g  s t r a t e g i e s  f o r  th e  p u b l ic  p u rc h a s e  o f  la n d  o r  th e  

e s t a b l is h m e n t  o f  o t h e r  e n fo r c e a b le  la n d - u s e  c o n t r o l s  f o r  la n d s  u p o n .o r  n e a r  

w h ic h  e n e rg y  d e ve lo p m e n t i s  to  ta k e  p la c e ;

( i i i )  d e v i s in g  m ethods o f  p r o t e c t in g  e n v iro n m e n ta l r e s o u r c e s ,  a s  

d e f in e d  i n  § 9 3 1 .7 2 ,  th re a te n e d  b y th e  s i t i n g ,  c o n s t r u c t io n ,  o p e r a t io n ,  o r  

e x p a n s io n  o f  new o r  expanded  e n e rg y  f a c i l i t i e s ;  o r

/ *
( i v )  c o n d u c t in g  r i s k  management s t u d ie s ,  h a z a rd  a n a ly s e s ,  em ergency 

c o n t in g e n c y  p la n n in g  and c o o r d in a t io n  s t u d ie s ,  and a s s e s s m e n t  o f  m i t ig a t in g  

m e a su re s  f o r  m a in t a in in g  o r  im p ro v in g  p u b l i c  s a f e t y  th re a te n e d  by th e  s i t i n g ,
l <

. c o n s t r u c t i o n ,  e x p a n s io n , o r  o p e r a t io n  o f  new o r  expanded  e n e rg y  f a c i l i t i e s .

(2 )  P la n n in g  f o r  t he co n se q u e n ce s  o f  a s p e c i f i c  new o r  expanded e n e rg y

s i g n i f i c a n t l y  
f a c i l i t y ^ a f f e c t i n g  th e  c o a s t a l  z o n e , in c lu d in g

( i )  s tu d y  o f  and p la n n in g  f o r  e c o n o m ic , s o c i a l ,  o r  e n v iro n m e n ta l

c o n se q u e n c e s  o f  th e  s i t i n g ,  c o n s t r u c t io n ,  e x p a n s io n , o r  o p e r a t io n  o f  a new 

o r  expan d ed  e n e rg y  f a c i l i t y  su ch  as

(A ) in c r e a s e d  p o p u la t io n ;

(B )  ch a n g e s  in  em ploym ent p a t t e r n s ,  in c lu d in g  th o s e  in  f i s h in g  and 

t o u r is m ;

(C )  ch a n g e s  in  demand f o r  p u b l ic  f a c i l i t i e s ,  p u b l i c  s e r v i c e s ,  and 

h o u s in g ;

(D ) l o c a l  p r i c e  i n f l a t i o n ;

( E )  ch a n g e s  in  p a t t e r n s  o f  t a x  and u s e r  fe e  re v e n u e s  o r  i n t e r ­

g o v e rn m e n ta l t r a n s f e r s ;

( F )  e f f e c t s  on f i s h i n g  and to u r is m  r e s o u r c e s ;



n

„  . . . .  . , W ' ! --v-f;.’*®1. , : S j l l . - ; i ' * : v ' - - ‘?iw?,'//'*'. iraKj^^f^r^vi® ;

(G ) e f f e c t s  on b e a c h e s , sand  d u n e s , a i r  q u a l i t y ,  w a f .e r  q u a l i t y ,

o r  o t h e r  e n v iro n m e n ta l o r  r e c r e a t i o n a l  r e s o u r c e s ;

(H ) s h o r e l in e  e r o s io n ;

( I )  e c o lo g ic a l  e f f e c t s ;  and 

( J )  e f f e c t s  on p u b l i c  s a f e t y .

' ( i i ) ‘ c o n d u c t in g  a n a ly s e s  r e q u ir e d  f o r  s t a t e  o r  l o c a l  r e g u la t o r y  d e c i s io n s

r e la t e d  to  e n e rg y  f a c i l i t i e s ,  in c lu d in g  l i c e n s e s ,  l e a s e s ,  p e r m it s ,  and 

z o n in g  o r d in a n c e s ;  .  ..........  *

( i i i )  p e r fo rm in g  c o s t / b e n e f i t  a n a ly s e s  o r  o t h e r w is e  co m p a rin g  th e  

co n se q u e n ce s  o f  a l t e r n a t e  e n e rg y  f a c i l i t y  s i t e s  o r  t y p e s ;
• i

( i v )  d e v i s in g  s t r a t e g i e s  f o r  r e c o v e r in g  c o m p e n sa t io n  fro m  a p p r o p r ia t e
i

p a r t i e s  f o r  a n y  a d v e r s e  e f f e c t s  .cau se d  b y  th e  e n e rg y  f a c i l i t y  in v o lv e d ;

( v )  f o r e c a s t in g  em p lo ym en t, p o p u la t io n ,  p u b l i c  f a c i l i t y  and p u b l ic  

s e r v i c e  n eed s and c o s t s ,  and t a x  o r  u s e r - f e e  r e v e n u e s ;

( v i )  p la n n in g  f o r  th e  p u b l i c  f a c i l i t i e s  e l i g i b l e  f o r  f in a n c in g  

u n d e r S u b p a r t  E  o f  t h i s  p a r t ;

( v i i )  s tu d y  o f  and p la n n in g  f o r  th e  s e c o n d a ry  c o n s e q u e n c e s , in c lu d in g  

e n v iro n m e n ta l and eco n o m ic c o n s e q u e n c e s , o f  a l t e r n a t i v e  ty p e s  and s i t e s

of p u b l i c  facilities eligi b l e  for financing u n d e r  Subpart E of this part; and

( v i i i )  s tu d y  o f  and p la n n in g  f o r  th e  co n se q u e n c e s  o f  th e  p h a s in g  o u t o f 

e n e rg y  f a c i l i t i e s .

( 3 )  C a r r y in g  o u t p r o je c t s  n e c e s s a r y  to  a d m in is t e r  a s s i s t a n c e  u n d e r 

‘ S e c t io n  3 0 8 , in c lu d in g ;

( i )  c o l l e c t i n g  d a ta  and a n a ly z in g  in fo r m a t io n  r e q u ir e d  in § § 9 3 1 .A 8  ( a ) ( 5 )  

and 9 3 1 .7 8 ( c ) ( 4 )  f o r  e n v iro n m e n ta l im p a c t a s s e s s m e n t ;

  ( i i )  d e s ig n in g  and c a r r y in g  o u t an  i n t r a s t a t e  a l l o c a t i o n  p ro c e s s  a s

d e s c r ib e d  i n  S u b p a rt  J  o f  t h i s  p a r t ;  and

(iii) p aying other reasonable costs of a d m i n i s t e r i n g  ass i s t a n c e  under

r» TDfl . . ______________.



•V r i  > n

H

• >.-*w
*«• v »

k ; W
..•<i 

 !

v^Spj

UNITED STA TES  D EPA RTM EN T OF COM M ERCE 
National Oceanic and Atm ospheric Adm inistration
Rockville, Maryland 20852

/■_

C r y f y r f u Z & C '
April 21 , 1977 y

Mr. Kevin Waring <-
Department of Community and Regional Affairs 
Community Planning 
Pouch B
Juneau, Alaska 99811 

Dear Kevin:

APR 2 5 1977

DEPT. OF COMMUNITY 
AND REGIONAL AFFAIRS

It was good seeing you again last week. I hope our meetings on the 
Coastal Energy Impact Program (CEIP) - both in Juneau and in Anchorage —  
were productive and useful from your perspective.

I have read the draft your staff provided me of Alaskan House Bill 219.
The permit-fee provisions of this legislation certainly could provide 
Alaskan communities with significant assistance in planning for and 
dealing with the effe'-’s of new onshore energy and support facilities 
and I can say with ce. , .nty that this proposed legislation would create 
a useful'complement to the CEIP. The provisions of the bill, .I. feel ? 
would.not be duplicative of the CEIP in any way.

By providing credit assistance -- loans and guarantees -- for front-end 
financing of new public facilities and services needed as a result of 
coastal energy activity, the CRIP acts in effect, as a source of last 
resort.

The regulations implementing the CEIP encourage a state or community to
internalize the costs of energy development (as HB 219 would). And,
si.nce.CEIP assistance is largely.in the form of loans -- not grants -- 
the Federal Impact Program creates an incentive for the state or 
community to charge a private developer with the full costs that the 
development imposes on the state or community.

As has been emphasized before, the CEIP cannot be used as a complete 
solution to the energy impact problems of any state, the CEIP is only
one tool that can be employed in conjunction with other tools (such as
the permit-fee system perhaps) to deal in a comprehensive way with all
the effects of energy development.

It appears to us that the provisions of the legislation when used in 
conjunction with those types of assistance that are available through 
the CEIP, could go a long way to solving Alaska's energy impact problems.

Sincerely,

^o^oellyn K. Murphy 
Director
l̂ fice of Federal Programs



T. M. M a t t h e w s  
E x x o n  C o m p a n y ,  U.S.A.

M y  n a m e  is T o m  M a t t h e w s .  I a m  M a n a g e r  of E n g i n e e r i n g  for 
E x x o n  in Alaska. I a p p r e c i a t e  t h e  o p p o r t u n i t y  to o f f e r  c o m m e n t s  
o n  the b i l l  b e f o r e  this c o m m i t t e e ,  H o u s e  B i l l  219, c o n c e r n i n g  
s h o r e  f a c i l i t y  use p e r m i t s .  I w o u l d  like to t a l k  a b o u t  the p r e m i s e  
of the bill and h o w  that is fals e and w h a t  the real i m p acts of 
O C S  e x p l o r a t i o n  and d e v e l o p m e n t  a c t i v i t i e s  are.

The b a s i c  p r e m i s e  of the b i l l  is t h a t  t h e r e  are i m m e d i a t e  
m a j o r  impa cts and d e m a n d s  o n  s t a t e  and m u n i c i p a l  p u b l i c  s e r v i c e s  
f r o m  OCS a c t i v i t i e s  and t h a t  no r e v e n u e  a c c r u e s  to the s t a t e  or 
m u n i c i p a l i t i e s  affect ed. A  s e c o n d  p r e m i s e  of the bill is that 
OC S  c a u s e d  d e m a n d s  for p u b l i c  s e r v i c e s  e x c e e d s  r e v e n u e s  e v e n  m o r e  
t h a n  o n s h o r e  e n e r g y  p r o j e c t s .

I w o u l d  like to p o i n t  o u t  t h a t  the b a s i c  p r e m i s e  is f a l s e  on 
b o t h  p o i n t s  and w i l l  p o i n t  o u t  why. T h e  second p r e m i s e  is an 
i n c r e d i b l e  s t a t e m e n t  in v i e w  t h a t  the p e t r o l e u m  i n d u s t r y  n o w  
p a y s  over 60% of the r e v e n u e s  t h a t  go into the state's u n r e s t r i c t e d  
g e n e r a l  fund and w i l l  g r o w  to 85% in a few years. C e r t a i n l y  
the i n d ustry d o e s n ' t  r e q u i r e  85% of t h e  p u blic services.
T h e  bill, however, a s s u m e s  all o f  the p r e m i s e s  are true and w a n t s  
to r e c o v e r  all c o s t s  a s s o c i a t e d  w i t h  impacts^ It thus r e q u i r e s  of 
e v e r y  p e r s o n  explo ring, d e v e l o p i n g ,  or p r o d u c i n g  unde r a v a l i d  
O C S  lease, a p e r m i t  for a n y t h i n g  leased, contrac ted, c o n s t r u c t e d ,  or 
in a n y  w a y  p r o v i d e d  to s u p p o r t  s h o r e  f a c i l i t y  a c t i v i t y  d u r i n g  
e x p l o r a t i o n  d e v e l o p m e n t ,  p r o d u c t i o n  or t r a n s p o r t a t i o n .  O n e  c o u l d  
s t r e t c h  this to the l u d i c r o u s  e x t r e m e s  of r e q u i r i n g  a p e r m i t  to
r e n t  an A v i s  car or lease an E R A  h e l i c o p t e r ,  and r e s t r i c t s  a
p e r s o n ' s  r i g h t  to p r i v a t e l y  c o n t r a c t  and c o n d u c t  b u s i n e s s  in a 
n o r m a l  manner. T h i s  w o u l d  a l s a  p l a c e  i n d irect r e s t r i c t i o n s  o n  a 
p e r s o n  e x p l o r i n g  fr om d o i n g  b u s i n e s s  w i t h  n a t i v e  c o r p o r a t i o n  s h o r e  
b a s e  f a c i l i t y  p l a n s  at Y a k uta t, Icy Bay, C a p e  Chimak, etc., as the 
p e r m i t / i m p a c t  fee a l l e g e d  b y  t h e  s tate m i g h t  be too e x p e n s i v e .

The p e r m i t  c o s t  or fee is b a s e d  o n  the s t ate's a s s e s s m e n t  
of m a x i m u m  p o p u l a t i o n  i n c r e a s e  o c c u r r i n g  o v e r  the n e x t  20 y e a r s  from 
OCS d e v e l o p m e n t  m u l t i p l i e d  by c u r r e n t  per c a p i t a l  co st e s t i m a t e s .  
T h i s  a p p a r e n t l y  a s s u m e s  n o  d r y  h o l e s  and full d i s c o v e r i e s  e v e r y­
where. This is e s s e n t i a l l y  p a y i n g  a tax today for s o m e t h i n g  t h a t
m i g h t  h a p p e n  in the future. T h e  tax is r e d u c e d  by the s t a t e ' s
p r o j e c t i o n s  for r e v e n u e s  and g r a n t s  a s s o c i a t e d  w i t h  OCS d e v e l o p m e n t .



P a g e  T w o

The r e v e n u e s  a n d  g r a n t s  are d i s c o u n t e d  to r e d u c e  t h e m  to p r e s e n t  
d a y  d o l la rs. A m a z i n g l y ,  a c c o r d i n g  to the b i l l ,  h o w e v e r ,  the 
f u t u r e  p o p u l a t i o n  c o s t s  are not.

T h e s e  c o s t  i m p a c t s  a r e  b a s e d  on the s t a t e ' s  projection.0 ->f 
f u t u r e  p o p u l a t i o n  incr ea s e s .  R e p o r t e d  in e a r l i e r  t e s t i m o n y ,  
these i m p a c t s  w e r e  s a i d  to b e  95,000 to 1 0 0 , 0 0 0  p e o p l e  a n d  i m p a c t  
c o s t s  r a n g i n g  f r o m  $400 to $685 m i l l i o n .  T h e s e  n u m b e r s  w e r e  
o r i g i n a l l y  d e v e l o p e d  b y  the O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  in 
W a s h i n g t o n ,  D.C. T h e y  a s s u m e d  all lease s a l e s  o c c u r r i n g  s i m u l­
taneousl y, s i m u l t a n e o u s  d i s c o v e r y  and d e v e l o p m e n t  in all areas, 
no use o f  e x i s t i n g  p o p u l a t i o n ,  and s i m u l t a n e o u s  w i t h  a T r a n s -  
A l a s k a  gas p i p e l i n e .  E v e n  O M B  admits these n u m b e r s  are i naccur ate; 
n^t i n d i c a t i v e  o f  a c t u a l  p r o b a b i l i t i e s .  (See a t t a c h e d . )  The 
st ate's n u m b e r s  a r e  f u r t h e r  b a s e d  on N o r t h  S e a  e x p e r i e n c e .  T h i s  
is i n a c c u r a t e .  N o r t h  Sea d e v e l o p m e n t  w a s  v e r y  a c c e l e r a t e d .  
E s s e n t i a l l y  all a t t r a c t i v e  acreage, a b o u t  40% o f  the t o t a l  N o r t h  Sea 
w a s  l e a s e d  in a 3-4 y e a r  period. C u r r e n t l y  t h e r e  a r e  44 e x p l o r a­
tory r i g s  w o r k i n g  in t h e  N o r t h  Sea. At the p e a k  t h e r e  w e r e  
n e a r l y  50. A t  t h e  end of this year, t h e r e  w i l l  be 45 m a j o r  
p r o d u c i n g  p l a t f o r m s .  O v e r  100 oil and gas d i s c o v e r i e s  h a v e  b e e n  
made, 50 of t h e m  m a j o r .  C o n t r a s t  this to less t h a n  5% o f  the 
tote 1 OCS a c r e a g e  in the U n i t e d  S tates  b e i n g  l e a s e d  s i n c e  its 
i n c e p t i o n  a n d  a m a x i m u m  of 5 to 6 e x p l o r a t o r y  r i g s  f o r e c a s t  for 
A l a s k a  OCS e x p l o r a t i o n .  F u r t h e r m o r e  in the N o r t h  Sea, s i t e s  
w e r e  set up to c o n s t r u c t  rigs, plat forms, ships, etc. T h i s  w i l l  
no t  be d o n e  in A l a s k a .  E x i s t i n g  yards in t h e  N o r t h w e s t e r n  
s t ate s a n d  J a p a n  w i l l  m o s t  l i k e l y  b e  u s e d  a n d  n e w  y a r d s  w i l l  not 
be  c o n s t r u c t e d  in A l aska. E v i d e n t l y  the c o u n t r i e s  i n v o l v e d  in the 
N o r t h  Sea s u c h  as the U n i t e d  K i n g d o m  d e c i d e d  o n  a p r o g r a m  of 
e n e r g y  d e v e l o p m e n t  and, as a result, w i l l  b e  e n e r g y  s e l f - s u f f i c i e n t  
w i t h i n  a c o u p l e  o f  years. P e r h a p s  the U n i t e d  S t a t e s  s h o u l d  h a v e  
the same p r o g r a m  o b j e c t i v e s  in a c t i o n  r a t h e r  t h a n  j u s t  in thought.

L et's r e v i e w  w h a t  then are some real i m p a c t  n u m b e r s  in Alaska, 
b a s e d  on a c t u a l  e x p e r i e n c e  in e x p l o r a t o r y  w o r k  t h a t  has r e s u l t e d  
f r o m  the N o r t h e r n  G u l f  of A l a s k a  lease sale 039 t h a t  o c c u r r e d  in 
e a r l y  1976. T o d a y  t h r e e  $50 m i l l i o n  d o l l a r  s e m i - s u b m e r s i b l e  rigs 
are d r i l l i n g  in t h e  O C S  area of Alaska, Exxon, ARCO, and Shell.

E x x o n  has e s t a b l i s h e d  a t e m p o r a r y  s ho re b a s e  at S e w a r d  to 
p r o v i d e  the p r i m a r y  l o g i s t i c a l  s u p p o r t  for its G u l f  of A l a s k a  
e x p l o r a t o r y  o p e r a t i o n s .

A  3 0 - a c r e  t r a c t  t h r e e  m i l e s  n o r t h  of S e w a r d  w a s  l e a s e d  b y  
E x x o n  to be u s e d  as a s t o r a g e  area for p i p e  a n d  o t h e r  m a t e r i a l s .  
R a d i o  c o m m u n i c a t i o n s  e q u i p m e n t  a l s o  has b e e n  i n s t a l l e d  a t  this  
site and at Y a k a t a g a ,  w h i c h  i n c l u d e s  a small  w a r e h o u s e .  E x x o n  
a l s o  has  l e a s e d  a s m a l l  t ract ne ar the A l a s k a  R a i l r o a d  D o c k s  
for o p e n  s t o r a g e  of h e a v i e r  items such as a n c h o r s  a n d  chain.

Two large w o r k b o a t s ,  e a c h  a p p r o x i m a t e l y  210 f e e t  long b y  
40 feet wide, w i l l  be u s e d  to t r a n s p o r t  fuel, e q u i p m e n t  and 
m a t e r i a l  f r o m  the A l a s k a  R a i l r o a d  d o c k  to t h e  A l a s k a n  Star.
A f t e r  d r i l l i n g  o p e r a t i o n s  begin, p e r s o n n e l  w i l l  b e  t r a n s p o r t e d  to 
the r i g  b y  h e l i c o p t e r  f r o m  Y a k u t a t  w h i c h  p r o v i d e s  a s h o r t e r  f l y i n g  
d i s t a n c e  f r o m  Seward. M o s t  of E x x o n ' s  t r a c t s  a r e  m o r e  t h a n  200 
m i l e s  fr om S e w a r d  and a p p r o x i m a t e l y  100 m i l e s  f r o m  Y a k u t a t .



E x x o n ' s  w o r k  fo rce in Seward, i n c l u d i n g  c o m p a n y  and c o n t r a c t  
e m p l o y e e s ,  w i l l  i n c l u d e  a b o u t  four p e o p l e  to h a n d l e  and d i s p a t c h  
m a t e r i a l s  and to m a n  the r a d ios. In addition,  it is a n t i c i p a t e d  
t h a t  local s u b c o n t r a c t o r s  w i l l  r e q u i r e  a b o u t  eight r e s i d e n t s  on 
e i t h e r  a full o r  p a r t - t i m e  b a s i s  for shore t r a n s p o r t a t i o n  and 
m a t e r i a l  handling. A d d i t i o n a l l y ,  13 p e o p l e  w i l l  b e  u s e d  in s u p p l y  
a n d  logistics, t h e r e f o r e  a t o t a l  of a b o u t  25 A l a s k a  r e s i d e n t s  w i l l  
b e  e m p l o y e d  in Seward, a n c h o r a g e , Y a k a t a g a ,  and Y a k u t a t  b y  E x x o n  
a n d  its c o ntr actors.

The o v e r a l l  w o r k  f o r c e  —  i n c l u d i n g  rig crews, h e l i c o p t e r  and 
w o r k b o a t  crews  and o n s h o r e  p e r s o n n e l  —  w i l l  total a p p r o x i m a t e l y  
200. E s s e n t i a l l y  all of t h e s e  c r e w  p e r s o n n e l  w i l l  be f r o m  o u t  of 
s t a t e  and will fly b a c k  to the L o w e r  48 d u r i n g  their time off.
T h e s e  a r e  e x p e r i e n c e d  o f f s h o r e  c r e w m e n  w h o  t r a v e l  a r o u n d  t h e  w o r l d ,  
w h e r e v e r  r i g s  s u c h  a s  t h e  A l a s k a n  S t a r  o p e r a t e .  T h e s e  p e o p l e  
w o r k  2 w e e k s  o n / 2  w e e k s  o f f  a n d  a r e  f l o w n  b a c k  to t h e i r  h o m e s  
d u r i n g  o f f  ti m e s .

On the short t e r m  then, the i m pact of E x x o n ' s  o p e r a t i o n s  in 
the S e w a r d  ar ea w i l l  c o n s i s t  of a l i m i t e d  a m o u n t  of local e m p l o y­
m e n t  and as m u c h  in the w a y  of g o o d s  and s e r vices as can b e  p r o­
vi d e d  l o call y for an o p e r a t i o n  o f  this nature. T hese  g o o d s  and 
s e r v i c e s  are e s t i m a t e d  at $ 7 5 0 , 0 0 0 / m o n t h .

A R C O / S h e l l  i n d i c a t e  in r e c e n t  p u b l i c a t i o n s  that t h e i r  total 
s h o r e  f a c i l i t y  f o r c e  in Y a k u t a t  t o t a l s  36, m o s t  of w h i c h  w e r e  
h i r e d  from e x i s t i n g  local resid e n t s ,  w i t h  s i milar types of 
o p e r a t i o n s  for goods a n d  services. T h e s e  n u m b e r s  r e p r e s e n t  the 
r e a l  e v i d e n c e  of i m p a c t  d u r i n g  e x p l o r a t o r y  o p e r a t i o n  as o f f s h o r e  
d e v e l o p m e n t  is not p e o p l e  i n t e n s i v e  b u t  c a p i t a l  intensive. It 
in n o  w a y  r e s e m b l e s  the p e o p l e  i n t e n s i v e  c o n s t r u c t i o n  of the 
A l y e s k a  pipeline.

P r e d i c t i n g  s p e c i f i c  l o n g - t e r m  i m p a c t  is m o r e  d i f f i c u l t ,  a n d  
e v e n  i m p o s s i b l e  a t  t h i s  t i m e ,  b e c a u s e  t h e r e  a r e  t o o  m a n y  v a r i a b l e s  
a n d  u n k n o w n s .  F u t u r e  a c t i o n s  b y  E x x o n  w i l l  d e p e n d  on  w h e t h e r  
d i s c o v e r i e s  a r e  m a d e ,  h o w  m u c h  o i l  o r  g a s  is d i s c o v e r e d ,  w h e r e  
i t  is l o c a t e d ,  a n d  w h e t h e r  t h e r e  a r e  a d d i t i o n a l  l e a s e  s a l e s  in 
t h e  w e s t e r n  g u l f  a n d  t h e  l o w e r  C o o k  I n l e t .

In a n y  case, t h e r e  w i l l  be n o  b o o m  or b u s t  e f f e c t  on the
e c o n o m i c s  of c o a s t a l  c o m m u n i t i e s  such as Seward. If E x x o n  or 
a n y  o t h e r  c o m p a n y  m a k e s  a d i s c o v e r y  in the G u l f , it w : \ l  take at 
l e a s t  three to ten y e a r s  t p  b r i n g  it on production, d e p e n d i n g  o n  . 
p e r m i t  p r o c e d u r e s  and c o n s t r u c t i o n  times. D u r i n g  the e a r l y  
p a r t  o f  this period, m a n y  of t he u n c e r t a i n t i e s  will h a v e  b e e n  
answered, and d e c i s i o n s  r e g a r d i n g  the l o c a t i o n  of p e r m a n e n t  s hore-  
s u p p o r t  f a c i l i t i e s  w i l l  b e  made.

T h a t  d i s c u s s i o n  s h o w s  w h a t  t h e  r e a l  o p e r a t i o n s  t o d a y  are.
T w e n t y - f i v e  p e o p l e  in E x x o n ' s  o p e r a t i o n ,  e s s e n t i a l l y  a l l  e x i s t i n g  A l a s k a n s  
Y e t  u n d e r  t h i s  b i l l ,  b e f o r e  w e  c o u l d  h a v e  b e g u n ,  w e  w o u l d  h a v e  b e e n
r e q u i r e d  t o  o b t a i n  p e r m i t s  f o r  t h e  r e n t a l  w a r e h o u s e s ,  p r o p e r t y  l e a s e s ,

r a i l r o a d  d o c k  u s a g e ,  h e l i c o p t e r  c o n t r a c t s ,  a n d  c o m m u n i c a t i o n s  f a c i­
li t i e s ;  e s s e n t i a l l y  e v e r y t h i n g  a n d  p r e t t y  r i d i c u l o u s .



The p o i n t  w a s  m a d e  t h a t  no r e v e n u e s  a c c r u e  to l o c a l  or state 
e n t i t i e s  f r o m  t h i s  c u r r e n t  operation. E v e n  in v i e w  of the n o n­
ex i s t e n c e  o f  i m p a c t s  on state or local p u b l i c  s e r v i c e s ,  let us 
t a l k  a b o u t  the r e v e n u e  b e i n g  received:

In Seward, w e  p a y  3% sales and use taxes. W e  p a y  w h a r f a g e  
fees and p r o p e r t y  t a x e s  on land i m p r o v e m e n t s .  A d d  to t h i s  the 
b e n e f i t  to l o cal e m p l o y m e n t  and economy. O t h e r  m u n i c i p a l i t i e s  
a l s o  r e c e i v e  p r o p e r t y  taxes and u s e  taxes. The s t a t e  r e c e i v e s  
income taxes f r o m  t h e  i n d i v i d u a l s  employed. F r a n c h i s e  and b u s i n e s s  
l i c e n s e e  taxes for all b u s i n e s s e s  u t i l i z e d  are i n c r e a s e d  as their 
gr o s s  p r o c e e d s  inc rease. T h e  state g e t s  2C to 4C p e r  g a l l o n  on 
the 10,000 g a l l o n s  p e r  d a y  of fuel that the rig o p e r a t i o n s  use.
A t  the state n u m b e r  of $7000 per c a p i t a  for p u b l i c  s e r v ice s, this 
a l o n e  w o u l d  p a y  for p u b l i c  s e rv ice costs o f  all of t h e  p e o p l e  
i n v o l v e d  in E x x o n ' s  o p e r a t i o n  e v e n  if t h e y  w e r e  n e w  a d d i t i o n s  
to Alaska.

F u r t h e r m o r e  the state income tax on c o m p a n i e s  such as E x x o n  
is b a s e d  on a t h r e e  f actor f o rmula of revenue, p e o ple, a n d  p r o­
perty. As t h e s e  t h r e e  factors  go up, so d o e s  the s t a t e  income 
tax take f rom Exxon.  T h e s e  revenues, of course, w i l l  b e  even 
m o r e  true and i n c r e a s e  in the future if d e v e l o p m e n t  t a k e s  place.

Th e r e  are a l s o  c u r r e n t l y  e x i s t i n g  f e d e r a l  p r o g r a m s  t h r t  g r a n t  
m o n i e s  for OCS i m p a c t s  that n e g a t e  the need for n e w  s t a t e  p e r m i t  
fees/taxes. T h e  1976 a m e n d m e n t s  to the 1972 C Z M A  A c t  p l a c e d  
$1.6 b i l l i o n  for u se b y  states. $800 m i l l i o n  are in v a r i o u s  
g r a n t  forms and $800 m i l l i o n  are in a ssistance,  l o a n s , , a n d  
p a r t i a l  grants. T he S e n a t e - H o u s e  Coi f e ren ce C o m m i t t e e  e s t i m a t e d  
A l a s k a  w o u l d  b e  e l i g i b l e  for 25% of t h e  funds.

In summary, o u r  p o s i t i o n  is that the n e e d  for the b i l l  is 
non-ex i s t e n t .  N o  m a j o r  d e m a n d s  h a v e  b e e n  r e a l i z e d .  T h e r e  are no 
immed i a t e  p r o b l e m s  n o r  is there e v i d e n c e  t h e r e  w i l l  e v e r  b e  a 
problem. C u r r e n t  f a c i l i t y  and s e rvice  d e m a n d s  are f u l l y  pa id for 
in e x i s t i n g  r e v e n u e s  plus a d d i t i o n a l  funds are a v a i l a b l e  from 
federal C Z M A  p r o g r a m  grants.
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D e a r  Mr. Arnold:

T h e  e n c l o s e d  p a p e r  d e s c r i b e s  t h e  a p p r o a c h  u s e d  t o  d e r i v e  the 
d i r e c t  e m p l o y m e n t  e s t i m a t e s  f o r  A l a s k a n  O C S  d e v e l o p m e n t  u n d e r­
lyi n g  t h e  f i g u r e s  c i t e d  i n  t h e  C o a s t a l  Z o n e  M a n a g e m e n t  
N e w s l e t t e r  e n c l o s e d  i n  y o u r  l e t t e r  o f  J a n u a r y  21.

W e  do n o t  c o n s i d e r  t h e  f i g u r e s  q u o t e d  in t h e  N e w s l e t t e r  to b e 
v a l i d  e s t i m a t e s  of t h e  e x p e c t e d  i m p a c t s  in A l a s k a  of P C S  
d e v e l o p m e n t . T h o s e  f i g u r e s  w e r e  p r e p a r e d  in an a n a l y s i s  d o n e  
in M a y  of 1975. T h e  p u r p o s e  w a s  to d e t e r m i n e  t h e  r o u g h  o r d e r  
o f  m a g n i t u d e  of O C S  d e v e l o p m e n t  i m p a c t s  b a s e d  u p o n  d e l i b e r a t e l y  
p e s s i m i s t i c  a s s u m p t i o n s .  It w o u l d  t h e n  be p o s s i b l e ,  d e s p i t e  
t he g r e a t  u n c e r t a i n t i e s ,  to c r e d i b l y  s a y  t h a t  t h e  l i k e l i h o o d  
o f  even m o r e  s e v e r e  i m p a c t s  w o u l d  be n e g l i g i b l e .

T h e  estimates, t h e r e f o r e ,  w e r e  d e l i b e r a t e l y  b i a s e d  u p w a r d s  a t  
several stages in t h e  a n a l y s i s  in o r d e r  to p r o d u c e  an "upper 
limit" or "worst c a s e "  e s t i m a t e .  S o m e  of t h e  m a j o r  .sources 
of b i a s  are:

- T h e  l e a s i n g  s c e n a r i o  u s e d  w a s  the O C S  p l a n n i n g  s c h e d u l e  
w h i c h  w a s  l a t e r  p u b l i s h e d  in J u n e  of 1975. I t  w a s  
r e c o g n i z e d  as a v e r y  a m b i t i o u s  and o p t i m i s t i c  s c h e d u l e  
for Alaska. A c t u a l  l e a s i n g  in A l a s k a  is l i k e l y  to b e  
s prea d o v e r  a s u b s t a n t i a l l y  l o n g e r  p e r i o d  t h a n  t h a t  
s c h e d u l e  had a n t i c i p a t e d .  T h e  i m p a c t s  w i l l  a l s o  be 
s prea d o v e r  a l o n g e r  p e r i o d ,  r e d u c i n g  the i n f r a s t r u c t u r e  
n e e d s  t o w a r d  a l e v e l  b a s e d  o n  the " p e r m a n e n t "  d i r e c t  
e mployment.

. - T h e  d e v e l o p m e n t  s c e n a r i o  f o l l o w i n g  e a c h  l e a s e  s a l e  
a s s u m e d  v e r y  r a p i d  e x p l o r a t i o n  a n d  d e v e l o p m e n t .

- It w a s  a s s u m e d  t h a t  all d i r e c t  e m p l o y m e n t  in e v e r y  
a f f e c t e d  A l a s k a n  r e g i o n  w i l l  be o f  p e o p l e  n e w  to t h a t  
region. T h i s  is c l e a r l y  u n r e a l i s t i c .



T h e  p a p e r  c a l c u l a t e d  a p e a k  d i r e c t  e m p l o y m e n t  o f  1 9 , 2 0 0  a n d  a 
p e r m a n e n t  d i r e c t  e m p l o y m e n t  o f  6 , 1 0 0  r e s u l t i n g  f r o m  the O C S  
d e v e l o p m e n t  s c e n a r i o  e x a m i n e d .  In o r d e r  t o  a r r i v e  a t  a t o t a l  . 
p o p u l a t i o n  i n c r e a s e  f i g u r e  a n d  a t o t a l  i n f r a s t r u c t u r e  c o s t  
figure, t h e  f o l l o w i n g  s t e p s  w e r e  t a k e n :

- T h e  p e a k  a n d  p e r m a n e n t  d i r e c t  e m p l o y m e n t  w e r e  a v e r a g e d ,  
g i v i n g  1 3 , 6 5 0 .  It w a s  a s s u m e d  t h a t  p u b l i c  i n f r a s t r u c t u r e  
n e e d s  w o u l d  b e  b a s e d  on t h i s  v o l u m e  o f  d i r e c t  e m p l o y m e n t .  ,

- I t  w a s  a s s u m e d  t h a t  all d i r e c t  e m p l o y m e n t  w a s  b y  p e o p l e  
n e w  t o  t h e  A l a s k a n  a r e a s  in q u e s t i o n .

- T h i s  d i r e c t  e m p l o y m e n t  o f  n e w  r e s i d e n t s  w a s  m u l t i p l i e d  
b y  a d i r e c t  t o  t o t a l  e m p l o y m e n t  m u l t i p l i e r  o f  2 . 7 5  a n d  
a  t o t a l  e m p l o y m e n t  to p o p u l a t i o n  m u l t i p l i e r  o f  2.5, 
g i v i n g  a t o t a l  a d d i t i o n a l  p o p u l a t i o n  o f  9 4 , 1 8 5 .

- T h e  t o t a l  i n f r a s t r u c t u r e  c o s t  w a s  d e r i v e d  f r o m  this 
p o p u l a t i o n  f i g u r e  b y  u s i n g  $ 7 , 2 5 0  p e r  c a p i t a .

It is u n f o r t u n a t e  t h a t  t h e s e  f i g u r e s  a r e  r e c e i v i n g  a w i d e  
c i r c u l a t i o n  w h i c h  char"a'd’tGTl'Z'e's"*them^aS" u k u  pro~jecti75ifS~"'o'f"* 
f u t u r e  O C S  i m p a c t s  in A l a s k a .  T h e i r  p u r p o s e  w a s  n o t  to p r o j e c t  
t h e  m o s t  l i k e l y  future, b u t  r a t h e r  to s h o w  that, e v e n  w h e n  
u n r e a l i s t i c a l l y  p e s s i m i s t i c  a s s u m p t i o n s  a r e  u s e d  in the 
a n a l y s i s ,  the c a l c u l a t e d  i m p a c t s  a r e  m a n a g e a b l e .

I b e l i e v e  t h a t  t h e  p a p e r  and t h e  f u r t h e r  s t e p s  d e s c r i b e d  a b o v e  
a r e  s e l f - e x p l a n a t o r y .  However, if y o u  h a v e  a n y  f u r t h e r  q u e s­
ti o n s  a b o u t  t h e  a n a l y s i s ,  w e  w i l l  b e  g l a d  t o  a d d r e s s  them.

D e p u t y  A s s o c i a t e  D i r e c t o r  
f o r  N a t u r a l  R e s o u r c e s

E n c l o s u r e



A. Justification for bill.

'■Document the actual potential for onshore impacts , and the inability of 

local ̂ governments to plan for, control, and pay for these impacts.

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

«

B. Local concerns. ̂ <

Examine and address anticipated local concerns and objections to HB 219.

For example, discuss the bill's effect on local property ta*x, on local 

regulatory powers and autonomy, on the localities/ability to attract develop­

ment, and on the development of facilities not included within the bill's 

coverage.

C. Legal issues.

Explore legal issues which could be used by onsite developers to challenge the 

bill. Federal issues are interstate commerce, preemption, conflict and equal 

protection. Sfate issues are local legislation, double taxation, duluuarTTTn, and 

preempt ion Vi "tv-c. oC .

p. PI anmng issues.

Does the Act accomplish its pupose? What powers are given to local units? Are 

regional needs*addressed? Is the role of CRA appropriate for it? How does the

W i v ; ^
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Coastal Management bill (HB 342) affect HB 219, especially in terms of

local actors and pertinent issues? Does the proposed severance tax potentially

alter the role of HB 219?

V.V ̂

E. Drafting.

v *

Suggestions for improvement in drafting HB 219 either to reflect the same 

substantive/procedural goals at present or to add to those goals.

F. Alternative means-finder existing law.

What techniques presently exist for local and state authorities to plan and 

pay for onshore developments related to OCS energy development. Fov' example, 

are special assessment bonds (AS 29.63.085) or special tax rates (AS 29.63.010) 

or special tax zones (AS 29.53.405) useful in passing the additional costs of 

development to the developer? Will loans under the Coastal Energy Impact 

Program be useful to local units,

C<r/i/;/■

Role of local zoning powers, especially contraband use.

' ■" ' ■ ■ ■■ , ■ ■ ■ : . •
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2. V.e h a v e  b e e n  e c o n o m i c a l l y  d e p r e s s e d  f o r  1 ” near s .
W e  are h e s i t a n t  t o  s u p p o r t  l e g i s l a t i o n  t h a t  could 
a d v e r s e l y  a f f e c t  a c o m p a n y’s d e c i s i o n  t o  l o c a t e  h e r e .

3. 'We a r e  r e l u c t a n t  to c o m m e n t  e v e n  t h o u g h  w e  l i v e  t h e  
c o n c e p t .  ’We w i l l  t a k e  it up w i t h  t h e  c o u n c i l  M o n d a y  
n i g h t .

$

?
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The Anchorage Times of February 16 reports Senator 

Ted Stevens as saying that Congress has directed the Interior 

Department to accelerate off-shore o51 and gas leasing. Although 

Alaska has been 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--severan.ce taxes, royalties or other--will 

go to the Federal Government. There is no provision for the 

State to collect any revenue from this activity, 'fhe 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

4
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 

thv 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

D r a f t  - 2 / 2 5 / 7 7

H.B. 219



heating oil because of inadequate insulation in their houses.

The purpose of HR 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.'
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T H E  A L A S K A  O C S  -  A n  u p r i a t a
By John Williams

Until r e c en t ly , J o h n  Williams s e r v e d  
as a M arin e A d v i s o r y  P ro gram  A g e n t  
w ith  t h e  U n iv ersity  o f  A la ska . H e  w a s  
in v o l v ed  w i th  s e a f o o d  p r o c e s s in g  an d  
co a s ta l  r e s o u r c e  activities.

B e c a u s e  o f  t h e  ra p id  c h a n g e s  in t h e  
p o l i c i e s  a n d  s c h e d u l i n g  o f  t h e  
d e v e l o p m e n t  o f  t h e  A la s k a r  n u f e r  
J o n t i n en ta l  s h e l f ,  an d  t h e  m . . .  
t im e la p s e  b e t w e e n  c o m p l e t i o n  o r  <. 
s to ry  a n d  t h e  d el i v er y  o f  Alaska Seas 
and Coasts, s o m e  p o in ts  c on ta in ed  i i f  
this a r tic l e  m ay  h a v e  c h a n g ed . M o r e  in­
fo rm a tion  will b e  p r e s e n t e d  s o o n  in 
Citizen's Handbook — The Alaska OCS 
T h e  p u b l i c a t i o n  will b e  p r e s e n t e d  b y  t h e  
A la s k a  S e a  G ran t P ro gram  w i th  partia l 
fu n d in g b y  t h e  S t a t e  o f  A la ska .

OCS UPDATE
ALASKA -  One down -  eight to go.

In April of this year, tho Department 
of the Interior leased the first outer 
continental shelf (OCS) oil development 
tracts off the coast. The sale, located in 
tho northeast Gulf of Alaska from Icy 
Ba> o Kayak Island, netted over 500 
million dollars in bonus bids for the 
Department of the Interior, which 
administers the OCS program through 
the Bureau of Land Management 
(BLM). This is the first of nine 
scheduled sales on Alaska's OCS.

S h e ll O il Com pany began 
kxploratory drilling in the Icy Bay 
region on September 1, with Sedco 706, 
a semisubmersible drilling rig. In 
October, ARCO began exploratory

d r il l in g  operations with the 
semisubmersible Ocean Ranger, recently 
transferred from the Bering Sea.

Sedco 706 is 330 feet high with its 
derrick upright, 245 feet wide, and 295 
feet long. It provides living quarters for 
96 men, and storage space sufficient to 
drill for several weeks without resupply 
The drilling rig is held in place by 
anchors connected to computer 
controlled tension winches, which 
compensate for wind, waves, and 
current to keep the rig located over the 
undersea well.

Next on BLM's agenda is a sale 
scheduled for lower Cook Inlet, 
followed by a western Gulf of Alaska 
(Kodiak) sale. Cook Inlet could go on 
ihe auction block early next year, with 
the Kodiak sale following later in 1977.

OCS IMPACTS

In early 1976, the federal 
government estimated that OCS leasing 
would create 90,000 oil jobs in Alaska 
to bo filled by trained personnel and 
that this would cost state and local 
governments in excess of $600 million 
to supply the necessary services and 
facilities to these new residents. This 
dollar figui a did not consider families of 
the oilmen or the jobs created in the 
service industries which accompany the 
oil business. An additional 1.3 to 1.7 
jobs will likely be created in service 
industries for each new oil job.

The Coastal Zone Management Act 
of 1972 ICZIVty.was amended this year 
to help states in planning and funding

coastal energy development activities. 
The CZM amendments of 1976 created 
a $1.2 billion national impact fund. 
Eight hundred million dollars of the 
fund is in the form of loans for 
environmental and economic planning, 
schools, highways, hospitals, guaranteed 
bonds, etc.

The remaining S400 million is 
available as grants to be tsed as a 
backup system for the loan fund. 
Money from this source will be 
distributed to states based upon a 
formula considering the number of 
offshore acres leased, the volume of oil 
and gas produced, population influx, 
etc.

The federal government's assistance 
to states coping with the onshore effects 
of OCS development is much more 
limited than for mineral resource 
development on federal lands contained 
w ithin state boundaries. In this 
situation, the federal royalty from the 
resource is shared with the stcte from 
which it was extracted and can be used 
in any manner that state government 
chooses. The royalty from OCS 
petroleum development is not shored by 
the federal government with adjacent 
states. In the case of OCS resources, 
state and local governments must apply 
for impact monies for specific purposes 
and be able to prove that it is a 
reasonable request.

In addition to the burden of proof 
requirement, states receiving OCS 
impact monies must already have or be

(C on tin u ed  o n  p a g e  2 )



making "reasonable progress" toward a 
coastal management plan as outlined in 
the CZM Act. Legislative support for 
development of such a plan for Alaska's 
coast has been minimal. The Legislature 
may have another look at coastal 
management legislation in the upcoming 
January session.

NEW ADM INISTRATION
Because of Jimmy Carter's election, 

man/ people in Alaska are now trying 
to assess the impact the new 
administration will make on the OCS 
lease schedule and procedures. To date, 
Carter has not been specific on the 
issue. He has, however, expressed some 
concern about ihe accelerated pace of 
lease sales and its impact on federal 
revenues from the leases.

With a Democratic congress and 
president, chances seem better that 
some changes will be made in the OCS 
Lands Act, under which the OCS i? 
adm inistered . Senator Jackson 
(D-Washington) wants new amendments 
completed and signed by late spring. 
The amendments reportedly would

(Continued from page 1) consider states' interests to a much 
greater degree, and involve state and 
local governments in the process.

The State of Alaska has conructed 
an ongoing battle with the Department 
of the Interior over the presently 
proposed lease schedule and procedures. 
In a letter dated August 4, 1976. 
Governor Hammond submitted the 
State's proposal for an OCS lease 
schedule to Secretary of the Interior 
Thomas Kleppe. The Secretary had 
promised to reassess the Alaska OCS 
sale schedule, which presently calls for 
nine sales in three years. What actions 
the lame duck Ford Administration may 
take on this matter prior to January 20 
are uncertain, although at press time 
negotiations were ongoing to 
dramatically revamp the present BLM 
schedule.

Hammot d bases his schedule on a 
number of factors of importance to the 
people and environment of Alaska. His 
reasons for slowing down the sale pace 
include the cumulative effects which 
would result from the present 
accelerated lease schedule and the 
impact on communities and people 
unprepared for the rapid influx of large 
development. Ilamrnond also wanted

time for further study of the physical 
hazards and potential environmental 
risks, especially in the ice covered west­
ern and northern waters, and time to 
prepare the management sectors of state 
and local government to deal with the 
many implications of petroleum devel­
opment on the frontier Alaska OCS.

Hammond's proposal, substantiated 
by considerable research by state 
agencies, would extend the schedule to 
six years, anr* would not include 
scheduled sales in the federal areas of 
the Beaufort Sea, Bristol Bay, or St. 
George Basin until further research and 
industrial technology are achieved. The 
state would agree to hold a joint 
state/federal lease sale in the shallow, 
inshore Beaufort Sea area in the fall of 
1977 in place of a federal Beaufort Sea 
sale in the deeper, shear ice zone.

Many of the changes resulted from 
recommendations by Governor Ham­
mond in his August letter t i  Interior 
Secretary Kleppe. The new sale dates 
reflect a compromise between the rapid 
schedule and Hammond's proposed de­
lays. The Department of the Interior 
and the state disagreed on the need to 
complete environmental studies before 
scheduling a lease sale.

B e a u f o r t  S e a

C h u c k c h i  S e a  - H o p e  B a s in  [ 
postponed indefinitely

B e r i n g  S e a  - N o r t o n  B a s in  

Dec 79

B e r i n g  S e a  - O u t e r  B r i s t o l  B a s in  
postponed indefinitely Q v

" \ B e r i n g  S e a  - S t .  G e o r g e  B a s i n \ $  
o May 80 - questioned

' L o w e r  C o o k  i n l e t  
Fob 77 

G u l f  o f  A l a s k a  - K o d i a k  
Nov 77

G u l f  o f  A l a s k a  - A l e u t i a n  S h e l f  
Doc 80

PROPOSED LEA SE A REA S

In c l u d ed  in In t er i ­
or's p r o p o s e d  n ew  
O C S  l e a s e  s c h e d u l e  
a r e  c h a n g e s  b r o u g h t  
a b o u t  b e c a u s e  o l  
t h e  s t a t e ' s  insist­
e n c e  o n  a  s lo w er ,  
m o r e  c a u t i o u s  p a c e  
in A la sk a .

’ T h e  B e a u f o r t  S e a  
l ea s e  a r e a  is s u b d i ­
v id ed  in to  a t lea st 
t h r e e  r o n e s  g en e r a l ­
ly c h a r a c t e r i z ed  b y  
d i s t a n c e  f r o m  
s h o r e ,  w a t e r  d e p t h ,  
t y p e  o f  i c e  a n d  an ­
t i c i p a t e d  i c e  m o ­
tion. T h e  l e a s e s  fo r  
this a r e a  in t h e  c u r ­
r en t s c h e d u l e  a r e :  
n ea r s h o r e ,  M ar. 78 ; 
l es s  th an  CO ft. w a ­
t er  d e p t h ,  F e b .  7 9 ; 
g r e a t e r  than  6 0  ft. 
w a t er  d e p t h ,  n o t 
s c h ed u l ed .
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“And, I think it is very dramatic in Its 

revelation." .
Bob Palmer, chief of staff to Ham-

■h.

JUNEAU (AP) -  Gov. Jay Ham­
mond said Friday a new federal 
study indicated Alaska would carry a 
vast share of the population increase 
expected from accelerated develop­
ment of oil resources on the outer con­
tinental shelf.
A  report compiled by the Office of 

Management and Budget ( O M B ) ,  
Hammond said, showed that of the 
more than 147,000 persons who would be 
attracted by development off all states, 
nearly 95,000 would come to Alaska by 
1985. .. •• •
Such a migration of new residents 

would bulge- Alaska's current 
population by more than 25 percent.

Other figures from the O M B  report, 
£^>sed by Hammond at a news con- 
fiB.-!, projected rapid development 
umrshore oil and sas tracts nationwide 
would generate $951 million in 
additional -government “ir./asttuc- 
ture" In the next 10 years. .

Of that total, $683 million was 
allocated to Alaska, more thun seven 
limes the cost of government services
expected in any other region.

■ —
"This is Just a working paper," Ha m ­

mond said of the report. "Whether or 
not the figures are firm is debatable, 
but it Is what the federal government Is 
keying Into their assessment of Impact 
upon the state of Alaska.

mond, said he had obtained the figures 
during a trip to Washington Monday. 
They are part of a report to be. dis­
tributed to coastal states soon, he said.
A copy of the full report was not 

. available. •
• • Hammond has been an outspoken 
critic of Interior Department plans for 
conducting nine major lease sale3 off 
Alaska during the next three years,

. including one in the northeast Gulf of 
. Alaska early this year.

A study conducted by the state last 
year concluded that costs associated 
with the leasing program would mean 

. an additional $300 tax burden for each 
Alaska resident annually.
•Interior Secretary Thomas Kleppe 

has delayed the gulf sale while he con­
siders criticism by the Environmental 
Protection Agency and the President’s 
Council on Environmental Quality 
leveled at an environmental Impact 
statement on the sale.
Other figures from a portion of the 

report released by Hammond predicted 
peak employment in AJaskn during the
10-year period would be 19,200 workers, 
with permanent employment set at 
8,100.
Net additional new employment was 

projected to be 13,650 persons. V

/.(ill* •e , :oic, 4*5*



C A P IT A L NEEDS FOR E X IS T IN G  AND NEW O IL  AND GAS F IE L D S
_____________________________ 1975 THROUGH 1985_____________________________

( B i l l i o n s  o f  D o l l a r s )

A re a     * C a p i t a l  O u t la y s

1 A la s k a  - O nshore $ 4 1 .9
1~A A la s k a  -  O f fs h o re  2 2 .1
2 P a c i f i c  C o a s t  S t a t e s  1 5 .5
2-A  P a c i f i c  O cean , E x c e p t  A la s k a  2 0 .2
3 W e ste rn  R o cky  M o u n ta in  S t a t e s  8 .8

4  E a s t e r n  R o cky  M o u n ta in  S t a t e s  1 3 .0
5 W est T e x a s  and E a s t e r n  New M e x ic o . 3 7 .5
6 W e ste rn  G u l f  B a s in  5 7 .8
6-A  G u l f  o f  M e x ico  7 5 .7
7 M id - C o n t in e n t  • ; 2 1 .0

8 M ic h ig a n  B a s in  )
9 E a s t e r n  I n t e r i o r  )  1 1 .7

10 A p p a la c h ia  )
11 E a s t e r n  G u l f  and A t l a n t i c  C o a s t a l  P l a in  1 .6
11-A  A t l a n t i c  Ocean . 1 3 .1

A re a  U n id e n t i f i e d ^  5 .7

T o t a l  $ 3 4 5 .6

S o u rc e : Th e  b ackup  d a ta  f o r  th e  f ig u r e s  u se d  i s  c i t e d  in
a s tu d y  e n t i t l e d  "D o m e stic  P e t ro le u m  In d u s t r y  
C a p i t a l  Needs and A v a i l a b i l i t y ,  1975 -  1985" 
p u b lis h e d  by Th e  S ta n d a rd  O i l  Company o f  O hio  
on A p r i l  1 4 , 1 9 7 5 . T h e  $ 3 4 5 .6  b i l l i o n  shown 
above i s  th e  o i l  and g as e x p lo r a t io n  and 
deve lop m ent p o r t io n  o f  th e  $411  b i l l i o n  o f  
p e tro le u m  in d u s t r y  n eeds f o r  a l l  p u rp o se s  on 

. T a b le  I  o f  th e  A p p e n d ix  o f  t h a t  r e p o r t .

a /  In c lu d e s  c e r t a in  n a v a l  la n c is  and m i l i t a r y  r e s e r v a t io n s  and 
la n d s  w ith  h e a v y  h y d ro c a rb o n s  in  C a l i f o r n i a  nnd c e r t a in  
o th e r  lo c a t io n s .

*“* J •
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President Ford recently signed the Coastal Zone Management 
Act Amendments of 1976 into law. This new government program 
will provide a $1,200,000,000 impact assistance fund for states 
and municipalities affected by outer continental shelf oil and natural 
gas development.

The Office of Coastal Zone Management, which is part of 
the National Oceanic and Atmospheric Administration, will be 
administering the impact assistance program. That office is presently 
drafting regulations which will serve as guidelines for the disburse­
ment of funds. Draft regulations have been published in the Federal 
Register so that they may be viewed by the public, and the Office 
of Coastal Zone Management is soliciting comments from interested 
citizens and .public groups in the formu! ion of final regulations.

The Office of Coastal Zone Manage, tent is particularly inter­
ested in Alaska problems. During the month of August the Coastal 
Zone Management Advisory Committee, the Citizens Advisory 
Committee to the Office of Coastal Zone Management, was in 
Alaska for a tour of areas of the state which potentially could be 
impacted by outer continental shelf oil and gas development. The 
members of the Advisor)’ Committee went to Juneau, Yakutat, 
Anchorage, and Kenai.^All of the members found the trip to be 
informative and they learned a great deal about Alaskan problems.

The Coastal Energy Impact Assistance program has an au­
thorization level of $800 million in loans and $400 million in grants. 
The grants are to be used for planning, to meet the needs created 
by unavoidable ecological losses, and any other projects which are 
necessary and cannot be funded under the loan program. The $800 
million loan program is for public facilities and services.

Under a series of amendments which I sponsored, the loans 
issued by the federal government can go either to the state or to 
the municipalities. The full faith and credit of the United States 
is pledged to these loans — nor the credit of the state or muni­
cipality. Therefore, the complex system of referendums required 
for normal stace or municipal indebtedness is unncessary.

In order for a state or municipality to receive a loan, it must 
first set out a revenue schedule to the Secretary of Commerce 
in which the state or municipality assures the Secretary that income 
which the state or municipality would receive from the oil and 
natural gas development over a 2(>-year period would be sufficient 
to pay off the loan. Should that income fail to accrue for any 
reason, the Secretary must automatically .forgive the balance of 
the loan indebtedness.

Many Alaskan communities will be interested in receiving 
planning grants from the Office of Coastal Zone Management. 
The Act provides for $50 million in planning grants, to be awarded 
to states and municipalities impacted by outer continental s’nclf oil 
and gas development. These are non-matchbg grants in which the 
federal government puts up 100% of the money. These monies 
can be used for any planning activities to meet the on-shore impa^fe 
of outer continental shelf oil and natural gas activities. The 
of Coastal Zone Management informs m e  that they are working as 
expeditiously as possible to see that planning grants are awarded 
to Alaskan communities at the earliest possible date. Since the 
Office of Coastal Zone Management is presently drafting regulations 

j. to implement the Act, it has not yet begun receiving grant applica- 
I tions.
j The Coastal Zone Management Act Amendments of i 976
; will be of substantial benefit to the Alaska fishing industry. In areas 

of the state which are impacted by outer continental shelf oil and 
natural gas development, impact assistance funds m a y  be used to 
build harbor and dock facilities, breakwaters, aids to navigation, 
•and other facilities of general benefit to the entire maritime com­

munity. I also expect that impact assistance funds may be used 
to build aquaculture facilities. In the unlikely event that a major 
oil spill occurs, an aquaculture facility could be used to offset any 
damage which was incurred to fish stocks. It is therefore essential 
that these facilities be built prior-to the production of oil and 
natural gas. I have strongly urged the Office of Coistal Zone Manage­
ment to include aquaculture facilities in its funding program.

In addition to impacts resulting from outer continental shelf 
oil and natural gas development, the coast energy impact fund can 
be used to meet the impacts resulting frosn the transportation 
of energy resources through the coastal zone. This means that state . 
municipalities located in the coastal zone, such as Valdez, which 
are the transportation centers for oil. natural gas, or coal would 
also be eligible to receive funding. The city of Valdez is potentially 
eligible to receive funding as a result of the nans-Alasha pipeline 
project. Looking ahead a few years, in the tax.st that Alaska ships
coal to the southern 48 states, port facilities for the operari 
would also be eligible to receive impact assistance funds. #

iiriTThe Office of Coastal Zone Management expects to be finishci 
drafring its regulations by April of 1977. Dr. Robert Knecht, Asso­
ciate Administrator for Coastal Zone Management of the National 
Oceanic and Atmospheric, Administration, has advised me that be 
expects the first funds from the impact assistance program to be 
available for states and municipalities sometime in April or May 
of 1977.

On Ma y  17, 1071, Cornell Uni- 
v c r s i t y ornithologists an­
nounced what they said was the 
first successful rearing of a 
wild bird of prey hatched from 
an artificially insemin f

^

.V.

In the bloody battle of Jut­
land, the German navy slugged 
it out wish Ihe British navy in 
the North Sea in 1916. It was 
the onlv major sea battle of 
World War I.
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• W A S H I N G T O N  — A  bill to compensate coastal 

states for the adverse impact ol offshore oil drilling 

would not provide adequate funds, Rep. Don Young, 

y  R-Alaska, says. J V !. • .
The House will consider legislation Friday which 

would provide $50 million in automatic state grants 

to meet the onshore impact of development on the 
outer continental shelf in the next two fiscal years. It 
also would authorize $125 million in discretionary 
funds administered by the secretary of commerce in 
the next five years. - '
In minority views submitted with the report on the 

bill, Young shid the funding "is not sufficient to ' 
cover the costs that the local and state government 

will have to bear as a result of the federal 
development. ..
"This will leave the states in serious economic 

'v, straits, especially in the more heavily impacted 

areas, from overcrowded schools and services, 
insufficient sewage systems, poor roads and higher 

state and local taxes," the congressman said.

Young said the per capita cost of offshore 
development front increased population, based on 

growth figures from the Alaska pipeline, would be 
$1,630 to the state government and $351 to the local . 
government! The projected population growth 
directly attributable to oil development is 94,000 by 

V  1985,. according to estimates of the Office of 
Management and Budget. The total cost to state and 
: local governments from offshore oil development 
would be $186,214,000 per year, Young said.
"While the revenue received from the Alaska 

pipeline was sufficient to meet much of the cost of 
impact funding, this is presently impossible to meet 
since no revenue is coming into the state as a result 
of O C S  development," Young said.
. The congressman said the authorization to coastal 
states must be increased. j
"The state deserves the money for investment for 

other worthy projects, instead of underwriting the 
cost of a federal project," Young said. "The OCS is a 
federal project and should be a federal-

responsibility."
• ■l-: ■ )>• l.-±:______ • ______
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program is aimed at making Kediak area, are scheduled to ber 1978. ' ’ .
. i: the United States more energy. Pleased in December. Offshore Alaska has an

according to the Alaska Outer -̂.•3 
Continental Shelf Office. ; '
An estimated 40 per cent of ' V~?'£ 

the nation’s ’’frontier areas" ; r- . i 
which are untouched by the " 
drill lie off Alaska’s shores. ■ , i)
Another-40 per cent lie.' 
onshore, said Dr. V. E. '

• McKelvey, director of the U.S. "
Geological Survey. But both ‘ ’
are subject "to some of the •

It*-

subject
worst operating conditions V. • '.'r “y' ; 
• known on our planet,” he said. ,'-y ̂  ■' 

Offshore, drifting sea ice, 50- 
to7&-knot winds, 25-foot waves, .
protracted periods of darkne. > f  •;•; 

-and occasional major ear- 
thquakes all present potential .y-v*' 
hazards, McKelvey pointed f '■>; 
out in a Dallas speech in Sep- -y . ■ >  
tcmber. . ■
'‘Onshore, temperatures

reach well below zero 
logistic problems 
staggering, 
entire area 
miles away 
energy market.

;,.have 
why

! to look far to understand •' • ; •; 
this area has been left '

euntllnow." yv y  .1
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W n ]  iKenai mayor 
testifies 
on Coastal Act
A N C H O R A G E  (AP)—The mayor of 

the Kenai Peninsula Borough has 
testified in.Washington before a U.S. 
House subcommittee looking into 
r e g u l a t i o n s  p r o p o s e d  for 
implementation of 1976 amendments to 

. the Coastal Zone Managemet Act.
The Anchorage Times Washington 

J Bureau reports Mayor Don Gilman told ~ 
the House oceanography subcommittee 
Friday that Alaska needs money 
Immediately to plan for offshore oi 
exploration and development.
Grants are available for sue, 

planning under the amendments passeu ‘ 
by Congress this year. The office of 
coastal-zone management of the U.S. 
Department of C o m m e r c e  has 
prepared draft regulations for 
implementation.
Gilman- told the subcommittee the 

Borough is a microcosm of the issues 
and problems the nation faces in 
preparing for impact of drilling on the 
outer continental shelf (OCS).
He said the borough's population Is 

expected to increase 50 per cent in the 
next seven years during preparation for 
lease sales in the northern Gulf of 
Alaska, lower Cook Inlet and the 
western gulf.
Gilman told the subcommittee, “Out- 

present community facilities and 
services are either at or beyond their 
planned capacity."
He said increased population, 

whether temporary or permanent, 
cannot occur without severe impact 
unless funds are accessible for planning 
and providing needed services. /■
Some subcommittee members were 

critical of the draft regulations. Rep. 
Pierre Dupont, RDcl., told assistant 
administrator for coastal zone 
management Robert Knecht he had 
"misconstrued the intent of Congress."
"I don’t know how you think you have 

the authority to add things in your 
regulations that Congress did not' 
provide,” said Dupont, who will leave 
the House r.xt month to become 
governor of Delaware. "Congress has 

, once again been frustrated by the 
fourth branch of government—the 
bureaucracy."
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thi? company expects added industry 

spending oi $25-30 million for detail 

work.
The^ompany says the most heavily 

mapped regions for reconnaissance 

are the mid-Atlantic, North Atlantic, 

off southern California, and in the 

eastern Gulf of Alaska and Lower 

Conk Inlet. More reconnaissance re­

mains to be done in the South Atlan­

tic, off northern California, in the 

Western Gulf of Alaska, Bering Sea, 

and Beaufort Sea.

Another company says the indus­

try’s spending to date for geophysical 

work amounts to about $35 million 

along the East Coast and $45 million 

off Alaska, with more multimillion- 

dollar programs required.

The company estimates about 70,000 

line-miles of seismic data costing $25 

million has been gathered off the East 

Coast since 1968 in programs involv­

ing group shoots and nonexclusive 

work by several contractors. This 

Moesn’t include spending by individual 

companies. Gravity, magnetic, and 

refraction-type surveys to date could 

add another $10 million to the total 

geophysical costs.

And future investments in frontier 

geophysical operations could pile still 

another $15-20 million on total costs, 

the company says.

It places industry’s total outlay nt 

$45 million for 150,000 miles of marine 

seismic off Alaska, with another 100,- 

000 miles required at a cost of $50 

million.

Several operators report difficulty 

in shooting off Alaska, particularly In 

the Gulf of Alaska and the Beaufort 

Sea.

Scismic-acqulsition programs in the 

stormy gulf are subject to frequent 

and lengthy interruptions due lo 

heavy seas nnd high winds. What’s 

more, seismic duta generally Isn't of 

highest quality, because a thick layer 

of glacial till and large boulders ob­

scures the Tertiary nnd Cretaceous 

objectives.

In the Beaufort Sea, shooting de­

pends on pack ice moving out In the 

summer. And the ice hasn’t cleared 

enough to permit seismic acquisition 

for a number of years. As a result, 

the federal portion of the Beaufort 

Sea shelf isn't well covered by seis­

mic lines.

A major company says its offshore- 

frontier program has run into *'no 

unusual shooting problems” except 

those related to Arctic icc, permit 

restrictions, currents which make it

Grorgts BonV tiough 

Baltimore Cnnycn trough 

Copo fear otch 

Southern! Giorgio imho/mml 
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hard to keep cables aligned, and logis­

tical problems in certain areas.

Action by areas. Structures in­

volved in the first proposed sale of 

Gulf of Alaska tracts and in the Balti­

more Canyon off the East Coast have 

been well delineated by numerous 

seismic surveys in the past several 

years, says Exxon’s Jones. In fact,

f l i t :  O i l .  A N D  G A S  J O U R N A L  — J A N U A R Y  19, 1976

Jones says, these proposed-sale tracts 

nre well explored up to Ihe point of 

drilling.

He sees little if any additional seis­

mic work being done in the Gulf of 

Alaska sale area and the Baltimore 

Canyon prior lo sates. However, addi­

tional acquisition of in fill data is like­

ly after sales.
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Atlantic prospect

mer of 197-1, and Jones predicts con­

siderable shooting and possibly core 

drilling will take pluce in the next 

few summers.

USGS reconnaissance surveys indi­

cate six or seven distinct basins in the 

Rering Sea, Jones reports.

The Exxon explorationist also fore­

sees increased seismic activity in the 

unexplored Aleutian shelf, Norton 

basin, and Hope basin. The latter, he 

says, lias been the scene of proprie­

tary shooting by one or two compa­

nies.

Stratigraphic tests. The Sedco J 

semisubmersible is drilling the first of 

two Offshore East Coast stratigraphic 

tests (see cover photo) for a 31- 

company group led by Ocean Produc­

tion Co. And more tests are planned 

in other regions ns part of industry’s 

program to collect Ihe first subsur­

face information in offshore frontiers.

Spudded last Dec. 14, the initial 

East Coast test is projected to 16,000 

ft. Site for the B-2 test is 73.C miles off 

the N e w  Jersey coast in the Balti­

more Canyon (see map, OGJ, Oct. 20, 

1975, p. 39).

The Ocean Production group also 

will use Scdco J to drill its second 

16.000-11 test, designated G-l, more 

than 100 miles off the Massachusetts 

coast in the Georges Bank area.

Combined cost of the two operations* 

is a little less than $18 million to 

determine porosity nnd permeability

Jones believes companies will wait 

until they obtain leases before invest­

ing in more data. The first wells in 

each area, he predicts, will have con­

siderable impact on subsequent seis­

mic activity.

Esso Seismic Inc.’s Kirsten Bravo 

shot about 1,000 miles of seismic line 

last September in the Baltimore Can­

yon and Georges Bank for Exxon.

^  The Georges Bank area isn’t far

N  behind the Baltimore Canyon in the

amount of seismic data available to 

companies, Jones tells the Journal. 

There m a y  be a last-minute flurry of

proprietary shooting in Georges Bank 

in the coming months if it appears the 

sale will come off in August as pro­

posed.
Jones predicts considerable seismic 

activity in the South Atlantic next 

spring and summer. Not much seis­

mic data have been gathered on the 

Southeast Georgia Embayment or the 

■Q ̂  broad, deepwater Blake Plateau.

Jones expects a rapid buildup of 

group, speculative, and proprietary 

shooting within 600 ft of water on the 

Southeast Georgia Embayment. A 

gradual increase is predicted for the 

Blake Plateau, which isn’t scheduled 

for a sale until mld-1978.

Because basins off northern Califor­

nia, Washington, and Oregon are be­

lieved by industry to be very poor 

petroleum prospects, Jones doubts 

there will be any rush to ncquire new 

data there.

Very little seismic data are avail­

able In Offshore Alaska basins, other 

than in the Gulf of Alaska.

Industry is in the midst of an ac­

tive exploratory effort in the Lower 

Cook Inlet, although acquisition pro­

grams there currently are shut down 

for the winter. Jones expects a spurt 

of shooting nnd possibly core or deep- 

stratigrnphic drilling this summer.

The Kodiak shelf also should be an 

active area in the coming months, if 

it appears the proposed December 

sale will materialize. A  very coarse 

grid of seismic data is available on 

Kodiak.
Although exploration on this shelf is 

still in an early stage. Jones believes 

industry can generate and intetpret 

enough data in the coming months to 

be fully prepared for a December sale.

Seismic data in the Bering Sea con­

sist of a very coarse grid over only a 

portion of the area, in the Bristol 

basin. Most of the current data was 

acquired beginning in the summer of 

1973. Activity speeded up in the s um ­

in Jurassic and younger sediments.

A m o n g  future work, Exploration 

Services Co. Inc., Ventura, Calif., pro­

poses lo drill a 12,G00-ft stratigraphic 

test in Lower Cook Inlet beginning in 

March. Estimated cost is $5.5 million 

at a site in i9-14s-22w.

Exploration Services also is trying 

to generate 3,000-5,COO-ft tests on the 

Kodiak shelf, Exxon’s Jones reports.

West Coast sources say a second $ 

attempt m a y  be made this summer to 

drill a stratigraphic test in the Gulf 

of Alaska, where mechanical prob­

lems halted a similar test last Octo­

ber. Last year’s hole reached the 

5,100-ft level — far short of its 16,509- 

ft goal — at a reported cost of $12 mil­

lion.

Earlier deep stratigraphic drilling 

included two holes on the Outer Con­

tinental Shelf off South Texas. Drilled 

by two 32-company groups, the tests 

revealed poor characteristics in poten­

tial reservoirs. This poor showing was 

reflected in low bonuses offered in 

Feb. 4 and M a y  23, 1975, sales of fed­

eral leases.

Discouraging results from another 

stratigraphic test, this one drilled off 

southern California, drew part of the 

blame for the generally low level of 

bonuses offered at last December’s 

federal lease sale off California (OGJ,

Dec. 22, 1975, p. 15).

On-structure drilling has yet lo take 

place in the frontiers. And only this 

enn determine if known structures 

hold oil nnd gas.

Gulf's Carter believes results of on- 

structure drilling in the Gulf of Alaska 

will have a strong influence on pre­

drilling evaluation of the Kodiak 

shelf, Bristol basin, nnd Bering shelf. 

Likewise, Baltimore Canyon drilling 

will determine to a great degree how 

much leasing and exploration Georges 

Bank, Southeast Georgia E m b a y ­

ment, and Blake Plateau will attract.

Drilling problems. Several compa­

nies surveyed by the Journal declare 

the Gulf of Alaska presents some of 

the frontier regions’ thorniest prob­

lems in exploration, drilling, nnd pro­

duction. Lesser problems are foreseen 

in most other areas of the offshore 

frontier.

“To be economic, a structure in the 

Gulf of Alaska will have to contain 

several hundred million barrels of 

reserves,’’ Gulf’s Carter says. He 

doesn’t see gas as a viable explora­

tion target because of enormous de- 

vel ..ment costs.
Severe storms, strong currents, and



though its presence is widely known to 

the industry because of seismic work 

in the area.

It resembles a huge oval about 25 

miles long and 10 miles wide, starting 

near the 3-mile line offshore and ex­

tending southwest into the center of 

the Icy Bay sale area.

"There is room here for another 

Prudhoe Bay field,” says one com­

pany geologist. "But no one suggests 

that it will turn out to be another 

Prudhoe Bay. It's extremely rare to 

find a big structure filled with oil. 

What I a m  saying is that there is 

room here for another Prudhoe Bay. 

W e  just hope tint it contains several 

billion barrels of oil.

"But if it’s going to have anything 

big, it must have pay sections which 

are tremendously thick, nnd it cer­

tainly must have better porosity than 

the same formations onshore.

"Just because it is offshore, or 

downdip, doesn’t mean it would have 

more porosity. That would not he a

valid geological supposition. But we 

can reasonably expect some porosity.

If w e  have that, we must also have 

the source beds to contribute the oil. 

Everything has to come together just 

right.”

Operating costs. Companies prepar­

ing to bid on Gulf of Alaska leases 

have tempered their enthusiasm for 

the area in the past 2 years because 

of the great surge in offshore drilling 

and production costs.

The semisubmersible rigs which 

will be used for most of the drilling, 

plus other supporting services, will 

cost an estimated $100,000/day. This 

would mean that a well which took 

100 days to drill would cost $10 mil­

lion.

A  shallow test m ay  cost only $7 mil­

lion, but if there is any trouble with 

the hole, the price tag of an explora­

tory well could rise lo $15 million.

And finding oil is just the first step. 

Constructing platforms which meet the 

weather, ocean-bottom, and carlli-

57 \
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quake specifications will start at $100 

million. Laying pipelines to a shore 

base, or constructing an offshore load­

ing terminal, will adv' to the mount­

ing costs.
Because of such prospective costs, 

companies are counting on reasonable 

crude prices to recoup their invest­

ments and make a profit.

" W e  couldn’t go into the Gulf of 

Alaska for oil priced at S3 to S-t/bbl,” 

says one oil-company executive, “ff 

we found a 5-billion-bbl field, w e  could 

make it on $5 to $6 oil. But if it’s 

just a l-billion-hbl field, we would 

need $10. W e  couldn’t develop a 500- ,

million-bbl field at today’s oil prices.” 

Economics such as this will have a 

dampening effect on bids at the sale.

The rigs. T w o semisubmersible rigs \ 

arc being built by the Kaiser Ship- \ 

yards near San Francisco specifically 

for use in the Gulf of Alaska. Others 

will be available from shipyards in 

Japan and other yards of Southeast i 

Asia.

Ml i i
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/ S U N  OIL CO. estimates development 

of 100,000 b/d of production in the 

Gulf of Alaska would cost §500 mil­

lion to $1.1 billion, depending on water 

depth.

That is based on estimated develop­

ment costs ranging from §5,000 to 

§11,000 per daily barrel of production, 

depending on water depth, M. D. 

(Zeke) Noble says.

Noble, president of Sun’s newly 

formed Sunmark Exploration Co., and 

J. Dwayne Taylor, an executive vice- 

president of Sun, spoke to the Houston 

r  Society of Financial Analysts on 

Mar. 17. Taylor described the purpose 

V)f Sun's recent reorganization.

Gulf of Alaska. In the face of such 

ferocious costs, how high must the 

price of oil be to support develop­

ment.

Taylor says the price should be in 

the range of §14-16/bbl. And Noble 

says "a great deal of Gulf of Alaska 

potential would not be developed at 

today’s prices.” If the Gulf of Alaska 

sale occurs as scheduled on Apr. 13, 

Noble says, first production probably 

could not take place until 1981.

Sun also has revised upward its 

cost estimates for exploratory drilling 

in the Gulf of Alaska (see graph). A 

year ago, Sun estimated a 10,000-ft 

exploratory hole in 300 ft of water 

would cost about $6.5 million. Noble 

now estimates the same well would 

cost $8 million. He estimates a well 

on some of the known structures in 

deeper waters of the Gulf of Alaska 

would cost $9 million.

2
0 u l f  of Alaska, Atlantic wildcat costs* W .

100 ft

■for a tO.OOO-lt niplorotory hol«

300 ft 600 ft 1,000 ft 
Wafer depth
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F e d e r a l  r e p o r t  s a y s  u

y : Pipeline■ construction has sped
. - .
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■: d e t e r i o r a t i o n  o l  s t a l e  s  h i g h w a y s

‘ A N C H O R A G E  (AP)-The federal 
Department of Transportation reports 

.. that trans-Alaska pipeline construction 
“ has speeded the deterioration of Alaska 
•state highways—and says the federal 
government has no responsibility for 

~ repairs.
Alaska’s Gov. Jay H a m m o n d  has 

Mired off telegrams protesting that 
.'conclusion to Vice President Nelson 
.’Rockefeller, House Speaker. Carl 
•Albert, Transportation Secretary 
' William Coleman and Federal Highway 
C  Administrator Norberl Tiemann.
• H a m m o n d  noted the trans-Alaska 
.-pipeline was mandated by the U.S. 
C Congress. This year’s federal highways 
. appropriations bill includes a section 
••directing the Federal Highway 
"-Administration lo study the need for 
.'special federal aid in building or 
•repairingToads necessary for energy-
related projects.
“This is another Catch-22," the 

'governor stated. "Why should the study 
-go forth if precedent has been 
-established that there.is no federal 
; responsibility for impacts to highways 

■I used for the nation’s energy needs?’’
• Coleman stated in his report to Vice

• • k : 
President Nelson Rockefeller, 
president of the Senate, “This report of 
initial finding documents the fact that 
pipeline construction has accelerated 
deterioration of several state highways 
at a more rap id rate than highways not 
subjected to such traffic.
“The report further establishes that 

repair and restoration of the damaged 
h i g h w a y s  is not a federal 
responsibility.”
The report estimates some $300 

million would • be needed for 
reconstruction made necessary by

C M  •/

pipeline construction.
The state sought S70 million from 

Congress for emergency repairs during 
the last session. That bill passed the 
Senate but was downed by the House.
In August, .Sen. Ted Stevens, R- 

Alaska, said be believed the D O T  study1 
would indicate damage exceeded the 
$70-mi)lion figure, adding, “There is no 
question it is a federal responsibility.” 
Coleman said the department report 

is an interim study and makes no 
recommendation for a final solution to 
the problem.



FROM:

RE: Phone C o nvers ation
Yakutat. - OCS IMPACT.

DATE: March 10, 1977

"We have h ad a direct impact since Sept. last year. The 
construction of the service base took p lace during the year 
p receding that."

We have five service beats servicing two rigs w i t h  service
base.

Presently, some of the city services are impacted.

a. Water ajupplies
b. All the people w o r k i n g  on the rigs move thru the 

airport. (There is an attempt to not have people in 
town. But, we are e x periencin g bad weather, so we 
can have anywhere from 15-25 peoole (or more) stuck in 
t o w n .)

These demands should remain constant for the next two 
years (from Shell and A r c o ) .

Exxon and Gulf will begin supplying their rigs wit h five 
service boats. Some of these will be based in Yakut at (which 
means a greater movem ent of people thru t o w n ) .

We are looking for things to e s c a l a t e ... traffic thru the 
airport, the service base w i l l  need to be enlarged to handle the 
increased activity.

"Fact: We are faced w i t h  increasing our fire p rotectio n
capability both onshoie and offshore (due to the increased 
industrial a c t i v i t y ) . We will need to have a full time p o l i cema n 
(currently we have a trooper and a part-time policeman)."

"I w o u l d  ve ry much like a copy of the bill and background 
material." (sent 3-10-77).
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M a r c h  9, 1977

H o n o r a b l e  Lisa R u d d  

State of A l a s k a  

H o u s e  of Representatives 

P o u c h  V

J u n e a u ,  A l a s k a  99811

RE: H o u s e  Bill #219

D e a r  Representative R u d d :

H o u s e  Bill 219, as p r o p o s e d ,  clearly m a k e s  the d e veloper of O C S  

reso u r c e s  liable for costs relative to the impacts gen e r a t e d  from 

construction of shore-related facilities.

T h e  principle of this p r o p o s e d  legislation h a s  b e e n  long established 

in A m e r i c a n  municipalities, t h o u g h  n o r m a l l y  called "off-site i m p r o v e ­

ments", requ i r e d  as n result of significant development; commercial, 

industrial a n d  housing.

T h e  legislation, os p r o p o s e d ,  is long o v e r d u e .  T h e  b o r o u g h s  o u g h t  

to b e  the agencies to establish s u c h  legislation, t h r o u g h  their p l a n n i n g  

n n d  z o n i n g  mandates; h o w e v e r ,  in t?'e a b s e n c e  of b o r o u g h  action, then 

the State is obviously c o m p e l l e d  to act.

T h e  City of K e n a i  h a s  b e e n  victimized b y  the a b s e n c e s  of s u c h  legis­

lation nnd, therefore, w c  are obliged to support this legislation, 

not only for o u r  o w n  protection, but for the greater g o o d  of the State.

If there are n n y  p r o b l e m s  in this p r o p o s e d  legislation, it is in 

Section 41.45.030 "Fees" . T h e  l a n g u a g e  is unclear a n d  n e e d s  

clarifying.

O u r  congratulations o n  the introduction n n d  grateful support for the 

legislation.

F o r  the M a y o r  a n d  Council of tho City of Kenai, Alaska, I a m  

Sincerely,

J o h n  E . Wise, 

City M a n a g e r

JW: d d



TO: LISA
FROM: JUDITH

RE: HB 219

F e b r u a r y  24, 1 9 7 7

Sec. 41.45.030. FEE FOR SHORE FACILITIES PERMIT.

In arriving at the permit fee, gross impact cost and 
development revenue are the two factors being estimated as 
follows:

Step 1.

anticipated population increase
x
per capita costs of state and local government 

= gross impact cost 

Step 2.

estimated pertroleum taxes

general property taxes for onshore facilities 

income taxes from residents in affected area 

+ OCS and gas grants summed and discounted

= development revenue

Definition:

"discounted on a cash flow basis"

Money has a "time value", in the sense that it can be 
reinvested and earn future profits, a dollar of profit 
today is worth more to a corporation than a dollar of 
profit ten years from now. It is this truism which 
underlies the widespread corporate use of the discounted 
cash flow, or DCF, method of analysis for computing the 
rate of profit on different investments. As is implied 
by the name of the method, discounted cash flow analysis 
involves two basic elements: a cash flow of costs and
profits over time, and discounting these flows by some 
factor to take into account the greater value of near 
money as compared to far money.



gross impact cost

- development revenue

= the fee for a shore facilities construction permit

1. Mike Davis should have some back-up information
for us by Frieday which apparently includes a statement 
attesting to the constitutionality of this concept.

2. On advice from Jim Rhode of House Finace, I contacted 
Gregg Erickson from the Division of Research Services 
to let him know of the hearing on HB 219 for Monday.
Mr. Erickson is an economist and he and his staff
are apparently well versed regarding this bill; either 
himself or one oi: his staff will be on hand for the 
meeting.

m
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POUCH y  ■ STATE CAPITOL 

JUNEAU. ALASKA 99811 

907-465-3800

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  March 14, 1977

SUBJECT: HB 219 Coastal Zone Development Permits (W.O. 356

TO: The Honorable Lisa Rudd_
Chairman
House Committee on jC'omrfiunity and Regional Affairs

FROM: Gregg K. Erickson
Director of Resep^dT/^1

Jack Chenov^f4' A 
Staff Attc

Introduction

As you requested, we have consulted with the sponsor of this legislation 
in an attempt to deal with some of the practical and legal problems that 
have been raised with it in testimony before your committee. In doing 
so we have developed an alternative approach for meeting the needs which 
we understand prompted the introduction of this legislation. After 
consultation with the sponsor, and as a practical matter related to the 
limited amount of time available, we have devoted most of cur efforts 
towards developing this concept (which we might for shorthand call the 
"monopoly franchise approach") rather than the "permit approach" embodied 
in HB 219. If the committee wishes to proceed with the concept we have 
outlined here, we could draft legislation and have it before you for 
initial mark up by Wednesday morning. You may, of course, elect to 
stick with the "permit approach", and in this event we would shift our 
efforts towards resolving, insofar as we can, the technical problems 
that have been noted.

The legislative findings and declaration of purpose contained on page 1 
of the bill delineate the needs that have prompted its introduction. As 
we understand them, these are the need for a mechanism which will 
insure that companies developing outer continental shelf (OCS) resources 
pay the net costs to the communities impacted by that development. In 
addition, it has been emphasized to us that the payment of these net 
costs should be at an early stage of the development when the community 
impact is at its most severe, and that there should be an equitable 
mechanism for shoring the payments among the state and local communities.



The Honorable Lisa Rudd -2- March 14, 1977
Chairman
House Committee on Community 
and Regional Affairs

The P ermit Appr o a c h

When one of us (Erickson) testified before you last week, some of the 
practical problems involved in implementing the bill as it is currently 
written were discussed. These are summarized as follows:

1. The E s t i m a t i o n  Problem. In order to determine the fee to be 
charged for a permit, it would be necessary to look many years into 
the future and essimate both the costs and benefits derived from 
OCS development. These are obviously very difficult to determine.
Ihe biggest factor in the input is, of course, whether or not the 
exploration phase is successful. The possibility of future federal 
assistance adds additional uncertainty. Even if one could predict 
the unfolding of events with certainty, there would remain a great 
deal of room for subjective differences in the evaluation of the 
cost of those events. For example, a city with a high level of 
unemployment and substantially under-utilized coastal infrastruc­
ture (such as docks and staging areas) might evaluate the cost of 
OCS development as close to zero, whereas another community with 
stable employment and little room for physical expansion of facilities 
might find the same type of development very costly.

2. The A l l o c a t i o n  Problem. In the initial phase of OCS development, 
at the time when these pê iit fees would be assessed, there would 
undoubtly be many companies involved in the exploration process. 
However, the most serious impact on the community will occur during 
the development phase. It is conceivable that one company could be 
responsible for all such development. It would probably be inappro­
priate to allocate all the OCS development costs imposed on a given 
community against the many companies involved in the exploration 
phase, when only one of them would derive the benefits from it.

3. The I n cidence Problem. If and when one has been able to determine 
the net costs of OCS development, and who should pay them, a 
problem remains in fashioning a mechanism whereby that payment is 
extracted. Under the language currently contained in HB 219 it is 
possible that certain types of business organizations would be able 
to escape entirely the payment of the fees that this legislation is 
designed to assess. For example, the wharf run by a third party, 
financed only by wharfage charges would not appear to be covered.
There would seem to be a strong incentive for this type of insti­
tutional arrangement to develop if this legislation were to be 
adopted in current form.

In addition to the practical difficulties adherent in this legislation, 
it also raises some major and serious legal issues. During the past week 
you have had the opportunity of hearing representatives of the oil
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industry do this--at length. While we do not accept at face value all 
the legal arguments raised in this discussion, we do believe that 
legislation of this sort would be vulnerable to legal challenge on a 
number of points, including, among those summarized by Mr. Gene Wiles, 
the constitutional arguments touching upon equal protection and inter­
ference with interstate commerce.

Government Monopoly Franchise Approach

Because of the practical and legal problems associated with the bill as 
currently written, we examined other possible methods of full filling the 
purposes of this legislation as we understand them. In the course of
this examination and our review of the surprisingly extensive literature
that has accumulated recently on the coastal impact of OCS development, 
we have been struck by the fact that those areas that have been at least 
partly successful in dealing with OCS impact have been so by virtue of 
their ability to gain control over some vital component of the onshore 
infrastructure necessary to support offshore development. Probably the 
most distinct example where this mechanism has been used is in the 
Shetland Islands, where legislation was adopted which gave the county 
ownership in and effective control over the port and staging facilities 
necessary for the North Sea development. 7 in both Kodiak and Yakutat, 
similar though perhaps less successful efforts, based on patterns of 
land tenure, have been made to extract from OCS developers some of the 
onshore costs of their activities.

We would suggest that you consider creating by legislation a class of
activities related to the onshore aspects of OCS development, the 
conduct of which would be reserved to and monopolized by the state.
There are certain precedents for this approach. The legislation enacted 
by the British Parliament confirming broad authority in the Zetland 
County Council, (supra, note 1) serves as one model, though significant 
differences in the structures, functions, and powers of levels of 
government, and the differing constitutional bases between the British 
and American legal systems limit the comparison.

In the context of past American practice, the pre-eminent precedent may 
well be the Port of New York Authority, established in 1921 in a compact 
between the states of New York and New Jersey as a corporate and political 
body to serve as the means to "better [co-ordinate] the terminal, trans­
portation, and other facilities of commerce in, about, and through the 
Port of New York" with broad powers to construct and maintain, directly 
or by lease, terminal and transportation facilities within the port 
district, but without necessarily impairing the authority of the res­
pective states and their local governments to develop and improve 
transportation facilities and services. 2

Zetland County Council Act, Elizabeth I I, 1974 (cJiapter viii). See 

also Sagalkin, "Comparative Analysis o f  Planning Laws o f  Scotland 

an d  A l a s k a "} M e m orandwn to Jessie Dodson, J a n u a r y , 1977.

1U.S.A. 32:1-1 et seq.



Chairman 
House Committee on Community 
and Regional Affairs

Similar arrangements addressing coordination of marine, land, and air 
transportation within port areas have been adopted throughout the 
country. We suggest that a like approach initiated by the state in 
response to ever-increasing demands upon the transportation, ports, and 
other public facilities of the coastal areas--allowing for inclusion of 
affected local governments as partners with the state--would serve the 
dual purpose of improving coordination and development of facilities 
necessary for outer continental shelf petrol rum activity while providing 
the means to assure that the net public costs of development are borne 
by the principal users of the affected facilities.

If you accept this approach, its implementation could be vested in a 
"Outer Continental Shelf Service Authority". Firms about to engage in 
outer continental development in an area, requiring new or increased 
onshore facilities, would provide the Authority with as detailed as 
possible specification of the sites and facilities they would like to 
have to supply those operations. In reponse to this initiative and 
after payment of a modest "earnest money charge" the Authority would 
form a "Regional OCS Facilities Corporation". If the proposed facilities 
are to be within the boundaries of any existing local government, the 
local government will automatically be a 50% partner in the regional 
facilities corporation. The corporation would then negotiate with the 
offshore developers concerning the terms and conditions under which the 
facility is to be built. The entire cost of the facility would be borne 
by the offshore developers, and, in addition, they would be required to 
pay a franchise fee. This fee would be a matter of free negotiation 
between the regional facilities corporation and the offshore developers, 
but it could not be higher than the present value of the net costs 
expected to be incurred in the community as a result of the OCS develop­
ment over some reasonable span of time. By setting this upper limit on 
the franchise charge, one would hopefully avoid a successful legal 
challenge of the arrangement on the grounds that the fee was an arbi­
trary and undue burden on interstate commerce.

Although involving a lump sum component, the franchise fee could also 
contain within it specific mechanisms to provide for cost adjustments or 
continuing payments; clauses triggering such payments could be written 
into the franchise agreement. For example, if exploration is successful 
and development begins, such as a clause could require a second lump sum 
payment be negotiated.

The franchise payment receipts would be shared between the state and 
local government on a basis to be established in the legislation, per­
haps in an arbitrary allocation, such as 50-50, or perhaps (with more 
difficulty) on the basis of some formula related to impact. In areas 
where no local government exists, the state would be the sole owner of 
the regional facilities corporation, but might share the fee with any 
local government subsequently obtaining jurisdiction over the facility 
site.
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The legislation and the monopoly authority would not apply to existing 
-facilities, but would apply to any significant expansion of those 
facilities. "Expansion" could be defined in terms of the amount of 
cargo or goods passing through them, or with respect to additional 
investment in them. Any such increase or additional investment would 
require the creation of a regional facilities corporation and the 
negotiation of a franchise fee.

All profits from the facility would go to the OCS operators to be shared 
among them in accordance with whatever arrangement they determined to be 
equitable. They, rather than the corporation itself, could be given the 
responsibility of operating and managing the facility.

In order to insure that the OCS supply facilities are sited in the most 
logical locations, corporation would have power of eminent domain, but 
this could only be exerised with the approval of both the state and 
local government co-owners.

Since the franchise fees v/ould be a matter for negotiation between the 
developers and the governments, each individual community would have the 
opportunity to assess for itself, subject to the maximum limitations 
established in general terms in the legislation, the "franchise fee" 
necessary to compensate it for the expected onshore development costs. 
Thus, if a community wishes to encourage such development, it would be 
able to do so by setting relatively lower franchise fees.

Governance of the Authority would be by directors appointed by the 
governor subject to confirmation by the legislature. The chief execu­
tive officer of the authority v/ould be the Commissioner of Community and 
Regional Affairs. The regional facilities corporations would be governed 
by boards appointed in equal numbers by the Commissioner of Community 
and Regional Affairs and the local government. The state members would 
be drawn from the authority's governing board. A majority of a cor­
poration's directors would be required to approve establishment of or 
change in franchise fees or arrangements.

GKE:JC:mo

cc: The Honorable Charles Parr



I a m  sorry  that c o n f l i c t i n g  c o m m i t t e e  m e e t i n g s  did not 
p e r m i t  me to be h e r e  d u r i n g  oil c o m p a n y  testimony on HB 
219. Over the weekend, however, I have listened to the 
tapes of that t e s t i m o n y  and w o u l d  like to offer a few 
c o m m e n t s .

Ma t h e w s  of E x x o n  m a d e  quite a p o i n t  of the fact that 
N o r t h  Sea w a s  a case of r u s h e d  d e v e l o p m e n t  w h e r e a s  

only 5% of the U.S. OCS had b e e n  d e v e l o p e d  over a number 
of years. A g a i n s t  his s t a t e m e n t  s h o u l d  be read the attached 

from the Baldwins' book: O n s h o r e  Planning for Offsho re
Lessons from Scotland. (Appendix 1)

E x x o n  r e p r e s e n u a t i  further i n d i c a t e d  that very few jobs 
w o u l d  b e  m a d e  a v a i l a b l e  for Alaskans, that the bulk  of the w o r k  
force w o u l d  be b r o u g h t  in to the rigs o r  pl atforms by air from 
the L ower 48, spend two w e e k s  at w o r k  (beyond the three-mile 

J^iimit) and fly home again. Two points: They don't intend
to train and hire A l a s k a n s - which w o u l d  b e n e f i t  our econorny- 
and it seems u n T e k f l y  that the state w i l l  collect any income 
tax f r o m  those w o r k e r s  w h o  n e i t h e r  live nor w o r k  w i t h i n  the 

le limit.

Also, the C o m m i t t e e  s h o u l d  c o m p a r e  the above statements with 
that by M r . S h o w a l t e r  of SOHIO, that the OCS d evelo p m e n t  will 
he l p  u n e m p l o y m e n t  f ollo w i n g  c o m p l e t i o n  of pipel ine construction, 
hi r i n g  s k illed w o r k e r s  w h o  live in Anchorage.

Mr. M a t t h e w s  and Mr. W i l e s  (Shell Oil) stated that the number 
of p e o p l e  will be small. It is up to the Committee to decide 
w h e t h e r  to accept t h e i r  figures or those prepa r e d  b y  Mr. W a r i n g  
and Mr. Trimble. My _own p r e f e r e nce is to assume the h i g h er 
figures, r e q uire the compa n i e s  to submrtPpayrolls' and' o t h e r 
d a t a , an<^give^TT6!\r^'Tebabe if they have  indeed b e e n  o v e r c h a r g e d .

The C o m m i t t e e  m i g h t  also note that e x p a n s i o n  of a water, 
wewer, e l e ctric  power, or school systems does not. h a p p e n  o v e r­
night. The c o m m u n i t y  simply  c a nnot w a i t  until the d e v e l o p m e n t  
p h a s e  hits to b e g i n  c o n s t r u c t i o n  of n e e d e d  facilities.

Refere n c e s  w e r e  m a d e  to $1.6 b i l l i o n  (sic). A  c ol umn by 
Se n a t o r  Ted Stevens, w h i c h  I f u r n is hed the C o m m it tee at its 
first h e aring on UB 219, indicates

(1) a total of $1.2 billion, of w h i c h

(2) $800 m i l l i o n  is for loans and

(3) $400 m i l l i o n  is for grants, of which

(4) $50 m i l l i o n  is for planning, the rest for unavoi d a b l e



It is h a r d l y  li kely that A l a s k a  w i l l  g e t  the lion's share of the 
g r a n t  funds... .

Mr. L arry V a v r a  o f  U n i o n  Oil f u r n i s h e d  i n f o r m a t i o n  on the Colli er plant 
in Kena i and its h a p p y  tax status. I s h o u l d  point  o u t  that 
the C o l l i e r  p l a n t  has b e e n  p a y i n g  o n l y  a bout 1/3 of w h a t  it should 
have p a i d  in the N o r t h  Kena i Fire S e r v i c e  Area. T h e r e  has also 
b e e n  h e a v y  (and u n c o m pensa ted) i m p a c t  on Keani and Soldotna, as 
R e p r e s e n t a t i v e  M a l o n e  can verify.

Mr. W i l e s  q u o t e d  the p r e p a r e r  of the M a t h e m a t e r i a l  S c i ences N o r t h w e s t  
study, "who spent m o r e  than three w e e k s  in Scotland, Shetlands," 
to the e f f e c t  that the "local a u t h o r i t i e s  in Scotland, w i t h  the 
active c o o p e r a t i o n  of the o i l  c o m p a n i e s  and con tra c t o r s  had 
b e e n  able to e f f e c t i v e l y  p l a n  for o n - s h o r e  d e v e l o p m e n t . . . "  Some 
idea of the a c t i v e  c o o p e r a t i o n  m a y  be g l e a n e d  from A p p e n d i x  2.
(Baldwin, i b i d ) .

A  final point. Mr. W i l e s  d i s c u s s e d  p o s s i b l e  c o n s t i t u t i o n a l  
problems. A l t h o u g h  n o t  a lawyer, I'll v e n t u r e  the o p i n i o n  that 
there are two sides to the case. See, for example, K & L 
Distribut ors, Inc. v. Murkowski, 486 P . 2d 351(1971).

e c o l o g i c a l  losses (fish?) and n e c e s s a r y  p r o j e c t s  w h i c h  cannot 
be f u n d e d  u nder the loan  program.
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March 15, 1977

TO: LISA
FROM: JUDITH

RE: Income Tax of OCS drilling rig employees

Transcript - Verbatim 

Ose:

3/7/77

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

Matthews: "That's right, because they don't live in the
state and they don't place any demand or services 
on the state".

Kelly: "Why are we receiving income tax on these people,
I d^n't think we are, are we?"

Matthews: "It depends on how their residency is established
with the company. If they are working for a company 
that is established and franchised with the State of 
Alaska, and they're paid out of Alaska, then essen­
tially a portion of their income is subject to Alaskan 
taxation.

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

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

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



Charles Prokop of Exxon, testimony before the Council on Environmental Quality, 
September 26-27, 1973:

°As production g r o w s  it w o u l d  b e c o m e  n e c e s s a r y  to h a v o  

m o r e  a n d  m o r e  p e rsonnel 'on location1 until within a 

y e a r  or so a sizable c o m m u n i t y  w o u l d  d e v e l o p  n e a r  the 

p r o d u c i n g  area. If w o  k e e p  o n r  a s s u m p t i o n  of 200,000 B / D  

production as a n  e x a m p l e  area, w e  could expect a p p r o x­

imately 20 m o d e s t  size business buildings, a n d  two small 

hotels for t e m p o r a r y  per s o n n e l  a n d  a p p r o x i m a t e l y  400 

'■'omes for the 600 people directly e m p l o y e d .  A  similar 

m b e r  w o u l d  b o  expected to live outsldo the area in 

..earby cities with h e a v y  e m p h a s i s  still o n  A n c h o r a g e .

O f  course, n o w  supporting services w o u l d  g r o w  into tho 

c o m m u n i t i e s  to serve the families of the e m p l o y e e s ,  

p r oviding n e w  Jobs for those not directly associated 

with the industry. T h i s  could p r o d u c e  a c o m m u n i t y  of 

n e a r  2400 people a n d  the c h u r c h e s ,  schools, recreation 

n n d  service buildings a c c o m p a n y i n g  a small population 

center. L a n d  u s e  w o u l d  be approximately 6 s q u a r o  

miles . . . .

T h e r o  are several locations o n  the coastline of the Gulf 

w h i c h  w o u l d  a c c o m m o d a t e  sizable c o mmunities. At 

p r e s e n t  Y a k u t a t  a n d  C o r d o v a  are the only t o w n s  in the 

a r e a  u n d e r  discussion. Neither is large e n o u g h  to 

a b s o r b  e v e n  a part of tho increased population, but 

either could b e  enlar g e d  substantlcdly s hould thair 

positions b e  strategic. Yakutat w o u l d  p r o b a b l y  b o  tho 

m o s t  ideally located of the two."



____

OIL INDUSTRY EMPLOYMENT IN SCOTLAND

TAULli 5.6 CIIANGLS IN OIL INDUSTRY LMl'LOYMLNT, MARCH 1973-DUCLMBUR 1974

Inverness and E as ie r 

Rem ain d er o f  

and Is lands 

N orth  ILast 

T a y s id c  

L ast C e n tra l3 

West C e n tra l0

Total

a. Last Cen tra l is equivalent to the L ir lh  o f  f o r th  region as described in C h ap te r 6 .

b . No fre sh  figure was published for th is q u arte r, therefo re  previous total has been 

carried  fo rw ard .

c . T ire  tiptoes for West C e n tra l Sco tland  do not in c lu d e  w o rke rs  enpaped in rip 

con stru ctio n  w o rk  in C ly d e  sh ip yard s , c .p . M ara tho n , C lyd e b a n k . In  Decem ber 

1974 w orkers  in  this category numbered 1935 .

So u rce : D cpartnu  I o f  Lm p lo y n ie n t .

SOURCE: Hiitcheson, MacGregor and Hogg, Alexander, Scotland and Oil, 1975, p. 61.



% Incrcnsc % Increase
1961 1962 1963 1964 1965 1966 1967 1960 1969 1970 1971 1972 1973 1974 1961-1970 1961-19/

Total Civilian Work Force 
Total Employment 
Total Unemployment

2,512
2,102

3,123 
2, 664 
459

3,274
2,723
551

3,318
2,830
488

2,914
2,510
404

3,883
3,383
500

5,415
4,936
479

6,475
5,892
583

6,262
5,510
752

5,560
4,745

( 3

5,508 
4,594 
914

5,967
5,022
945

5,748
4,831
917

6,179
5,375
970

121%
126%
99%

146%
156%
137%

Non-agricultural wage and 
salary employment

C * <*0 1,284 1,322 1,397 1,754 2,462 3,677 ( T T T ) 4,153 3,576 3,454 3,822 4,049 4,487 273% 367%

Mining
( j D

169 159 179 212 415 915 966 652 525 528 560 503 321% 225%

Contract Construction C H 3 94 99 128 259 ** 821 (J.209^) 736 354 398 433 343 441 521% 674%

Manufacturing 138 198 236 266 265 258 260

v----- *

333 482 583 524 553 629 . 716 322% 419%

Transportation, communi­
cations and utilities

90 104 94 107 124 141 306 267 273 293 254 280 296 404 226%. 349%

Trade 113 134 152 151 219 303 357 432 528 507 466 502 507 627 349% 455%

Finance, insurance and 27 34 44 ** ** ** kk ** kk it if ** 79 81 90 ** 233%
real estate

Services 86 154 135 ** 180 263 334 401 364 339 338 446 596 671 294% 680%

Miscellaneous * * ■k * ** ** kk ** * ■k-k k-k 55 90 38 kk k

Government ( 2 5 ^ 397 403 380 445 595 611
d D

70 751 873 946 947 947 155% 222%

Ŝervices and miscellaneous aggregated 
**Wlthheld to comply with disclosure regulations



Establish, in the d e p a r t m e n t  o f  c o m m u n i t y  a n d  r e g i o n a l  affairs, an OCS 
a s s i s t a n c e  fund.

.

A u t h o r i z e d  a p p r o p r i a t i o n s  c ould n o t  e x c e e d  2% of the e s t imate of taxes 
p a y a b l e  by i n d u s t r y  to the state (exclusive of m u n i c i p a l  share) und er 
AS 43.56: for FY 78, t h a t  appears to be an a u t h o r i z e d  a p p r o p r i a t i o n  of 
$ 3.2 - $ 3.4 m i l lion.  In later years, that w o u l d  rise, on an annual 
basis, to $ 4.0 - $ 4.5 milli on, corre sponding, through the time, w i t h  
inten s i v e  d e v e l o p m e n t  of o n s h o r e  OCS s u p p o r t  facilities. |

A f t e r  a l l o w i n g  s m a l l  a m o u n t  f o r  d e p a r t m e n t a l  a d m i n i s t r a t e o n ,  the b a l a n c e  |
a v a i l a b l e  w o u l d  s e r v e  a s  a s o u r c e  of g r a n t s  a n d  loc s.

Up to o ne-h a l f  of the a n n u a l  a p p r o p r i a t i o n  c o u l d  go for grants: these 
w o u l d  be for "n on-c a p i t a l "  costs, i.e. internal  administration, local 
g o v e r n m e n t  e m p l o y e e  hire, p l a n n i n g  and i m p l e m e n t a t i o n  of c o m p r e h e n s i v e  
plan, etc. The b a l a n c e  w o u l d  be a v a i l a b l e  by w a y  of loan to local 
g o v e r n m e n t s  for p l a n n i n g  and c o n s t r u c t i o n  of c a p i t a l  improvements and 
for v e hicle and e q u i p m e n t  p u r c h a s e  (fire t rucks or w h a t e v e r ) . R e p a yment 
of the loan p o r t i o n  w o u l d  be p r e d i c a t e d  on the a s s u m p t i o n  that, w h e n  
i n d ustry d e v e l o p m e n t  of facili ties in the town blossomed, the d e v e l o p m e n t  
w o u l d  add enough  to the tax base  of the m u n i c i p a l i t y  taxable under the 
local g o v e r n m e n t  a u t h o r i t y  ($ 1500 per c a p i t a  u n d e r  AS 29.53 and AS 43.56) 
to p e r m i t  r e p a y m e n t  on r e a s o n a b l e  terms.

’

L o a n s  c o u l d  be  f o r g i v e n  i f  t h e  d e v e l o p m e n t  o f  f a c i l i t i e s  in the c o m m u n i t y  
d i d  n o t  o c c u r  as a n t i c i p a t e d  a n d  t h e  c o m m i s s i o n e r  t h o u g h t  t h a t  e n f o r c e d  
r e p a y m e n t  w o u l d  w o r k  a h a r d s h i p .  L o a n  f o r g i v e n e s s  r e q u e s t s  w o u l d  h a v e  
t o  b e  s u b m i t t e d  to  t h e  L e g i s l a t u r e  f o r  n o n - d i s a p p r o v a l .

A u t o m a t i c a l l y  t e r m i n a t e  the a u t h o r i t y  to gra nt and loan (but not the 
c o n t i n u i n g  o b l i g a t i o n  to repay) in seven years; if the p r o g r a m  w o r k e d  
well, the L e g i s l a t u r e  c o u l d  r emove  that p r o v i s i o n  at a later date.

Oil companies w o u l d  pay no a d d i t i o n a l  fr ont end tax. The state w o u l d  
e x t e n d  a s s i s t a n c e  on the a s s u m p t i o n  that oil d e v e l o p m e n t  support faciliti es 
w o u l d  be cove red b y  the 20 mill special p r o p e r t y  tax levy a g ainst the 
p r o p e r t y  w h e n  the f a c i l i t y  finds its way on to the tax rolls. R e p a y m e n t  
o f  loan p o rtion w o u l d  b e  from the i n c r e a s e  in a s s e s s e d  v a l u e  of t a x able 
p r o p e r t y  located in the c o m m unity by the OCS development.

A s s u r e  t h a t  no p o r t i o n  o f  t h e  f u n d i n g  w e r e  w i t h h e l d  for i n t e r n a l  s t a t e  
g o v e r n m e n t  use: t h e  n e e d s  a r e  "o u t  t h e r e " ;  the D e p a r t m e n t ' s  p a s t  p r a c t i c e s  
h a v e  c o n v i n c e d  s o m e  o f  t h e  H o u s e  R e p u b l i c a n s  t h a t  too m u c h  o f  t h e  a v a i l a b l e  
f e d e r a l  s u p p o r t  is b e i n g  h e l d  b a c k  a t  t h e  s t a t e  level. |

This is an update of the 1974 $ 10,000,000  "pipeline impact" program, 
w i t h  lesser a m o u n t  of f u n d i n g  annually, s p read o v e r  the period in w h i c h  
OCS d e v e l o p m e n t  may be r e a s o n a b l y  anticipated, w i t h  emphasis on r e p a y m e n t  
w h e r e  possi ble (i.e. c a p i t a l  p r oje ct suppo rt in c o m m u n i t i e s  h av ing r e a l  
p o s s i b i l i t y  of e x p a n d e d  p r o perty tax b a s e ) . So me a d d i t i o n a l  state front 
end m o n e y  now by way of grant should a s s i s t  local govern m e n t s  q u a l i f y  for 
federal grant, loan and b o n d  g u a r an tee support. Also, if SB 220 flies, 
the grants could go t owa rd i m p l e m e n t a t i o n  of p l a n n i n g  ob liga t i o n s  and 
o p p o r t u n i t i e s  of local g o v e r n m e n t s  under it.
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BY

IN T H E
H O U S E

S E N A T E
B I L L  NO.

F o r  a n  Act e n t i t l e d

IN T H E  L E G I S L A T U R E  OF THE STATE OF A L A S K A  

T E N T H  L E G I S L A T U R E  - F I R S T  S E SSION 

A B I L L

11 A n  Ar.t--.P-q h a h L i .qhi n g  i n._the.. D rapar-tmen-t ...nf-..r n m m n r n ± y _  

a n d  R p g i nn;i 1 Affairs— an Ou.te.n-CQn.tinenfal— SJieXf-----

 Qff.ec tivo-da.te.J- y.___

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

* S e c t i o n  1. L E G I S L A T I V E  FINDINGS A N D  PURPOSE. (a) The L e g i s l a t u r e  finds

that a c t i v i t i e s  w h i c h  occu r in the waters of the O u t e r  C o n t i n e n t a l
territorial

S helf a d j a c e n t  to the /waters of the state requ ire the c o n s t r u c t i o n  of 

s u p p o r t  f a c i l i t i e s  in o n s h o r e  areas of the state c o n t i g u o u s  to the 

projects; that the siting, planning, co nstr u c t i o n  and o p e r a t i o n  of new 

or e x p a n d e d  o n s h o r e  facili ties and activities  a s s o c i a t e d  w i t h  supply

of o u t e r  c o n t i n e n t a l  shelf p r o j e c t s  involve d e m a n d s  for p u b lic
, initially, ... .

facili t i e s  and s e r vices w h i c h / a r e  b eyon d the a b i l i t y  of lofcal g o v e r n­

men t s  to meet; that Con gr e s s  has r e s p o n d e d  to the need

to m a k e  a v a i l a b l e  financial s u p p o r t  and a s s i s t a n c e  to states and local 

g o v e r n m e n t s  affected, but that the nature of the C o n g r e s s i o n a l  r e s p onse

suggests d i r e c t  a s s i s t a n c e  to A l a s k a  commun i t i e s  to improve  their 
k C-r-fO+iA*) 4*

e l i g i b i l i t y  for that assistance; that: the c o n t r i b u t i o n  of revenue s
A

from indu stry by way of taxes and fees due local g o v e r n m e n t s  will occur

p r i n c i p a l l y  through tie r e c o u p m e n t  o f  taxes levied

Ln-L 25
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and c ollected from the p e t r o l e u m  industry under A S  43.56, but that X W  c o l­

lection of the tax by units of local g o v e r n m e n t  w i l l  occ ur only af ter 

the i n c l u s i o n  of real and p e r s o n a l  p r o p e r t y  on a s s e s s m e n t

rolls. f f l f i / X M X t / M W X X

(b) It is the p u r p o s e  of this A c t  to p r o v i d e  a m e c h a n i s m  by w h i c h

m u n i c i p a l i t i e s  may be p r o vided loans and grants to plan  for and improve
the need for

the d elivery of p u b l i c  services and to d e t e r m i n e / a n d  initi ate d e v e l o p m e n t  

of neces s a r y  public s e r v i c e s  prior to the a d vent of s i g n i f i c a n t  

a c t i v i t y  w ithin the m u n i c i p a l i t y  a t t r i b u t a b l e  to the s u p p o r t  of o u t e r  

contin ental shelf f a c i l i t i e s  and projects.

* Sec. 2. AS 44.47 is a m ended by adding n e w  section s to read:

A R T ICLE . O U T E R  C O N T I N E N T A L  S H ELF F I N A N C I A L

ASSISTANCE.

Sec. 44.47.350. O U T E R  C O N T I N E N T A L  S H E L F  A S S I S T A N C E  FUND. T h e r e  is in 

the D epartment of C o m m u n i t y  and Regional A f f a i r s  the O u t e r  C ontin e n t a l  

Shelf A s s i s t a n c e  Fund to car ry o u t  the p u r p o s e s  of secs. 3  C o -  ff-0 0  of thi

chapter. The fund m a y  be used for no o t h e r  purpose.

Sec. 44.47.360. P O WERS A N D  DUTIES O F  THE D E P A R T M E N T  IN A D M I N I S T R A T I O N  

OF THE FUND. (a) The D e p a r t m e n t  shall

(1) ma ke g r a n t s  to m u n i c i p a l i t i e s  for

(A) p r e p a r a t i o n  and c o m p l e t i o n  of c o m p r e h e n s i v e  plans;

(D) i m p l e m e n t a t i o n  of c o m p r e h e n s i v e  plans, w h e t h e r  or not 

prepared u t i l i z i n g  g rants awarde d u n d e r  (A) of this paragraph, i n c l u­

ding, but not l i m i t e d  to, the a d o p t i o n  and e n f o r c e m e n t  of zoning and 

ot h e r  land use c o n t r o l s  r easonab ly r e l a t e d  to sh ore facilities 

siting;

(C) m u n i c i p a l  administration, i n c l udi ng the exe rcise of g enera 

go v e r n m e n t  p o wers autho r i z e d  under AS 29.48.

LA-L 20



m t k

(D) the a c q u i s i t i o n  of real property, or i n t e r e s t s  in real 

property, r e a s o n a b l y  n e c e s s a r y  to a s s u r e  the i m p l e m e n t a t i o n  of a 

c o m p r e h e n s i v e  p l a n  a d o p t e d  by the municipality; g r a n t s  u n d e r  this 

s u b p a r a g r a p h  are limited to the a c q u i s i t i o n  of real p r o p e r t y  in 

f u r t h e r a n c e  o f  c o n c e n t r a t i o n  of o u t e r  co ntinental shelf s u p p l y  

f a c i l i t i e s  w i t h i n  areas d e s i g n a t e d  by the m u n i c i p a l i t y  in its c o m p r e­

hen s i v e  p l a n  for industrial or r e l a t e d  d e v e l o p m e n t  a n d  to the 

a c q u i s i t i o n  of n e c e s s a r y  o p e n  space, park lands, w a t e r s h e d  p r o t e c t i o n

areas, or o u t d o o r  r e c r e a t i o n a l  facilities.
/

(2) m a k e  loans to m u n i c i p a l i t i e s  for

(A) p l a n n i n g  and c o n s t r u c t i o n  of public fa cilities, w h e t h e r

t>A—
or not the f acilitie s X X X  to be c o n s t r u c t e d  are fin anced by d i r e c t  

m u n i c i p a l  appropriati on, g e n e r a l  o b l i g a t i o n  bonds, loan or grant,

and w h e t h e r  or not the c o m p l e t i o n  of the facility c o n t e m p l a t e s  use 

of bon d g u a r a n t e e s  a v a i l a b l e  from an agency or i n s t r u m e n t a l i t y  of 

the federal g o v e r n m e n t  u n d e r  the C o a stal Zone M a n a g e m e n t  A c t  a m e n d­

men t s  of 1976;
v e h i c l e s  and

(B) the p u r ch ase o f / e q u i p m e n t  reasonably n e c e s s a r y  for the

>i*.i . lA.rfp'h
m u n i c i p a l i t y  to improve p ublic safety services.

A

(b) T h e  D e p a r t m e n t  shall a d o p t  regulations  to i m p l e m e n t  a d m i n i s t r a­

tion of this section.

Sec. 44.47.370. LIMITATIONS. (a) G rants and loans p r o v i d e d  u nder 

sec. 360 of this c h a p t e r  may not be used to reduce c u r r e n t  m u n i c i p a l  tax 

rates or to r e t i r e  e x i s t i n g  m u n i c i p a l  b o n d e d  indebtedness.

(b) G rant s m a d e  u n d e r  sec. 3 6 0 ( a ) (1) of this c h a p t e r  m a y  not exceed, 

annually, o n e - h a l f  of the total a m o u n t  approp r i a t e d  by the L e g i s l a t u r e  

to the fund for a fiscal year.

(c) No loan m a y  be m a d e  u n d e r  X X X X  sec. 3 6 0 ( a ) (2) of this c h a p t e r  

unless the c o m m i s s i o n e r  is s a t i s f i e d  that the money is n o t  o t h e r w i s e  avail-

I.A-L 20
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Sec. 44.47.380. L O A N  INDEBTEDNESS. (a) N o  i n t e r e s t  m a y  be c h a r g e d  

on a loan to a m u n i c i p a l i t y  a p p r o v e d  by the c o m m i s s i o n e r  u n d e r  / K / /  sec. 

360(a)(2) of this chapter.

(b) A  loan a p p r o v e d  by the c o m m i s s i o n e r  shall be r e p a i d
ou t e r  c o n t i n e n t a l  s h e l f  s u p p o r t  f a c i litie  

by the m u n i c i p a l i t y  w i t h i n  10 y e a r s  of the first i n c l u s i o n  of 
th i n  the m u n i c i p a l i t y
/ s u b j e c t  to levy of the tax i m posed  by AS 43.56 on the a s s e s s m e n t  r o l l s  

p r e p a r e d  by the d e p a r t m e n t  of r e v e n u e  or w i t h i n  10 y e a r s  of a p p r o v a l  of 

the loan by the c o m m i s s i o n e r ,  w h i c h e v e r  is later.

Sec. 44.47.390. LOAN FORGIVENESS. A  m u n i c i p a l i t y  w h i c h  has r e c e i v e d  

a loan u nd er /K// sec. 3 6 0 ( a ) (2) of this c h a p t e r  may / / / /  a p p l y  to the 

c o m m i s s i o n e r  for f o r g i v e n e s s  of loan, or any p o r t i o n  of the b a l a n c e  due.

Th e  c o m m i s s i o n e r  m a y  r e c o m m e n d  that the loan be f o r g i v e n  if h e  r e a s o n a b l y  

b e l i e v e s  that the d e v e l o p m e n t  of o u t e r  c o n t i n e n t a l  s helf s u p p o r t  f a c i l i t i e s  

w i t h i n  the m u n i c i p a l i t y  s u b j e c t  to the tax l evied  by A S  43.56 will not 

o c c u r  to the d e g r e e  c o n t e m p l a t e d  at the time the loan w a s  a p p r o v e d  and 

t h a t  r e p a y m e n t  of the loan, or the r e m a i n i n g  b a l a n c e  of the loan, w o u l d  

w o r k  a h a r d s h i p  on r e s i d e n t s  of the municipality .

f o r g i v e n e s s  by the c o m m i s s i o n e r  shall be p r e s e n t e d  to the l e g i s l a t u r e  

w i t h i n  the first ten days of a r e g u l a r  l e g i s l a t i v e  session. A  loan 

r e c o m m e n d e d  for f o r g i v e n e s s  by the c o m m i s s i o n e r  shall be f o r g i v e n  if, 

at the end of the If ^is.lative s e s s i o n  in whi ch a r e c o m m e n d a t i o n  is p r e s e n t e  1 

the L e g i s l a t u r e  has not a d o p t e d  a c o n c u r r e n t  r e s o l u t i o n  d i s a p p r o v i n g  of 

forgiv e n e s s  or the loan.

Sec. 44.47.400. F U N D  B A L A N C E .  The l e g i s l a t u r e  is a u t h o r i z e d  to 

a p p r o p r i a t e  a n n u a l l y  to the fund e s t a b l i s h e d  in sec. 350 of this c h a p t e r  

an a m ount not to e x c e e d  2 p er c e n t  of the e s t i m a t e d  r e c e i p t s  of taxes 

l evied under AS 43.56 and r e t u r n e d  to the state for i n c l u s i o n  in the general

20
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TO: LISA
FROM: JUDITH

RE: Income Tax of OCS drilling rig employees

M a r c h  15, 1 9 7 7

Transcript - Verbatim 3/7/77

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

Matthews: "That's right, because they don't live in the
state and they don't place any demand or services 
.on tKe state".

Kelly: "Why are we receiving income tax on these people,
I don't think we are, are we?"

Matthews: "It depends on how their residency is established
with the company. If they are working for a company 
that is established and franchised with the State of 
Alaska, and they're paid out of Alaska, then essen­
tially a portion of their income is subject to Alaskan 
taxation."

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

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

I spoke with Mike McCormick, Chief, Audit Services, 
Department of Revenue and between corporate and individual 
taxation. The company has a legal obligation to withhold 
taxe3 on employees who are residents of the state. The 
state can tax individuals who are non-residents for income 
earned within the state. The state has no legal iurisdiotinn 
to tax income earned outside of t" ' state.



Y e s t e r d a y , I received a p h o n e  call f r o m  C h u c k  C o h e n ;  w h o ,  ay y o u  k n o w ,  

is o u r  representative in W a s h i n g t o n  D . C . ,  with responsibility for do i n g  

r e s e a r c h  a n d  technical analyses of the n e w  Coastal E n e r g y  I m p a c t  P r o g r a m .  

C h u c k  advised m e  that a s u p p l e m e n t a l  appropriation for F Y  '77, as p r e p a r e d  

b y  President F o r d  a n d  a m e n d e d  b y  President Carter, n n d  a b u d g e t  for F Y  

'78, h a v e  b e e n  p r esented to the C o n g r e s s  in the following amounts:

F Y  '77- $10 million - F o r m u l a  G r a n t s

$110 million - Facilities L o a n s  

$0.00 - P l a n n i n g

$0.00 - E n v i r o n m e n t a l  or Recreational G rants

F Y  ’78- $13 million - F o r m u l a  G rants

$143 million - Facilities L o a n s  

$0.00 - P l a n n i n g

$0.00 - E n v i r o n m e n t a l  or Recreational G rants

F r o m  the p r o p o s e d  appropriations tho federal Office of Coastal Z o n e  M a n a g e m e n t  

h a s  tentatively p r o p o s e d  to allocate to the State of A l a s k a  a nd its municipalities 

the following amounts:

1?Y  ’77 (Supplemental)

$ 7 0 0 , 0 0 0 -  F o r m u l a  Grants 

$31,900,000 •• Facilities L o a n s  

$0.00 - P l a n n i n g

$0.00 - E n v i r o m e n t a l  or Recreational Grants

F Y  '78 (Budget)

$3,200,000. - F o r m u l a  G r a n t s  

$08,600,000. - Facilities L o a n s  

$0.00 - P l a n n i n g  

$0.00 - E n v i r o m e n t a l  or Recreational Grants

JAY S. HAJmi’S, SOY:?:- ■

M a r c h  4, 1977

rCL'CH 3- JUNEAU 3-311

M a y o r s  of Coastal Municipalities:



'ihe mos t  obv.’ous omission from the p r o p o s e d  b u d g e t a r y  figures, in i>:::■ 

v i e w  point, is the lack of appropriations for p l a n n i n g  w h i c h  w o u l d  ordinarily 

p r e c e d e  application for facilities loans or formula grants. In other w o r d s ,  

it a p p e a r s  the federal administration is putting the "cart before the horse" 

b y  p r o v i d i n g  f u n d i n g  for facilities without a n y  f u n d i n g  b e i n g  p r o v i d e d  for 

n e c e s s a r y  planning. T h e r efore, this date, K e v i n  W a r i n g ,  Director of C o m m a .  

Planning, is p r e p a r i n g  a draft of a letter for G o v e r n o r  H a m m o n d ' s  signRur,: 

to m e m b e r s  of o u r  congressional delegation in W a s h i n g t o n  strongly u r g  a g  

that they . s e n d  the p r o p o s e d  F Y  '77 s u pplemental a n d  F Y  '78 b u d g e t  "vpnv: • 

to include Is for plan; ing. B y  w a y  of this letter w o  e n c o u r a g e  ear:: of 

y o u  to likew: > s e n d  letters or telegrams lo m e m b e r s  of the A l a s k a  Cor.-yosmb 

Delegation in W a s h i n g t o n ,  e x p r e s s i n g  y o u r  c o n c e r n  for the n e e d  for fun ;ing 

of p l a n n i n g  u n d e r  the C.E. I . P .  A s  in the past, w e  w o u l d  appreciate race iv.L. 

a c a r b o n  c o p y  of a n y  c o r r e s p o n d e n c e  y o u  m i g h t  s e n d  to the congressional 

delegation. A s  w o  u n d e r s t a n d  it, the supple m e n t a l  appropriation bill . n d  

the FY' 78 b u d g e t  arc n o w  in C o n g r e s s i o n a l  committees. It is imperative 

that, if y o u  p r o p o s e  to m a k e  y o u r  w i s h e s  k n o w n  to the C o n g r e s s i o n a l  Dele gat! 

letters or telegrams b e  sent A . S . A . P .

O n e  w e e k  ago today, the Coastal M a n a g e m e n t  Policy C o m m i t t e e  of G o v e r n o r  

H a m m o n d ' s  Administration, authorised the D e p a r t m e n t  of C o m m u n i t y  and 

Regional Affairs to take the load in the d e v e l o p m e n t  of the inlrastnte a!', ''cation 
formula p r o c e s s  as p r o v i d e d  for in the feueral regulations w h i c h  i m p  -n L 

the C.E.I.P. 1 h a d  earlier r e quested that C h u c k  C o h e n  p r e p a r e  a dr ... in Ira . 

nllocr 'ion formula for o u r  consideration a n d  I expect to receive that iir : 

draft s o m e t i m e  next w e e k .  Also, while in F a i r b a n k s  this c o m i n g  w e e k  K e v i n  

W a r i n g  will me e t  with representatives of the Institute of Social a n d  Ec u o m i c  

R e s e a r c h  at the University of Alaska, to see if the Institute i's willing to 

also draft a formula for the p r o p o s e d  intrastate allocation. W e  will b e  con* -et1 

y o u  in the v e r y  n e a r  future with our p r o p o s a l . A n y  finally a d o p t e d  ink .is!--', 

allocation formula, as w e  envision it, will include municipal represent ..ion 

a n d  input regarding; the distribution of the federal allocation for i'ormul.i 

g r  its g r s m s  a n d  facilities loans m a d e  available to the State of A l a s k a .

W e  again u r g e  y o u  lo contact o u r  congressional delegation in W a s h i n g t o n  

if y o u  s h a r e  o u r  c o n c e r n  that m o n e y  should \ a appropriated for Coastal 

E n e r g y  I m p a c t  planning. W e  also .appreciate a n y  c o m m e n t s  or c o n c e r n s  y o u  

m i g h t  h a v e  as lo the m a n n e r  in w h i c h  o u r  D e p a r t m e n t  is p r o c e e d i n g  in draft! ■ 

a p r o p o s e d  intrastute allocation formula for tho Coastal E n e r g y  I m p a c t  Progra:

\ /f\ ryM"'- 

^ P a l m e r  M c C a r t e r

Director

Cr: City M a n a g e r s

D o n  B e r r y ,  A l a s k a  Municipal L e a g u e



DEPT. O F  C O M M 1 1 M T V  A  llEGlOAAL A I'FA IKS

DIVISION OF COMMUNITY PLANNING j POUCH B - JUNEAU 99811

March 22, 1977

The Honorable Lisa Rudd 
Alaska State Legislature 
Pouch V
Juneau, AK 99811

Dear Representative Rudd:

As requested by the House Community and Regional Affairs Committee, this letter 
summarizes the amount and status of matching grants-in-aid allocated by the 
Division of Community Planning to local governments for OCS-related planning 
over the immediate past and current fiscal years.

To date, a total of $590.6 in matching grants has been awarded or reserved for 
local OCS planning. Grants were funded from the following federal and state 
program sources:

(A)
(B)

(c)

(d)

Federal HUD 701 Comprehensive Planning Assistance Program;
Two federal OCS Supplemental Planning grants the Division obtained 
through the federal office of Coastal Zone Management;
Federal Economic Development Administration title IX OCS grant for 
economic adjustment planning; and 
State Oil Impact Prog-am..

The following Table identifies the locality, grant amount and status of each 
local grant.

Locale Grant Amount Project Status

HUD 701
1.

2.

3.
4.
5.

City of Cordova 
City of Yakutat 
City of Yakutat 
North Slope Borough 
City of Sand Point

18.0
24.0 
6.7 
9.0
15.0 

T 7 7 T T

completed 
completed 
completed 
completed 
current



Locale Grant Amount Project Status

OCZM/OCS I (Total Grant: $300.0)
6. Kenai Peninsula Borough 60.0 completed
7. Kenai Peninsula Borough 25.0 pending
8. Kodiak Island Borough 36.0 completed
9. Kodiak Island Borough 12.0 current
10. Alaska Native Foundation 18.0 completed

$151.0

OCZM/OCS II (Total Grant: $250.0)
11. North Slope Borough 40.0 pending
12. Unalaska 25.0 current
13. Kodiak Island Borough 50.0 current

$115.0

EDA Title IX_ (Total Grant: $300.0)
14. Kodiak Island Borough 45.0
15. City of Seward 30.0
16. Cities of Kenai-Soldotna 30.0
17. Cities of Homer-Seldovia 30.0
18. City of Yakutat 33.0
19. City of Cordova 30.0

$19*8.0

current
current
pending
pending
current
pending

State Oil Impact Grant Program
20. City of Yakutat $53.9 completed

The OCZM/OCS Supplemental Grants and the EDA Title IX Grant represent new federal 
grant program funds which were obtained at the initiative of the Division of 
Community Planning to help local governments underwrite the cost of much-needed 
OCS impact planning. Of course, since all these federal programs require local 
matching contributions ranging from one-half to one-fourth of the grant amount, 
employment of these federal grant funds by local governments still means that 
substantial outlays of local funds are necessary. This has placed a serious 
financial squeeze on those local governments with small tax bases (e.g., Yakutat) 
or high mil rates (e.g., Seward at 25.0 mils) and has unfortunately hampered 
their ability to take quick advantage of matching grant funds available through 
the Division.

To summarize, better than half of the federal funds ($464.0 out $850.0) obtained 
by the Division specifically for OCS planning over these two years has been 
allocated to local agencies for locally sponsored projects. The bulk of the 
remainder has been allocated either to other State agency projects uniquely the 
responsibility of the State (e.g., drafting of Department of Environmental 
-Conservation's oil tanker traffic regulations, Department of Highways' Gulf of 
Alaska regional transportation planning) or to special planning projects of 
common benefit to local and state governments alike (e.g., Marine Service Base



Study; Employment Forecast Model; OCS Bibliography; Management of OCS-Related 
Industrial Development Handbook). In my judgment, it is more sensible and 
economical to undertake this latter type of studies once under State sponsorship 
for universal use and reference, than to have them undertaken time and again by 
each separate local government.

I will be glad to provide any additional information on these matters that the 
Committee may request.

Sincerely,

Kevin Waring 
Director





m

F I S C A L  N O T E  '

R E Q U E S T
B ill/R eso lu tio n  N o .______________ H3 219____________________________________________________
T i t le _________An A c t  p r o v id in g  f o r  p e rm it s  and fe e s ___________________________

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T E N T H  L E G I S L A T U R E

Requesced by_ Date

II. F I S C A L  D E T A I L  

Agency Affected, R E V E N U E

Program Category Affected ADMIN I S T R A T I O N

Budget Request Unlt(s) Affected RESEARCH, D A T A  PROCESSING, P E TROLEUM RZVTTUZ D I V I S I O N  

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

100 P E R S O N A L  S E R V I C E S 1.0 1.0 1.05

200 T R A V E L

300 C O N T R A C T U A L .

4 0 0  C O M M O D I T I E S  .........

500 F . O U I P M E N T
600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  C L A I M S .  E T C ...

1 T O T A r

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D 1.0 1.0 1.05

F E D E R A L  F U N D S

O T H E R  (Specify-)

P O S I T I O N S

F U L L  T I M E See be low

P A R T  T I M E

T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

The D e p artm e n t o f  Revenu e  e s t im a te s  t h a t  th e  p r e p a r a t io n  o f  th e  in co m e t a x  d a ta  
r e q u ir e d  f o r  e s t im a t in g  p u rp o se s  w ou ld  r e q u i r e  th e  e f f o r t  o f  two m a n -d a y s . Th e  
p r e p a r a t io n  o f  th e  o i l  p ro p e r t y  t a x  d a ta  i s  e s t im a te d  to  r e q u i r e  one n a n - v e e k . 

j I t  i s  assum ed t h a t  th e  e s t im a te d  c o s t s  c o u ld  be a b so rb e d .

IV. D A T E  3/3111_________________ P R E P A R E D  B Y _________Baerbel R. S o r e n s e n

A G E N C Y  Department of R e v e n u e __________________

Original: Legislative Finance P H O N E  465-2174 ,

• cc: Budget and Management

Prime Sponsor (First Legislator N a m e d )

33 001 (Rev. 10/76)



" g r o s s  im p a c t  c o s t "  and "d e v e lo p m e n t re v e n u e "  to  be e s t im a te d  b y  th e  
D e p artm e n t o f  Com m unity and R e g io n a l  A f f a i r s .

The  " g r o s s  im p a c t  c o s t s "  a r e  d e te rm in e d  b y  m u l t ip ly in g  th e  p e r  c a p i t a  
c o s t s  o f  s t a t e  and l o c a l  govern m ent s e r v i c e s  i n  th e  a r e a  w it h  th e  maximum 
a n t ic ip a t e d  p o p u la t io n  in c r e a s e  a n t ic ip a t e d  i n  c o n ju n c t io n  w i t h  th e  
o f f s h o r e  d eve lo p m e n t i n  th e  a r e a .  "D eve lo p m en t re v e n u e "  i s  to  be d e te rm in e d  
b y  e s t im a t in g  p e tro le u m  p r o p e r t y  t a x e s ,  g e n e r a l  p r o p e r t y  t a x e s ,  e s t im a te d  
in com e t a x  c o l l e c t i o n s ,  and a n t ic ip a t e d  o u te r  c o n t in e n t a l  s h e l f  o i l  and 
g as d e ve lo p m e n t g r a n t s .

The b i l l  i s  u n c le a r  w i t h  r e s p e c t  to  s e v e r a l  i t e m s :

. 1 .  I t  a p p e a rs  t h a t  th e  p e rm it  f e e  to  be a s s e s s e d  i s  a im ed  a t  c o v e r in g  
c o s t s  o f  g o v e rn m e n ta l s e r v i c e s  w h ic h  w i l l  n o t be fu n d e d  fro m  o th e r  
s o u r c e s .  Th e  b i l l  r e f e r s  to  p e r  c a p i t a  s t a t e  and l o c a l  governm en t 
c o s t  w it h o u t  s p e c i f i c a l l y  in d ic a t in g  w h ic h  c o s t  it e m s  a r e  to  be 
in c lu d e d ,  e s p e c i a l l y  s t a t e  c o s t s .

2 .  I t  i s  u n c le a r  w h e th e r  th e  p e rm it  fe e  a s s e s s e d  i s  su p p o sed  to  r e f l e c t  
e s t im a te d  t o t a l  c o s t  f o r  th e  2 0 - y e a r  p e r io d ,  o r  w h e th e r  i t  i s  to  be 
b a se d  on th e  maximum im p a c t  a t  one p o in t  in  t im e . Th e  q u e s t io n  o f  
th e  2 0 - y e a r  c o v e ra g e  o c c u r s  b e c a u se  o f  th e  r e f e r e n c e  to  th e  d is c o u n t in g  
o f  th e  c a s h  f lo w  on th e  re v e n u e  s id e .  T h i s  im p l i e s  t h a t  on th e  
re v e n u e  s i d e ,  th e  w h o le  p e r io d  w i l l  be ta k e n  in t o  c o n s id e r a t io n .

3 .  I n  t h i s  c o n n e c t io n , th e  q u e s t io n  o c c u r s  why th e  i n f l a t i o n a r y  im p a c t 
i s  to  b e  ta k e n  in t o  a c c o u n t  on th e  re v e n u e  s id e  w h i le  no r e f e r e n c e  
to  t h i s  i s  made on th e  c o s t  s id e .

4 .  I f  th e  p e rm it  to  be a s s e s s e d  I s  to  r e f l e c t  th e  o t h e rw is e  u n fun d ed  
p o r t io n  o f  s t a t e  and l o c a l  c o s t s ,  a l l  s t a t e  and l o c a l  re v e n u e  
s o u rc e s  a p p l i c a b le  s h o u ld  be in c o r p o r a t e d .  T h is  w o u ld  in c lu d e  a 
l o c a l  s a le s  t a x ,  i f  a p p l i c a b le ,  s c h o o l t a x e s ,  a l l  e x c i s e  t a x e s ,  
l i c e n s e  f e e s  and o th e r  re v e n u e  s o u r c e s ,  e s p e c i a l l y  a t  th e  s t a t e  
l e v e l .  H o w e v e r , m ost o f  th e s e  r e v e n u e s , a s  w e l l  a s  some o f  th e  
e x p e n d it u r e  i t e m s , ca n n o t y e t  be t r a c e d  to  s p e c i f i c  l o c a l i t i e s .  
B e c a u s e  o f  t h i s ,  th e  c o n c e p t in c o rp o ra te d  in  th e  b i l l  a p p e a rs  to  be 
u n w o rk a b le , a t  l e a s t  i n  i t s  p re s e n t  fo rm .
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