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The United States Department of the Interior was designated by the Quter
Continental Shelf (ocs) Lands Act of 1953 t0 earry out the wﬂ ority of
the Act’s provisions for admnistering the mneral |easing and devel op-
ment of offshore areas of the United States. under federal jurisdiction

Wthin the Department, the Bureau of Land Management (BIM) has the
responsibility to neet requirenents of the National Environmental Policy
Act of 1969 (uepa) as wel| as other |egislation and regulations dealinP
with the effects of offshore developnent. In Alaska, unique cultura

differences and climatic conditions create a need for devel oping addi-
tional socioeconomc and environnmental information to inprove ocs deci-
sion making at all governmental levels. In fulfillnent of its federal
responsibilities and with an awareness of these additional information
needs, the B has initiated several investigative prograns, one of
which is the Alaska OCS Socioeconom ¢ Studies Program (SESP).

The Alaska OCS Soci oeconom ¢ Studies Programis a nulti-year research
effort which attenpts to predict and evaluate the effects of Alaska OCS
Petrol eum Devel opment upon the physical, social, and econom ¢ environ-
ments within the state. The overall nethodology is divided into three
broad research conponents. The first conponent identifies an alterna-
tive set of assunptions regarding the location, the nature, and the
timng of future petroleum events and related activities. In this
conponent, the program takes into account the particular needs of the
petrol eumindustry and projects the human, technol ogical, econonic, and
envi ronnental of fshore and onshore devel opnent requirenents of the
regi onal petroleum industry.

The second conponent focuses on data gathering that identifies those
quantifiable and qualifiable facts by which ocs-induced changes can be
assessed. The critical comunity and regional conponents are identified
and evaluated. Current endogenous and exogenous sources of change and
functional organization anong different sectors of community and region-
al life are analyzed.  Susceptible community relationships, values,
activities, and processes also are included.

The third research conmponent focuses on an evaluation of the changes
that could occur due to the potential oil and gas devel opnent. |npact
eval uation concentrates on an analysis of the inpacts at the statew de,
regional, and local |evel

In general, programcgéfducts are sequentially arranged in accordance
Wi th sm's proposed OCS |ease sale schedule,” so that information is
tinely to decisionmaking. ~Reports are available through the Nationa
Technical |nformation Service, and the BLM has a |limted nunber of
copies available through the Alaska OCS Office. Inquiries for inforna-
tion should be directed to:  Program Coordi nator (coar), Soci oecononic
Sgg%es Program Alaska OCS Office, P. O Box 1159, Anchorage, Al aska
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| NTRODUCTI ON

Purpose. This study is one part of the Alaska OCS Socioeconom c
Studies Program a nmulti-year research effort which attenpts to predict
and evaluate the effects of 0OCS petrol eum devel opment on the physical,
social and econom ¢ processes in Al aska.

The objective of this particular study is to obtain an accurate his-
torical accounting of the events and effects of OCS activity related to
the Lower Cook Inlet Lease Sale I between the period of Cctober 1977
and January 1980. The information fromthis study will be used to
eval uate and inprove the prediction process for the social and economc
effects of future lease sales in Alaska. In addition, this study will
provide basic data needed to prepare petroleum devel opnent scenarios.
The information will also be utilized to satisfy a number of NEPA re-
quirements in the EIS process and will specifically contribute data to
verify and upgrade EI'S exploration scenarios, monitor the effects of
various |ease sale stipulations and help develop inproved stipulations in
the future, as well as provide a basis for a number of managenent
decisions required throughout the sale process.

Location.  The Lower Cook Inlet Sale CIis located in the southern
third of Cook Inlet in Southcentral Al aska. The sale area enconpasses
approxi mately 1,800 square mles between the state-owned waters of
Kachemak Bay and the Kenai Peninsula on the east, the Barren Islands
and Shelikof Straits on the south, the Alaska Peninsula on the west and
Upper Cook Inlet to the north. Anchorage, a major administrative cen-
ter, is approximtely 180 airline mles to the north. Kenai (including

North Kenai and the industrial area of Nikiski), the primry supply



base for oil field operations in Cook Inlet waters is one hundred airline
mles north of the sale area (population 4,421). Honer, utilized as a
secondary supply and crew transport base, is forty-five airline mles to
the east (population 2,800). Seward, utilized sporadically as a supply
base, is located 120 airline mles to the northeast. Smaller population
centers located on the |ower arm of the Kenai Peninsula near the sale
area include the city of Seldovia and the villages of English Bay and
Port Graham There are no population centers on the west side of the
sale area on the Alaska Peninsula. Figure 1 shows the general |ease
sale outline, as well as the above described surrounding areas.

Organi zati on. The report is organized into four chapters.

Chapter | includes the overall introduction to the report. Chapter Il
describes the basic technical, materials, personnel, cost and wage data
concerned with operations related to the Lower Cook Inlet sale.

Chapter 111 concentrates on the major effects and inpacts of the explor-
ation activity on local comunities. Such things as public service de-
mands, prices, business cycles, labor effects, community attitudes, and
others are discussed in relation to the sale. Chapter |V sumarizes
maj or conclusions for the entire report. Athough each part could be
read separately, portions of Chapter |1l build on data analyzed in
Chapter Il.  Chapter IV will give a quick overview of the mjor
findings of this report.

Acknowledements. Due to the nature ofthe information required

in this report, a significant portion of the total effort involved personal
interviews with individuals involved directly in Lower Cook Inlet ex-
ploratory operations and know edgeabl e individuals in comunities

affected by these operations, The study team spent considerable tine
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interviewng oil conpany executives, engineers, contractors, drilling
vessel owners, union officials, city managers, city council members ,
city planners, businessnen, conservationists, newspaper editors, dock
managers, helicopter pilots, police officers, government officials and
ot hers.

All the individuals interviewed gave us their full and conplete
cooperation, as well as a significant amount of time out of their busy
schedules. W would like to thank each one for their patience and
cooperation in answering questions and providing us with insights re-
garding the operation of the oil industry and the activities, responses
and attitudes of the local communities.
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PETROLEUM ACTIVITY



| NTRODUCTI ON TO PETROLEUM ACTIVITY

This chapter contains a detailed account of certain aspects of
exploration activity concerned with the Lower Cook Inlet Lease Sale CI
from Cctober 1977 to January 1980. The purpose is to present available
data on the events, costs, materials, vessels, aircraft, shore facilities,
and direct industry enploynent associated with the Lower Cook Inlet
lease sale. Mst of this chapter consists of descriptive data. The data
are analyzed only when analysis helps clarify a particular point or when
it can help fill gaps in the documented information. These cases are
described in the text.

The organization of the chapter attenpts to follow the chronol ogical
order of events of the sale. The section on the pre-drilling phase
deals with actions which had to be conpleted before drilling could be-
gin. It contains a brief description of features of the |ease sale, fol-
|l owed by sections on survey and permtting activities. The next sec-
tion describes various conmponents of the drilling phase - the wells
drilled, drilling vessels, supply vessels, aircraft, and shore bases,
The remaining four sections draw together information relevant to both
the pre-drilling and drilling phases of exploration, They describe
mej or supply routes for materials, vessels and personnel within A aska,
accident records and environnental matters, costs and |ease rates, and
a sunmary of direct enployment data.

Mich of the detailed information which has been gathered can best
be presented in tabular form  This approach has been adopted
throughout Chapter 11 when suitable. However, the tables do not por-

tray all the information and should be read with the acconpanying text,



Al'so, in many cases, the tables contain sunmaries or estimates which
are more fully explained in the text. The use of footnotes to anplify
statements in the tables has been mnimzed and care should he taken to
read the explanation in the text before drawi ng any conclusions.



DATA COLLECTI ON

In preparing this report, secondary sources of data were used
wherever possible. These included specialist petroleum exploration pub-
lications, Alaska industry magazines, federal governnment permit applica-
tions, governnent files and local newspapers, The nost productive
source was the petroleum information publication called “Scouting

Report. It is published weekly and contains an account of drilling
activity throughout the state.  Periodically, nore detailed relevant
articles are printed. COher useful publications were Offshore Migazine,

The G| and Gas Journal, Al aska Construction and G|, and Of shore

Rig Data. Applications for federal permts contained valuable informa-
tion, particularly the “Notice of Support Activity” submitted by the
operators to the U S. Geological Survey (see Appendix A for an
exanple),  The Homer News and the Kenai Peninsula Carion also con-

tained some useful data.

Toget her, these sources provided an initial base of informtion.
However, details about the exploration activity remained unclear, and
parts of the secondary information required verification. All of the
primary data was gathered directly from people involved in the explora-
tion effort. Initially, contact was made with the Alaska G| and Gas
Association and the three operators (oil conpanies) who have drilled, or
are drilling, on the Lower Cook Inlet tracts. The oil conpanies pro-
vided information concerning their own operations and were able to
verify a significant portion of the data already collected. Next, all the
subcontractors and other conpanies and agencies associated with the

Lower Cook Inlet sale were contacted to verify and obtain data.
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PRE-DRILLING PHASE

Lease Sale.  The Lower Cook Inlet Lease Sale CI was held in
Anchorage on Cctober 27, 1977, In all, 135 tracts were offered, with
bids on ninety-one, with four rejections. Approximately $400 million
was raised in cash bonus bids. The sale attracted considerable interest
as one of the initial tests of a variation of bidding nethods. Two-
thirds of the blocks were offered under the traditional cash bonus
method, while the remaining one- third were fixed cash bonus with
royalty as the bid variable.

Tables 1 and 2 show the ten highest cash bonus and royalty bids,
respectively. Al seven wells drilled by January 1, 1980 were in these
blocks . Six wells were cash bonus tracts and one well was in a royalty
bid tract. Phillips bid the most money at the sale, acquiring five of
the ten nost expensive cash bonus blocks. Arco bid in partnership
and alone to win the largest nunber of blocks. Marathon, in conjunc-
tion with Amerada Hess Corporation and WIlians Exploration Conpany,
bought Bl ock 318 for the highest cash bonus paid at the sale.
Block 318 was the first tract to be drilled.

Eight stipulations, attached to the |eases and specific to this
particular |ease sale, were partially designed to mninmize any deleterious
inpact that mght occur as a result of exploration activities. To conply
with the stipulations, operators were required to submt a report of a
biological survey, conduct a shallow hazards seismc program define a
proposed environmental training program for all personnel and provide

a “Notice of Support Activity” for the exploration program  This
“Notice” included a description of facilities to be used in connection
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Table 1

TEN H GHEST CASH BONUS BI DS
LOAER COOK I NLET SALE c.I.

" - Drilled by
Bl OCk OwnerS" B| d Jan 31’ 1980
318 Mar at hon 50% $77,000, 984. 00 Yes
Amerada Hess. Corp. 43% 0cs Y-0086
Wlliams Exploration 7%
274 Phillips 100% 48,402, 432. 00 No
970 Phillips 100% 46,501, 632. 00 0cs Y-0152
799 Phillips 100% 33,302, 016. 00 No
798 Phillips 50% 30, 256, 128. 00 OCS Y-0156
Anerada Hess. 23%
Loui siana Land 22%

Ham |t on Bros. Expl. 5%

971 Phillips 1009 27,101, 952. 00 No
668 Phillips 100% 23,701, 248. 00 0cs Y-0124
572 Arco 479 15, 380, 006. 40 0cs Y-0161
Chevron _ 46%
Halbouty Al aska O | 7%
529 Union Q| 50% 13, 310, 208. 00 No
Texaco . 38%
Allied Chemcal Corp. 12%
and others
576 Arco 47% 8,240, 071. 68 No
Chevron 469,
Halbouty 7%

*Percentages are rounded to the nearest whole nunber.
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Table 2

TEN H GHEST ROYALTY BI DS
LOAER COOK I NLET SALE c.I.

Fi xed Cash \thet her
Bonus Per Drilled To
Bl ock Owner s Hectare Royal ty Jan. 31, 1980
972 Texas E Exploration Co. 100% $§ 62 63. 4444% No
402 Texas E Exploration Co. 100% 62 57.51575% No
358 Texas E Exploration Co. 100% 62 57.25125% No
841 Texas E Exploration Co. 100% 124 56.56789% No
1 Mar at hon 35% 1,483 55. 15% No
Loui si ana Lands Expl. 27%
Anerada Hess 25%
WIlians Expl. 13%
1014 Mar at hon 359, 62 53.15% No
Arerada Hess 25%
Loui si ana Land Expl. 20%
Hani [ ton Bros. 10%
WIlians Expl. 10%
2 Mar at hon 35% 433 52. 15% Qcs Y-0168
Anerada Hess 25% #1 &2
Loui si ana Land Expl. 20%
Ham [ ton Bros. 10y
WIlianms Expl. 10%
884 Texas E Exploration Co. 100% 62 50. 25125% No
928 Texas E Exploration Co. 100% 124 49. 45125% No
101 Arco 47% 433 48. 157% No
Chevron 46%

Halbouty Al aska 7%
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with exploration activities which included personnel requirements and
residency information, estimated supplies needed and frequency of ves-
sel and helicopter trips, Copies of the “Notice” were sent to state and
| ocal governments, the purpose of which was to provide a clear state-
nment of the expected social and econom ¢ inpact of the exploration
phase. Exanples of the stipulations for the sale, as well as the re-
quirenents for a “Permt to Drill” fromthe US. Geological Survey, are
included in Appendix A

Surveys.  Table 3 summarizes the pertinent data concerning
surveys.  Two mgjor types of surveys were undertaken before explora-
tory drlling commenced in the Lower Cook Inlet. Under Stipulation 2
the U S. Geological Survey required a biological survey to be conpleted
to determne if any special hiological comunities were present at the
drilling sites or in the blocks to be explored. The US. GCeol ogica
Survey al so issued instructions to provide high resolution seismc sur-
veys to locate shallow faults and slunps to determine the general stabil-
ity of the seabed and to help locate any shallow high-pressured gas
zones

In January 1978, Marathon contracted with Tetra-Tech, Inc. for a
shallow drilling hazards survey of Blocks 274, 275, 318 and 319, and
for a prelimnary biological survey. The field work was conpleted in
February 1978 and the report was submtted three nonths later. A
total of twenty-one people were involved in the fieldwork, including a
boat crew of eight, six biologists and seven seismc technicians. Mst
resided outside Alaska. In addition, two scientists in the conpany’s
Anchorage office worked on the report for three nonths, with occasiona

visits from personnel outside the state for presentations. Tetra-Tech
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TABLE 2

ILLING SURVEYS

Operator:

Type:

Date or fiel dwork:

Date of report:

Area:

Contractor:

Boat :

Type:

Di nensi ons:
Average daily
lease rate:
Port used:
Boat crew

Technical crew

Total :

Resi dence:

Mar at hon
Shal | ow hazards, prelininary
bi ol ogi cal

i%%ary 19 - February 21,

May, 1978
Less than 300 square miles

Tetra~Tech
Sitkin

G| screw 293 gross tons
152 feet by 23 feet

N/A
Honer and Seldovia

8

Shal | ow hazards - 7
Bi ol ogi cal -

12 or 13
Mstly outside Alaska

Marathon, Exxon, ARCO,
Phillips

Riclogical

vareh 29 - apriz 19, 1978
oriy 18, 19, 22, 23, :§75
Harathon; April 21, My o -
i2, 1978 ARCO

May, 1978 - Phillips, Mrathon
July, 1978, ARCO

125 square miles

Dames & Moore

Gight Yateh and Sea Wice
Night Watch - converted
stern traw er; Sea Wife -
conrerted crab boat

65 ceet and 8o feet,
respectively

$1500 - $2000 + fuel
Homer

4

3
7
S5 - Eomer
2 - Outside
o )

Mar at hon, Exxon, arco,
Phillips

Shailow hazards

April 22 - June 26, 1978

September, 1978, ARCO
Vicinity of each drilling
vessel

Dames % loore

2ig Valley

Converted culf of iMexico trawler

80 rfeet

31500 - 22000 + fuel
Homer

5

10

5 - Homer
5 ~ Quts | de

1
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used the Sitkin, a Seattle-based boat with a non-A askan crew. The
Sitkin has been active in the Lower Cook Inlet prior to the |ease sale.
The surveys were conducted from Honer, but for a short tine the
Honer pier was damaged and Sel dovia was used as the shore base.

In April and May of 1978, Danes and Mbore conpleted a biol ogical
survey of five representative blocks of the entire lease sale area. The
Honer office of Dames and Moore |eased three local vessels, the Big
Val | ey, Nightwatch and Seawi fe, for the project. They recruited hio-
| ogi cal technicians fromoutside A aska, but otherw se the operation
used local personnel from Homer. A total of 125 square miles was sur-
veyed, and the cost was shared by a nunber of conpani es.

Shal | ow hazards surveys were conducted by Dames and More from
April to June 1978. The Big Valley, a local converted trawer, was re-
tained throughout the period and exact dates of the field work varied
throughout the time, based on weather conditions. The technical crew
of about five people came from Houston. Qtherw se, |ocal personnel and
boats were utilized from Honer.

In addition to those discussed above, other types of surveys were
conducted.  Locational surveys were required to position the drilling
vessel s at each well site. These required two people, usually for |ess
than a day. Seismic surveys also continued to be conducted in the
Shel i kof Straits area, but these were unrelated to the sale studied in
this report,

Permts.  Table 4 summarizes the pernit activity which preceded
drilling in the Lower Cook Inlet. Three principal permts were re-
quired: an “Authorization to Discharge” from the Environnental

Protection Agency (EPA), a permt to “Anchor a Drilling Vessel” from
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TABLE 4
DETAILS OF MAJOR PERM TS

CORPS OF ENG NEERS:

CGENERAL PERM T FOR ANCHORI NG DRI LLING VESSELS

Date of Dat e .
Appl i cant Vessel  Application Ganted Effective Ref erence
ARco Borgston 11/17/77 12/13/77 2/1/78 - 2/1/79 071-0YD-7-770278
Dol phin
(later Dan
Prince)
Mar at hon Dianond M 12/9/77  12/11/77 4/1/78 - 9/ 15/ 79  071-0YD-7-770311
Dragon
Phillips gcea? 5/1/78 5/15/78  11/1/78 - 14/1/80  071-0YD-7-780129
ounty

ENVI RONMVENTAL  PROTECTI ON AGENCY:  AUTHORI ZATI ON TO DI SCHARGE

Dat e of Dat e

Appl i cant Vessel Application Ganted Effective Ref erence
ARCO Bolrgﬁton 11/2/77  6/21/79  7/23/79 - 7/2'3/84  xx 002805-3
Dol phin
(later Dan
Prince)
ODECO Qcean 11/21/77 8/11/78  9/11/78 -6/ 30/ 81  AK 002818-5
Ranger
Japan VWi te 12/1/77 8/11/78  9/11/78 - 6/ 30/ 81. Ax 002824-0
Drilling Dragon |11
co.
G obal Gand Isle 12/14/77 8/11/78 9/11-/78 - 6/30/81  AK 002816-9
Mari ne
Japan Wite 12122177 8/11/78  9/1s/78 - 6/30/61  a 002823-1
Drilling Dragon |1

co.
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TABLE b (Continued)
DETAILS OF MAJOR PERM TS

ENVI RONVENTAL  PROTECTI ON AGENCY:  AUTHORI ZATI ON TO DI SCHARGE

Date of Dat e
Appl i cant Vessel  Application Ganted Effective Ref erence
ODECO Ccean 12/28/77 8/ 11/78 9/1i/78 - 6/30/81 Ak 002817-7
Bounty
Marathon  Diamonda M 1/3/78 6/1/78 7/3/78 - 6/30/81 Ak 002822- 3
Dragon
d obal Gand 1/5/78 8/11/78 9/11/78 -6/30/81 Ak 002821-5
Mari ne (conception
d obal Grand 1/9/78 8/11/78 9/11/78 - 6/30/81 Ak 002825- 8
Mar i ne Tasman
d obal Gand 1/13/78 8/n/78 9/11/78 - 6/30/81 Ak 002826-6
Mari ne Atlantic
Exxon éltaskan 1/18/78 8/11/78 9/11/78 - 6/30/81 AK 002827-h
ar
Japan White 7118/ 78  8/22/78  9/24/79 - 6/30/81  AK 002755-3
Drilling Dragon |V

co.
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TABLE » (Continued)
DETAILS OF MAJOR PERM TS

U S GECLOG CAL SURVEY: PERMT TO DRILL

Date of Dat e Dat e
Appl i cant Vel | Application G anted Abandoned
ARco Qcs Y-0097 11/ 21/ 77 ----
Mar at hon Qcs Y-0086 #l 2121/ 78 T/7/78 12/22 /78
Phillips OCS v-012k #1, la 6/15/78 9/29/78 5/17/79
Mar at hon ocs Y-0168 #1 6/ 26/ 78 11/3/78 L/27/79
Mar at hon QCS Y-0167 8/ 30/ 78
Phillips OCS Y-0136 2128/ 79 414179 9/21/ 79
Mar at hon Qs Y-0168 #2 4/ 20/ 79 4120/ 79 8/16 179
ARco OCS Y-0161 6/8/79 715/ 79 1/20 /80
Phillips ocs Y-0152 6/2/79 7124179 4/ 261 80

Source:  EPA; Corps of Engineers; USGS
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the Corp of Engineers, and a final “Permt to Drill* fromthe U.S.
Ceol ogi cal Survey (USGS). In addition, there were other permts re-
quired fromthe Coast Guard, the Federal Aviation Admnistration (FAA)
and the Federal Communications Comm ssion (FCQO).

EPA regulates discharges into federal waters and, before a drilling
vessel can operate on the Quter Continental Shelf (ocs ), it nust re-
ceive approval for all likely discharges. A detailed application is made
using a materials balance approach to show the source of all di scharges.
As is shown in Table 4, twelve authorizations were issued, although
only three drilling vessels had operated in the Lower Cook Inlet as of
January 1, 1980. Owners of drilling vessels may have chosen to submt
“specul ative” applications which, when approved, would give their ves-
sel a conpetitive advantage over other rigs which have yet to obtain
authorization.  Although three-fourths of the permts have not been
used, the first authorization required the nost work and subsequent
permts were less time consuming, Field work in connection with the
permts is undertaken by EPA's Anchorage office, with legal and adm n-
istrative back-up being provided by their Seattle office. The period of
the nost intense work was the first eight months of 1978, when one in-
di vidual was occupied about half time. In addition, occasional inspec-
tions are made on the drilling rigs thenmselves; however, no extra staff
were hired for the Lower Cook Inlet sale.

The Corps of Engineers issued General Permts for Anchoring
Drilling Vessels. A permit was required for each well drilled. General-
|y, applications were dealt with very speedily and no inspection or

other requirements were necessary, with the exception of the exact
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location of the vessel. The lease sale caused little additional work at
the Anchorage Corps of Engineers office.

An application to the USGS for a “Permt to Drill” nust be
acconpani ed by documents which fulfill the conditions set forth in the
lease stipulations. (Relevant stipulations have been discussed earlier. )
The application nust also specify the exact |ocation of the proposed
well.  The USGS has taken up to four nonths to approve an applica-
ion.  However, inmmediate approval was given for the Marathon well
0CS8Y-0168 nunber 2, since it was already covered by an existing
approved Exploration Plan.  The USGS nonitor exploration activity
closely, with a full tinme inspector on each drilling vessel and inspectors
in Anchorage.

Before helicopters are allowed to fly to drilling vessels, approval
nust be obtained from the FAA.  Approval of a visual flight system
(VFR) may be given without delay by the principal operation inspector
assigned to the helicopter conpany. However, before instrunent flight
control (IFR) may be used, a radio frequency nust be assigned to the
drilling vessel by the FCC. The FCC ensures that there is no inter-
ference between radio and navigational aids in an area. The FAA then
allocates the drilling vessel an identification call and flight checks the
instruments. Al helicopters used for the sale were |FR equi pped.

The Coast CQuard requires each drilling vessel to obtain a permt
for “Class | Private Aids to Navigation on Artificial Islands and Fixed

Structures. The permt verifies that the vessel has installed proper
navi gational equi pment.

Timng of Surveys and Permts. Figure 2 shows the tinetable of

surveys, permts and drilling activity in the Lower Cook Inlet. A view
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expressed by the operators during the course of this study was that
conpliance with the regulations and stipulations governing exploration in
the Lower Cook Inlet created considerable work and delays in explora-
tion.  Marathon indicated they spudded their first well, oCSY-0086, at
the earliest possible date after the sale. But even so, they indicated
that the nine-nonth delay was primarily due to the permtting process.
Al'so, in order to proceed with permtting as soon as possible, surveys
were conducted during the winter, which Marathon believed increased
the cost considerably, as well as hindered the results of the biological
survey.  Thus , their problemrelated nore to the actual “timng” of
gathering permt data rather than the tine taken for approval. On the
other hand, Arco made an early start on permitting activities, but
chose not to begin drilling until July 1979.  Another problem en-
countered by the operators was that they had to conmmt to a drilling
vessel and spend considerable amounts of noney bringing it to Alaska
wi thout knowi ng if EPA would permit the vessel

The tinmetable shows the buildup of activity in the Lower Cook
Inlet from permt applications through surveys and further permtting
procedures, eventually to drilling.  Government agency involvenment,
with the exception of the USGS, is concentrated in the first nine
months after the lease sale. Mt survey work took place between
February and My, 1978.  The maxi num activity occurred during
August of 1979, when three rigs were drilling. Total sale activity over

time is nore thoroughly discussed in the section on enploynent.
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DRI LLI NG PHASE

Wl| Data, Since the |ease sale in Qctober 1977, six wells have
been drilled and conpleted in the Lower Cook Inlet, and one is cur-
rently being drilled as of January 1980, Figure 3 shows the location of
each well. Three operators, Mrathon Phillips and Arco, have been
active in the area. Exploratory drilling of wildcat wells is characterized
by “tight holes, " which require strict confidentiality y of all details which
mght give conmpetitors information about the results of drilling. This
under standabl e reluctance of operators to share information which they
have acquired very expensively has sonewhat [imted the data collected
on the wells. Al the information in this section is either publicly
available or has been supplied by the operators.

Marathon's drilling program was the first to get underway with a
wel | in Block 318, in the northeasternnost isolated section of the |ease
sale area (C csy-o086 #1). The well was spudded on July 21, 1978,
approxi mately nine months after the sale, and took five nonths to com
plete.  The results of this first well appear to have been the nost
promsing to date. Petroleum Information (Decenber 20, 1978) reported
that a drillstem test recovered thirty-one degree gravity oil in "non-
comercial volumes” from a depth between 9,400 and 10, 057 feet.
Mar at hon then nmoved to Block 2 at the southern end of the |ease sale
area. This proved to be a very exposed location for winter drilling
and the first well in the block was abandoned in April, after having
drilled only 2,797 feet in over three nonths (ocs Y-0168 #1). During
this period, the drillship, Diamond M Dragon, was moved off |ocation to
a nmore sheltered anchorage for four weeks while waiting for the weather
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toinprove. A second well in Block 2 was spudded on April 28 and
plugged and abandoned on August 21, 1979 (OCS Y-0168 #2). Marathon
then suspended its Lower Cook operation and there is no indication that
any further wells are planned.

Phillips began operations in QOctober 1978, with an initial drilling
plan for four wells, two of which have been conpleted and a third is in
progress. Al three are in the southern half of the main area of sale
tracts, but the fourth planned well is in the isolated northeast section.
Both conpleted wells have been plugged and abandoned (OCS Y-0124 #1
and OCS Y-0136 #l). The latest well was at a depth of 9,000 feet on
January 31, 1980 (0CS Y-0152 #1).

Despite applying for permts soon after the |ease sale, Arco did
not spud its first well until July 1979. The well, in Block 572, was
plugged and abandoned in January 1980 (OCS Y-0161 #1). Arco plans
todrill at least one more well in the Lower Cook before the Dan Prince
jack-up rig nmoves to Norton Sound in the summer of 1980. It is ex-
pected that the location wll be Block 401.

Details of the seven wells that were drilled in the period Cctober
1977 to January 1980 are summarized in Table 5. Wth the exceptidh of
the weights of materials used, the information in the table was derived
from published sources or supplied by the operators. The materia
wei ghts were calculated on the basis of the followng estimted daily

consunption provided by the operators.

Mar at hon Phillips Arco
Drill water 15,000 to 300 barrels 380 bharrels
200,000 gallons
Fuel (rig 3,000 gallons 300 barrels 111 barrels
and boats) (ri

2,400 gg?lons
(rig tenders)
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Tabl e

3

VELLS DRILLED

Well Ccs Y-0086 #1 0CS Y-0124 #1&la OCS Y-0168 :#1 0CS Y-0168 «2 0CS Y-0136 #1 OCS Y-0161 =1 0CS Y-0152 «1
k 318 668 2 2 798 572 970
at or Mar at hon Phillips Mar at hon Marathon Phillips Arco Phillips
ling Vessel Di amond M Dragon Ccean Bounty Dianond M Dragon Di anond ?1. Dragon Ccean Bounty Dan Prince® Ocean Bounty
Locati on 12 miles SW of 33 nautical miles 68 mles sw of 68 miles SW of 41 nautical niles 55 miles Sk of 56 nautical niles
Anchor Poi nt SW of Honer Home r Horrer Sw of Homer Home r SW of Honer
23 mles Wof
Home r
r Depth 108’ 280’ 550 542 260 * 131’ 513"
1 Depth 13, 315’ 11,246" 2,797 8,907 10, 324’ 14, 975’
Spud July 21, 1978 Cct. 20, 1978 Jan. 11, 1979 Apr. 28, 1979 My 23, 1979 July 15. 1979 Sept. 24, 1979
Abandoned Dec. 19, 1978 May 15, 1979 Apr. 27, 1979 Aug. 21, 1979 Sept. 21, 1979 Jan. 22,1980
ng Depths
o 374 814’
o" 697’ 1, 355’ 1, 345’ 1,361 1,375’ 1,242 1,667
3-3/8 2,546 4,424" 2,725 4,832 4,635 4.955'
9-5/8" 6, 948’ 10, 363’ 7,027 12. 580’ ro
VA 6,651 to 10,020’ >
rials usedf
in tons)
ater 9, 621-1, 282 11,441 4, 810-6, 414 6, 623- 8, 830 6, 350 12,629 6.770
uel (rig and 1, 386 8, 240 945 954 4,574 4,025 4,876
supply boats
ubular goods 353 428 68 264 211 528 208
ud N A N A N A N A N A 1,000 N/A
barite-650 tons
bentonite-350 tous
ement N/A N/A N A N A N A 270 tons N/A
dents none reported none reported none reported 1 death Aug. 6th none reported 1 ninor personal none reported
injury Aug. 17th
results “test bel ow 7,400’ “Abandoned due to “NO shows” “Dry hole”
m Pet rol eum recorded 31 degree weat her”
rmation) gravity oil in ‘non-
commercial volunes'”
ent status P/ A PIA PIA P/A PIA P/ A still drilling;
1/ 31/ 80
Sept enber 1979 Borgston Dol phin
timated by Northern Resource Managenent: see text
‘cc: Petroleum Information, Mrathon, Phillips and Atlantic Richfield.
* o ® ® ® ® o L) ® | ®
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The Dan-Tex Corporation, owners of the Dan Prince (fornerly

Borgston Dol phin), provided their daily fuel use by nonth. These are:

SePtenber 1979 11.3 tons
Cct ober 1979 13.1 tons
November 1979 15.7 tons
Decenber 1979 15.7 tons
January 1980 11.1 tons

These figures are close to Arco's average estimate of 111 barrels per
month (fourteen tons).

All quantities were converted into tons to provide a consistent unit
of measurement between the operators and to allow conparison with
Table I11-45a in the Final Environnental Inpact Statement on the Lower
Cook Inlet lease sale, which contains estimates of materials required for
exploration wells. ' The weight of tubular goods consumed by each well
was calculated fromthe casing depths published in Petroleum
Information. “Estimates of the amount of drilling nud and cenent used
were not available for the Marathon and Phillips wells, but Arco was

able to provide very broad estimates of the quantities consumed by

TThe CONVersion factors used were:

1 barrel = 42 gallons

1 gallon of water = 8.33 Ibs.

1 gallon of diesel =6 Ibs.

) 1 ton = 2,000 Ibs . . . .
CasifngtWEI ghts were cal culated using the follow ng assumed weights
er foot:

d 30 inch 310 Ibs/foot

.20 inch 94 1bs/foot

13-3/8 inch 72 Ibs/foot

9-5/8 inch 47 Ibs/foot

7 inch 29 1Ibs/foot . . .

In the case of drillships and sem -subnersibles (Diamond M Dragon
and ocean Bounty), casing Is run fromthe seabed. Therefore, fhe
water depth and the height of the rig floor (K B. ) above sea level is
subtracted fromthe casing depth to determne the |ength of casing
used.  Wen drilling from ‘nack-up type rigs (Dan Prince), casmgg I'S
run fromthe rig floor so the quantify of casing is equal to its full

depth. ~ (Source for casing weights: British Petroleum personal
comuni cation. )
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their well. These are indicated in Table 5. The weights listed for
Phillips well OCSY-0152, which was still being drilled on January 31,
1980, refer to the materials consumed to that date only.

Al'though three operators have been active in the Lower Cook Inlet
since July of 1978, all three were drilling at the sane tine for only five
weeks (July 15 to August 21, 1979). Therefore, the exploration phase
to January 31, 1980 involved only two rigs for nost of the time. This
is afairly lowkey exploration effort. The total drilling timng of each
wel | is shown in Figure 2.

Drilling Vessels. Three drilling vessels have been used in the

Lower Cook Inlet since Cctober 1977. Marathon contracted the Di anond
M Dragon, a drillship from Dianond M Drilling Conpany of Houston.
Phillips chose to use a sem -subnersible type rig, the Gcean Bounty,
whi ch had been used for exploration drilling in the Gulf of Alaska.
The Ccean Bounty is owned by Ccean Drilling and Expl oration Conpay
(ODECO), New Orleans. The Borgston Dol phin, a jack-up type rig,
was used by Arco. Its name was changed to Dan Prince in Septenber
1979, when the rig was acquired by Dan-Tex of Houston. To avoid
confusion, the name Dan Prince will be used throughout this report.
The use of each of the three major types of offshore drilling rigs allows
some conparison of the suitability of each design to Al askan waters,
The drillship, Dianond M Dragon, was subject to considerable difficul-
ties while drilling in an exposed southerly |ocation over the wnter
1978/1979 . It was blown off location twice and was finally noved to a
sheltered anchorage until the weather inproved. The Ccean Bounty
was also drilling at that tine and, although it was reported to have

been blown off location once, it lost few days due to weather.
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Table 6 summarizes information about the drilling vessels. The
information was obtained fromthe rig owners, a weekly publication
called Offshore Rig Data Service, and various oil industry magazines,
A nore detailed breakdown of personnel on board each vessel is dis-
cussed in the section on enploynent,

I nformation about |ease rates is discussed in more detail in the
section of this report entitled “Summary of Drilling Costs and Lease
Rates. " Fuel consunption estimates were provided by the operators and
the water production capacity was obtained from data acconpanying ap-
plications for “Authorizations to Discharge” submtted to the EPA
There was sone inconsistency in the use of the desalination units.
Marat hon indicated that the unit on the Dianond M Dragon was used
very little because of the expense of heating the cold seawater, On the
other hand, the unit was used on the Dan Prince to provide all the
rig's drinking water.

Supply Vessels.  Each drilling vessel was served by two supply
boats, making a total of six during the period Cctober 1977 through
January 1980. However, as with the drilling vessels, there was only a
short period in July and August 1979 when all six were working. The
normal arrangenment was that one boat would remain at the rig as a
safety boat for evacuation of the rig in case of an energency while the
other one made the trip to shore for supplies. Table 7 provides a sum
mary of the data collected on the supply boats. Five conpanies were
involved, with Of shore Logistics owing two boats. The boats ranged
in size fromthe Stonington (160 feet overall length) to the Ccean Marlin
(220 feet). Details of the boats, the total crew nunbers, shifts, rota-

tions and the total trips to shore bases are included in the table. A



Table 6

DRI LLI NG VESSEL DATA

Di anond M Dragon

Ccean Bounty

Dan Prince
formerly Borgston Dol phin)

Owner
Type
Shape
Di mensi ons

Pl ace of construction

Year
cost

Lease operator
Period of operation

Wells drilled

Location prior to
Lower Cook Inlet

Location after
Lower Cook Inlet

Da.ly | ease rate*

Quarters

Full time personnel
on boardt

Drilling crew shift
Drilling crew rotation
Crew change

Freshwat er production
capacity

Freshwat er consunption
(drilling)

Fuel consunption cw

Diamond M Drilling, Houston, TX
Drillship
Shi pshape
362" X 70

Far East Shipbuilders, Singapore

1977
$24 mm

Mar at hon
7/21/78 to 8/21/79 - 3 nonths

OCS Y-0086 #1, 0OCS Y-o0 68 #1 & 2

Paki st an

Est. $35,000 to $50, 000
110

53

12 hr. shift, midday-m dnight
28 days on/ 28 days off
% crew change every 2nd Tuesday

(ngtoggigi%%gninpgfagﬂg)
15, 000- 20, 000 gal | ons per day

2,500 gall ons per day
(rig only)

ODECO, New Orleans, LA
Seni - subner si bl e
Cct agonal
340" X 265’

M t subi shi Heavy Industries,
Hi roshi na, Japan
1976
$49 mm

Phillips
10/20/78 to date - over 15 nonths

OCS Y-0124 #1; OCS Y-0136 #1,
OCS Y-0152 #1

Resurrection Bay, Al aska

Est. $35,000 to $40, 000
82

56

12 hr. shift, mdday-m dnight
28 days on/ 28 days off
18 nen, 2 weeks each nonth
% crew change every 2nd Tuesday

5,000 gallons per day
12,600 gallons per day

12,600 gallons per day
(rig and supply vessels)

Dan~-tex, Houston, TX
Jack- up
Tri angul ar
208" X 178’

Mitsui Shi pbuilding and Engi neering

Comapny, Tomano, Japan
197
S27 mm

Arco

7/15/79 to 2/22/80 - 6 nonths

(but returning March 1980)
OCS Y-0161 #1

Russi a

Peterson Bay to March 1980

Est. $35,000 to $40, 000
80

45

12 hr. shift, nidday-m dnight

21 days on/21 days off

16 nen, every 2 weeks out of 3

10,500 gal l ons per day

22,500 gal l ons per day

4,662 gall ons per day
(rig only)

w

Sour ce: Marat hon, Phillips, Arco, Diamond M Drilling, ODECO Dan-Tex, Ofshore Rig Data Service, Ccean |ndustry.
* Estimated by Northern Resource Managenent. See text: Section on summary of drilling costs and |ease rates.

Tt See tables in section on enploynment for details.

[ ) ® L @ . ° L o o
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Table 7
SUPPLY VESSEL DATA

me Heritage Service St oni ngt on Ranger Ccean Marlin Vigil ant Biehl Traveler
ne 1 Zapata Offshore Seaf arer Corporation O fshore Logistics Ccean Marine O fshore Logistics Biehl O f shore

Houst on, TX Bat on Rouge, LA Laf ayette, LA Houst on, TX Laf ayette, LA Houst on, TX
illing vessel served D anond M Dragon D anond M Dragon Ccean Bounty Ccean Bounty Dan Prince Dan Prince
ase operator Mar at hon Mar at hon Phillips Phillips Atlantic Richfield Atlantic Richfield

riod of operation
proximate daily
| ease rate

mensi ons

el consunption
rsepower

rgo capacity

1) Deck

2) Bulk

3) Fuel

4) Drill water
5) Potable water

rsonnel capacity

st of construction

ace of construction

July 78-Aug. 79
N A
210" x 40
17.5 depth
4,000 gal/day
6, 000

118" x 32" clear
6,00 cu.ft.
115,800 gal.
182,700 gal.

41,100 gal.

27
$7 mMm

Canpbel I Shi pyards
San Diego, CA

July 78-Aug. 79
N A
160" x 39’
14.6" depth
2,400 gal / day
3,520

420 long tons
4,200 CU. ft.
100, 000 gal .
120,000 gal.
13,000 gal .

19
N A

Bel | e Chase, LA

Cct. 79-Dee. 79
N A
200" x 40’
18.5" depth
4,500-7,000 gal/day
7,040

350 long tons
4,500 cu. ft.
175,560 gal .
155, 315 gal .
14,952 gal .

24
$5 mm

Morgan City, LA

Cct. 79-Dee. 79
$4, 000- $5, 000
220" x 45
18 depth
4, 000- 5, 000 gal/day
7,000

760 long tons
4,000 cu. ft.
225,000 gal.
240,000 gal .
25,000 gal.

N A
N A

New Ol eans, LA

July 79-Jan. 80 July 79-Jan 80

N A N/A
200" x 40’ 210’
18.5 depth
4,500-7,000 gal/day N A
7,040 7,500

350 long tons 500 long tons

, 500 cu. ft. 6,275 CU. ft

175,560 gal . 450 long tons

155, 315 gal . 600 long tons

14,952 gal . 100 long tons
24 N/A e
$5 mMm $8 mMm

Canpbel | Shi pyards

Mrgan Cty, LA San Di ego, CA

ar 1978 1976 1973 1976 1973 1977

ew size 10 9 12 10 it 10

) . . hrs. determ ned :

ft h .

ift hours 3 watch shift 4 or 6 hr. watches 3 watch shift by each master 3 watch shift 40 hr. week

e | eave 30 days on/ 30 days on/ 60 days on/ 30 days on/ 60 days on/ 1 nonth on/
30 days off 30 days off 40 days of f 15 days off 40 days off 1 nonth of f

(or 40/20 for locals) (or 40/20 for locals) (or 40/20 for |ocals)

cidents 1 deat h-drowni ng

ckings by shore

locationt

1) Nikiski 75 (nonthly 104 (nonthly 132 (nonthly 101 (nonthly 43 (rmonthly 33 (monthly
average 5.4) average 7.4) average 8.8) average 6.7) average 6.1) average 4.7)

2) Homer 97 (nonthly 53 (nonthly 70 (nonthly 61 (nonthly 45 (nonthly 46 (nonthly
average 10.9) average 5.9) average 5.4) average 3.8) average 6.4) average 6.6_

See text: Section on summary of drilling costs and |ease rates.

Summary of all dockings in Table 10.

urce: Omer conpani es and trade journals.
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breakdown of the crew by occupation and residency is discussed in the
section on enployment. A nore detailed discussion of dockings and the
use of shore bases is discussed in the section of shorebases and shown
in Table 10. Vessel novements are discussed in the section on supply
routes and shown in Table 11.

Aircraft/Helicopters. The helicopter service to all three rigs

operated from Homer. Air Logistics served the Diamond M Dragon and
ERA Hel i copters provided service to the Ccean Bounty and the Dan
Prince. Both conpanies used Bell 212 helicopters. Marathon chartered
a fixed-wing plane from Andy's Flying Service of Kenai to transport
crew menbers from Anchorage to Honmer. Phillips chartered Kenai Air
Service for crew transport and Arco relied nore on schedul e services.
All three conpanies, however, used spot charters when necessary.
Kenai Air, for exanple, had worked for all three conpanies, but only
had a |ong-termcontract with Phillips.

Details of the chartered fixed-wing planes and helicopters are
summarized in Table 8.  Each helicopter required a crew of two pilots
and one nechanic, all located in Homer. Al though, on the average, two
to two and one-half flights a day were made to the rigs, the helicopters
were on twenty-four hour call. The crews worked an even tine rota-
tion system of seven days on and seven days off, or fourteen and four-
teen.  While in Homer, the crews were accommodated in apartnments pro-
vided by the conpanies. The fixed wing charters flew out of their
hone bases in Kenai, S0 no rotation system was required. Nearly all
fixed-wing flights were made during the day and the pilots generally
worked a standard 8:00 a.m to 5:00 p.m day, although they were

technically “on call”.
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TABLE 8

CHARTER AIRCRAFT AND HELICOPTER DETAILS
Type: Fixed Wng Charter Fixed Wng Charter Hel i copt er Hel i copt er
Qperator: Phillips, ARCO Mar at hon Mar at hon Phillips, Agrco
Drilling Vessel: Di amond M Dragon Ccean Bounty, Dan Prince
Owner: Kenai Air Service ﬁndy,’s Flying Service of Air Logistics E.R.A,

enai
Make: Rockwel | Aero Conmander Pi per navahoe Chieftan Bel | 212 Bell 212's
cost : $350, 000 $200, 000 $1.2 million VFR $1.2 million VFR

$1.4 nillion |FR $1.;million | FR;

Hourly Rate: $365 per hour $425 Honer to Anchorege $995 per hour $995 per hour

1 Year Lease (Average):

Cargo Capacity:
Personnel Capacity:

Crew Size:

Shift Hours:

Rot ati on:
Total Crew
Base:

Flights:

N A

600 | bs.

9 passengers
2 pilots

On call, primrily
8am - 6pm

2
Kenai Airport
Contract with Phillips

to transfer crews. spot
charters ARco and Marat hon

N/A
1800 1bs.
9 passengers

1 pilot (+ < backup)

8am - 6pm  Very occasional

ni ght flieht

2
Kenai Airport

Anchorage - Homer with

pi ck-ups at Kenai as
required. Average 60 hours
flying per nmonth on contract.

$60,000 + $400 per hour (1FR)
3000 1vs.
12 passengers

2 pilots and 1 mechanic
24 hour call

7 days on/7 days off

b

Honer Airport

Homer - Dianond M Dragon
Est. 1 - 2 flights per day

$60, 000 + $400 per nour (IFR)
2000 1bs.
12 rassengers

2 piiots and 1 mechanic
for each operator

2L hour call

1L days on/1k days of f
12

Homer Al rport

Homer - (Ocean Bounty

Average 15 - 2 flights per
day. Honmer - Dan Prince

average 2 - 2% rlignts per day.

£¢
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The | ease rates indicated in the table are not indicative of actual
contract rates with the conpanies. The fixed-wing charter figures are
short-term hourly rates. Long-term (one year or nore) contracts woul d
be considerably less, but rates were unavailable. The helicopter rates
are average one-year contract type rates and do not reflect actual con-
tracts with the conpanies. The short-term hourly rates for the heli-
copters are also indicated in the table for conparison.

Shore Bases. Table 9 gives details of the three major shore bases
utilized by supply boats and helicopters serving the drilling vessels
operating in the Lower Cook Inlet. Supply boats used the Nikiski rig
tenders dock and the Homer city dock, while helicopters flew from the
Homer Airport. In addition to these three najor bases, other bases
were utilized to a lesser extent. The Seward dock was used sporadical-
ly to feed supplies to Kenai by two conmpanies. The Kenai and
Anchorage airports were utilzed to transfer crews, and nmost crews
spent the night in Anchorage on their way to the vessels. The Port of
Anchor age received supplies such as food and naterials which were
shipped via Sealand service barge or Totem Ccean Trailer Express
(Tote). Finally, the Seldovia dock was used as a shore base for about
a week by the Tetra-Tech survey vessel Sitkin while the Homer dock
was being repaired. The three mjor shore bases are discussed in nore
detail below.

The Nikiski rig tender dock is part of the port and industrial
conpl ex located about ten niles north of Kenai. It is an earth-filled
dock capable of handling three to four 200 foot supply boats at one tine
and has been in operation for some years, serving the drilling and pro-

duction platforms in the Upper Cook Inlet. The dock is owned and
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TABLE 9
SHORE BASES UTI LI ZED

Ni ki ski RiE Tenders
Doc

Homer City
Dock

Homer Airport
(Hel i copter Bases)

Location:

Land
Area:

Faci | -
ities:

Capabi | -
ities:

Public /
Private
Servi ces
& Fees:

Peri od
of Use:

Frequency
of Use:

Contrac-
tor:

Employ-
ment :

11 mles north of
Kena

5to0 10 acres

Dock, warehouse, open
storage, water, fuel,
& cargo |oad & unl oad

Service 3 to 4 hoats
at one tine

Vater - $300 per hoat

Dockage - $Lo/nr. Or
$1 foot/2k hrs,
vharfage - $3/t on.

Storage by sg. ft.
St evedori ng- uni on
wages.

July 178 to Feb. ' 80.

Avg. 25.7 docking/mo.
between 7/78 to

2/80. Peak - 11/78,

47 docki ngs.

Crowley Maritime

3 nana?enﬁnt staff;
union Tabor - 13-15

men/40 hr. week

End of Honer Spit

7 acres

Dock water, fuel &
cargo |oad & unload,
2 war ehouses

Service 1 to 2 boats
at one tine

Vater - 1.74/1000
al . Dockage -$50-
125. Wharfage -

$4/ton. Crane oper-

ator, light cargo

St evedor I ng- uni on

wages.

Cct ober '78 to
Feb. '80

Avg.
between 12/78 to
2/ 80. Peak - L/79,
35 docki ngs.

Gty of Honer

Staff of 12 for

entire harbor. % hr.
spent at each dock-
ing.
or to |oad boats.

26.6 docking/mo.

1 crane operat-

Base of Honer Spit

1-¥% acres N.W. side;
1 acres S.E. side

Hangars, |anding ﬁad,

of fice space, parking,
fuel
N.W. hangar - service 2

helicopters plus office
s.E. hangar - service
1 helicopter plus office

N.W. hangar - |eased to
ARco . Al services.
s.E. hangar - private

hangar, all services.
Fees unknown.

N.W. hangar - 9/78 to
Feb. '80. s.E. hangar -
7178 to 9/79.

Estimte between 1% to
3 flights/day/drilling

vessel. Max. 6-8
flights/day.

¥.w. hangar - Maritinme

Hel i copters; s.E. hangar -
Earl Cooper.

N.W. hangar - 1 expediter,

1 receptionist, plus owner
s.E. hangar - 1 expediter
pl us owner
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operated by Crowley Maritine Conpany and all services at the dock are
privately provided. Table 10 summarizes the supply boat dockings at
Nikiski. Al six supply boats used the dock, The total dockings fluc-
tuated considerably, but averaged twenty-six dockings per nonth
throughout the period of use between July 1978 and February 1980.
Peak use occurred in Novenmber 1978, with forty-seven dockings (two
rigs were drilling).

The total charge for each docking at Nikiski i S calculted on the
basis of the length of the boat, the time it was mored al ongsi de and
the weight of the cargo loaded. In addition, there are contract charges
for water and storage. The total revenue received by the dock from
the Lower Cook Inlet activity was over $225,000. Perry Stockton, dock
manager for Crowley Maritine, very roughly estimated that income from
services provided to the Lower Cook |ease area accounted for approxi-
mately fifteen percent of the dock's total revenue in 1979.

Three management staff are enployed at N kiski rig tender dock
full time.  Stevedoring is provided by |ongshoremen hired as required
fromthe union dispatcher. A longshoreman crew consists of thirteen to
‘fifteen men, depending on the tine of year, and Crowley estimated that
one crew works an average forty hour week at the rig tenders dock.

Qpen storage areas and warehousing are provided at Nikiski.
Supplies of nud, mterials and cement for the Lower Cook Inlet drilling
vessel s were stored at the dock . Fresh water is piped to dockside from
aprivate water source. Diesel fromthe Tesoro Refinery is also de-
livered t0 the dockside by pipeline.

The Homer city dock is owned and operated by the City of Homer.
It can accommodate up to two boats at once. Food and some materials
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TABLE 10

SuppLy VESSEL DOCKINGS AND REVENUE THROUGH JANUARY, 1980

(Homer & nmikiski)

suppl
Vesse

eritage

Servi ce ton

St oni ng-

Ccean
Marlin

langer

Biehl .
‘ravel er Vigilant

Tot al

Drilling
Vessel

DI AMOND “M

OCEAN BOUNTY

DAN PRI NCE

HOVER
DOCK

Peri od
Tot al
Docki ngs

Tot al
Mont hs

Mont hl'y
Aver age

12/78 -
8/ 79

12/78 -
8" 79

97 53

10.9 5.9

11/78 -
2/80

9/78 -
2/80

70 61

13 16

5.4 3.8

7/79 -
2/80

7/79 -
2/80

46 45

6.6 6.4

12/78 -
2/80

372

14

26.6

MONTHLY
AVERAGE

16.9

9.2

13

PEAK MONTH
DOCKI NGS5

arr9 -2s

2179 - 16

12/79 - 19

REVENUE

$49,120

NIKISKI
DOCK

Peri od
Tot al
Docki ng

Tot al
Mont hs

Mont hl'y
Aver age

7178 -
9/ 79

7/78 -
9/79

75 104

14 14

5.4 7.4

10/78 -
1/80

10/78 -
1/80

132 101
15 15

8.8 6.7

4.7 6.1

7/78 -
2/80

488

19

25.7

MONTHLY
AVERACGE

12.8

15.5

10.8

PEAK MONTH
DOCKI NG5

11778 - 24

6/79 - 27

10/79 - 20

REVENITR

®R7O TON

&A1 Lo

bl Aner
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TABLE 10 (Conti nued)
SUPPLY VESSEL DOCKINGS AND REVENUE THROUGH JANUARY, 1980
(Homer & Nikiski )

suppl leritage  Stoning- Ccean Biehl .

Vesse Service ton Ranger Marlin | Traveler Vigilant Tot al

Drilling

Vessel DI AVOND “M OCEAN BOUNTY DAN PRI NCE

Tot al

Both Docks

Peri od 7178 - 7178 - 10/78 - 9/78 7179 - 479 - 7,78 -
9" 79 9/ 79 2/ 80 2/ 80 2/ 80 2/ 80 2/ 80

Tot al

Docki ng 172 157 202 162 79 88 860

Tot al

Mont hs 14 14 15 16 7 7 19

Mont hl'y

Aver age 16. 3 13.3 14.2 10.5 11.3 12.5 45.3

VONTHLY

AVERAGE 29.7 2h. 7 23.8

REVENUE” $228,520

Source; Homer & wWikiski Dock records.

*Includes dockage, wharfage, water, and for Kenai only, storage costs to
February 1, 1980.
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and equi pment were shipped to the drilling vessels via Homer, but the
principal use of the dock was to take on fresh water, which was sup-
plied fromthe public water systemat a cost of 1. 7¢ per thousand
gal | ons.

Table 10 sunmarizes supply vessel dockings at the Homer city
dock . The two boats serving the Dianond M Dragon did not use Homer
as a shore base until Decenber 1978, although the drilling program had
been underway since July of that year, The dock charged a flat rate
dockage fee, determined by the length of the vessel. The Stonington,
which is 163 feet overall length, paid $50.00 per docking, whereas the
Beihl Travel er, 210 feet long, paid $125.00, In addition to these
charges, wharfage of $4 per ton was charged on the wei ght of cargo
taken aboard. The total revenue received by the Honer dock fromthe
Lower Cook Inlet supply vessels was over $49,000. Dockings fluctu-
ated, but averaged twenty- seven dockings per month bet ween Cctober
1978 and February 1, 1980. The peak activity occurred in August
1979, with forty-two dockings (all three rigs were drilling). Gary
Daily, the Homer city dock manager, estinmated that the Lower Cook
Inlet rig tender vessels accounted for about ninety percent of the acti-
vity at the dock during the exploration period.

The Homer harbor enploys seven harbor officers and three
mai ntenance men, who take care of the entire harbor, Their duties
with regard to the supply vessels normally required very little time and
no extra personnel were hired due to the sale activity. For all cargo
| oadings less than one hundred tons, a private crane operator was em

ployed to load the boats. The crane was used at each docking from
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one to eight hours. For all cargo in excess of one hundred tons,
| ongshorenmen are called in fromthe union. At the time of the interview
on April 3, 1980, longshoremen had been called for the first time to
load a supply vessel in Homer, (Mjor heavy equipment Was | oaded at
Kenai . )

The Homer city dock has a |imted staging area due to its |ocation
at the end of the Homer Spit. It consists of two warehouses and seven
acres of open area. Neither the open area nor the warehouses were
used for storing equipnent for the Lower Cook sale. Sone small pri-
vately owned storage has been |eased to the operators, but it consists
of less than one acre. Manley Terninals, who receive truck shipments
in Homer, indicated that some major supplies are stored and shipped
fr’om Honer, but nost of the materials comng into Homer are smaller
eV»eryday type of materials such as drill bits, tools, smaller machines,
food, spare parts, etc,

Hel i copters serving the drilling vessels operated out of the Honer
Airport.  Two new helicopter hangars were built to accommodate the
expected traffic. Arco has |eased one hangar from Maritine Helicop-
ters, of Homer, and it serves both the Phillips and Arco rigs, The
hangar occupi es about one to one and a half acres on the northwest
side of the airport. In addition to a pad and shelter for the helicop-
ters, it contains a waiting roomand office space. One secretary/recep-
tionist was hired as a result of the expected activity. The land is
| eased fromthe state,

The second hangar was constructed on private property near the
sout heast end of the airport, Air Logistics leased this hangar for

Marathon's activities. The hangar is smaller than the Maritime hangar
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but also has office space. Presently, this hangar is not being utilized
for helicopter operations. The owner indicated that his original intent
was to build a shop on the property, but he was offered a long-term
| ease from Air Logistics if he would build a hangar.

All three operators predicted in their “Notice of Support Activity”
that there would be an average of two flights a day to the drilling ves-
sels, Discussions with the operators, helicopter conmpanies and pilots
indicated an average of between one and two and a half flights per
day, depending on the operator. Actual figures were unavailable.
Offshore Logistics indicated an average closer to one to one and a half
daily flights for Marathon.  The local ERA expeditor and pilots indi-
cated an average of one and a half to two for Phillips and two to two
and a half daily flights for Arco. The FAA kept an informal count of
all aircraft using the Honer Airport over the past few years and they
noticed no appreciable increase in total landings and takeoffs for all
aircraft during the drilling phase.

Wth the exception of the two hangars at the Homer Airport, there
was no special construction of shore facilities to support exploration in
Lower Cook Inlet, Supply boats used N kiski rig tenders dock, a wel-
establ i shed of fshore exploration service base and the Homer city dock ,°
whi ch was able to acconmodate the boats with existing facilities. The
presence of an already existing infrastructure was a major factor in

mtigating inpacts associated with the sale activity.
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MAJOR SUPPLY ROUTES

The supply routes used to transport survey vessels, drilling
vessels, supply boats, consunmables and personnel to the Lower Cook
Inlet sale area will be discussed by topic. A summary of vessel nove-
ments is shown in Table 11.

Survey Vessels.  Homer was used as the shore base for survey

boats operating in the Lower Cook Inlet. Danes and Mbore, who were
responsible for nost of the surveys, |eased |ocal Homer boats: Big
Val | ey, Nightwatch and Seawife, The Sitkin, a Seattle-based boat, was
used by Tetra-Tech for its survey, but it had been working in the
Lower Cook prior to the Tetra-Tech survey. No survey vessels were
nmoved to Al aska especially for survey work related to the Lower Cook
Inlet after Qctober 1977,

Drilling Vessels.  The Diamond M Dragon had been drilling in

Pakistani waters before nmoving to the Lower Cook Inlet. It traveled to
Al'aska via Singapore, where it was refitted for the colder climte, The
Ccean Bounty was already in A aska, having been used by Texaco to
drill an exploration well in the Gulf of Alaska, After conpleting the
Texaco well in February 1978, the Ccean Bounty was anchored in
Resurrection Bay off Seward. The Dan Prince cane to the Lower Cook
Inlet from Russian waters in the Pacific. As of January 31, 1980, the
Ccean Bounty and the Dan Prince were still in Alaska. The Ccean
Bounty was on location in the Lower Cook Inlet and the Dan Prince was
in Peterson Bay, undergoing repairs before resuning drilling. The
Di anond M Dragon went to Manila and is now drilling in the Indian

Qcean,
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Table 11

VESSEL MOVEMENTS

Name

Location Prior To
Lower Cook Inlet

Location After
Lower Cook Inlet

Survey Vessels

Sitkin Alaska N.A.

Big Valley Hone Homer

Ni ght \Match Home r Homer

Sea Wfe Homer Homer
Drilling Vessels

Diamond M Dragon Paki st an

(Ccean Bounty

Alaska - Resurrection Bay

Lower Cook Inl et

Dan Prince Russi a Alaska - Peterson Bay
Supply Vessel s

Stoni ngton Qulf of Mexico Qulf of Mexico

Heritage Service New Vessel (California) East Coast

Biehl Travel er
Ccean Marlin
Vi gi | ant
Ranger

Bal ti nore Canyon
Qul f of Mexico
Qul f of Alaska
@l f of Al aska

Lower Cook Inlet
California - dry dock
Lower Cook Inlet
Lower Cook Inlet
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Supply Vessels.  The Stoningham came fromthe Gulf of Mexico to

service the Dianond M Dragon and returned to the sanme area when
Marat hon’s Lower Cook drilling program cane to an end. The Heritage
Service was built in California and sent to the Lower Cook Inlet, It is
now on the east coast. The Ccean Marlin was previously located in the
Qul f of Mexico and the Beihl Traveler in the Baltinore Canyon. Both
boats were in dry dock in California early in 1980, but the Traveler
has since returned to the Lower Cook Inlet. The two Offshore
Logi stics boats, Vigilant and Ranger, have remained in Alaska since
being used in the Qulf of Alaska exploration. They are still working in
the Lower Cook Inlet.

Helicopters.  The three helicopters used were transported from
Anchorage to Honer and operated out of Honmer. Charter aircraft flew
out of their home base of Kenai.

Vter.  Fresh water is transported to the drilling vessels by
supply boat fromeither Homer or Nikiski. Honer city dock keeps a
record of water sales, which shows that apart fromthe first four
months of exploration activity, water was supplied from Homer through-
out the period.  Generally, however, the figures suggest that other
sources, such as the desalination units aboard the drilling vessels and
supplies from Nikiski supplenented Honmer water. \Mter at Nikiski is
sold on a flat rate nmonthly contract and no records of the quantity of
water taken on board are available. At both the Homer city dock and
the rig tenders dock at Nikiski, fresh water is piped to docksi de.

Fuel. Diesel for the drilling vessels and supply boats was ob-
tained at the Nikiski rig tenders dock, Operators purchased the fuel

from Tesoro and from Al aska Sales and Service. Tesoro diesel was
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delivered to the dockside by pipeline, whereas fuel from Alaska Sales
and Service was transported by truck. Very occasionally, diesel was
purchased from the Chevron jobber at the Homer dock, Jet fuel for
the helicopters was purchased in Kenai and trucked to Homer.

Tubul ar Goods, Cement and DrillingMd. All three operators

anticipated that consumables such as tubular goods, mud materials and
cement required for the Lower Cook Inlet would be supplied from Stocks

already in the Kenai area:

The heavy supplies, such as tubular goods
cenent, nud materials and drilling tools are already

in stock in... existing supply yards and ware-
houses in the Kenai area. [Marathon]

Local purchase of large quantities of mgjor

supplies and equipnent , . . is not anticipated.
[Phillips]
The heavy supplies , . . such as tubular

oods, nud materials, cement, drilling tools and
uel are already in stock in Atlantic Richfield
Conpany’s yard or various vendor's yards.
[Arco]
Suppliers of nud materials and cement confirmed that no special
deliveries were required for the Lower Cook Inlet activity, Neverthe-
| ess, stocks had to be replenished, so there were indirect transport im-
pacts.  The supply routes for the various types of consumables are
di scussed in turn .
Tubul ar goods are general |y purchased by operators from outside
Al aska and stored in their pipeyards until required, Phillips shipped

casing via Alaska Hydrotrain to Seward, then to Mose Pass by rail,

3Taken Trom the "Notice of Support Activity” submtted to U S
Geol ogi cal  Survey:.
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where it was trucked to Kenai and | oaded on the supply boats to the
ro.

The tubular goods used by Arco had been ordered for exploration
wells in the Gulf of Alaska and were found to be surplus. They were
stored at Arco's yards in Yakutat and Kenai. The materials from
Yakutat were transported by supply boat directly to the Dan Prince.
Those from Kenai were trucked to the Nikiski rig tenders dock (approx-
imately one mle) and loaded on supply boats.

Drilling mud was supplied to the three operators by three
conpanies:  Dresser supplied Marathon; Into supplied Phillips; and
Baroid supplied Arco. Al three conpanies have storage yards in the
Ni ki ski dock conplex, from which they supplied the Lower Cook Inlet
drilling vessels.  Supply boats would normally take on |oads of nud
materials at the rig tenders dock once or twice a week. In general, it
was not necessary to transport drilling nud on public roads between
the vendor's yard and the supply boat. Qccasionally, however, if nud
was required offshore urgently or if supply boats were not using
Nikiski as a shore base, nud was transported by truck to Honer.

The most conmon route for nud materials to be delivered to Nikiski
Is by sea to Anchorage aboard a Totem Ccean Trailer Express or
Seal and Service barge, then by truck to N kiski. Various carriers are
used, including Drilling Mid Haulers and Mukluk Freight Lines. Baroid
estimated that nud was transported from Anchorage to their yard at
Nikiski Six times a nonth, Inco eight times a nonth and Dresser four
tines a nonth. Into also brings nud materials into Alaska via Seward

and directly into the Nikiski dock. Road transport of nud between
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Seward and Kenai is nuch |less frequent than the Anchorage-Kenai
route.

Halliburton supplied cement to all three drilling vessels. They
obtained cement from Kaiser Cement Corporation, which is l[ocated on
t he Nikiski dock. The cement is brought directly to N kiski by barge
and is stored either at Kaiser or at the Halliburton Storage area on the
dock . It was transported to the drilling vessels by supply boat from
Nikiski, each vessel receiving between one and five |oads a nonth.
Cement is not usually transported by road.

Catering Supplies. A nost all the food for the Lower Cook Inlet
was bought in Seattle and shipped to Anchorage by Tote or Seal and.
It was then trucked to Nikiski or Honer by Lynden Transport Inc.

Uni versal Services Inc. , who provided the catering services on all three
rigs, estimted that less than one truckload a week was needed to sup-
ply a drilling vessel. Early in 1980, one load of food a week was ar-
riving in Honer for the Ccean Bounty according to Manley Termnals of
Homer, who receive freight deliveries. Dairy goods and produce were
purchased in A aska, either fromPeterkin Distributors in Kenai or in
Anchorage.  Food was normal |y taken off shore by supply boat, but
occasional Iy urgent supplies were transported by helicopter.

Personnel.  Mbst offshore workers in the Lower Cook Inlet |ived
outside of Alaska. Drilling crews appeared to cone predom nately from
Texas, Louisiana and Mssissippi, and the catering crews were recruited
largely in Seattle. The offshore workers usually conmuted between
their home state and Al aska every twenty-one or twenty-eight days,
with their enployer paying all travel expenses. Cenerally, crews en-

tered Alaska via Anchorage International Airport, stayed overnight in
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Anchorage, flew to Homer either on scheduled airlines or by charter,
and traveled to the drilling vessel by helicopter from Homer.

Crew change day on the Ccean Bounty was every other Thursday.
Twice a month, a relief crew arrived in Anchorage on a \Wdnesday,
were acconmodated overnight at the Holiday Inn and, the follow ng
norning, flew by charter plane to Honmer. Phillips chartered aircraft
from Kenai Air Service. The working crew then left Al aska on
Thursday, with no overnight stops in A aska.

Crews on the Dan Prince also changed on a Thursday. The
changeover occurred two weeks out of every three. The incomng crew
stayed at the Northern Lights Inn on Wednesday night and caught an
early norning Wien Air Alaska flight to Honer.

Crews on the D anond M Dragon worked a twenty-eight day
rotation, changing crews every other Tuesday. They overnighted in
Anchorage and flew to Homer via charter aircraft (Andy's Flying
Service).  The working crews were flown directly home after their

tour, with no overnight stops in A aska.



49

ENVI RONVENTAL PROTECTI ON AND ACCI DENT DATA

Lease stipulation nunber three required that, before drilling in the
Lower Cook Inlet, operators prepare an environnental training program
for all personnel involved in exploration (including enployees of sub-
contractors),  The oil conpanies were also required by ocs O der
Nunber 7 to develop an oil spill contingency plan. Both docunents
were submtted to the USGS with the application for Permt to Drill.
Crowley Environnmental Services Corporation, who prepared the oilspill
contingency plan for the Cook Inlet Response Organization, prepared
simlar plans for Mrathon and Phillips, Wodward Cyde prepared the
oil spill contingency plan for Arco. The plans detailed available oilspill
cl eanup equi pment and predicted response tines. The environnental
training prograns were monthly in-house courses, partially consisting of
films shown on the drilling vessels, although Crowley does provide
special schools on environmental aspects of oil spills.

Environmental protection was also enforced through the regul ations
and permts controlling offshore exploration. Discharges from the
drilling vessels to the sea were limted by the Environmental Protection
Agency’s “Authorization to Discharge, " wth authority to visit the rigs
to check conpliance. USGS orders and regulations were designed to
ensure safe drilling practices, The Lower Cook Inlet |ease sale was the
first with USGS inspectors on the drilling vessels full time, The in-
spectors observed drilling practices and reported any incidents which
threatened environmental damage, for exanple, oil |eakages or unauthor-
i zed discharges. The inspectors did not report any such incidents
during the period of this study. However, Mrathon indicated that
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they had lost one small pallet of fittings overboard.  On anot her
occasion, Marathon went back on a previous location to retrieve anchors
from the seabed.

There were two deaths associated with the exploration effort. In
August 1979, an enployee on the Diamond M Dragon was killed after
being hit by equipment. In the same week, a crew menber of the
Stonington was drowned in an al cohol -related incident on the Homer city
dock . Aboard the Dan Prince, there was one mnor personal injury,
al so in August 1979, in which an enployee’s finger was crushed.

There were no offshore collisions, and Homer fishernen indicated
that after proper corridors were established (in 1979), loss of fishing
gear was mniml, Apparently, the supply vessels had interfered wth
crab fishing gear so that an undisclosed nunber of crab pots were |ost
on the bottom of the bay. Both the fishermen and the operators indi-
cated the vessels had rescued a nunmber of craft in danger and had
been of help in forecasting weather, particularly in the lower inlet near
the Shelikof Straits. The reaction of fishermen varied considerably at
the onset of exploration activity. However, it appears that as the acti-
vity proceeded and the problems settled, the exploration and fishing

controversies were mnimzed.
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SUMVARY OF DRI LLING COSTS AND LEASE RATES

This section contains a discussion of the daily |ease rates of
drilling vessels, supply boats and helicopters used in Lower Cook Inlet
exploration activity.

Drilling costs are strictly confidential and the study team was
unable to obtain precise figures for the daily costs of any major itens
of expenditure. However, all three operators indicated their total esti-
mted drilling costs. These three estimates were remarkably close.
Marathon’s daily cost was $72, 000; Phillips estimated $70, 000; while
Arco's cost fell between $70,000 and $75,000. These costs included ex-
penditures for the drilling vessel, supply boats, aircraft, personnel
supplies, services and, presumably, admnistration.

In order to break down these costs into their individua
conponents, estimtes from various sources were used. These included
publ i shed materials, sources within the industry including the operators
t hensel ves, contractors for the operators, service companies and
others.  In all cases, no precise figures were given, only rough esti-
mates and * average" | ease anmounts.

The lease rate for a drilling vessel included the use of the vesse
itself and all the personnel needed to operate the vessel, drill the well
and provide accommodations for the personnel on board, such as food
and naintenance. The rate does not generally include such consumables
as cement, tubular goods and fuel, or special services such as diving,
| ogging or cenmenting, In addition, the |ease rate may vary depending

on whether the vessel is drilling or on standby due to weather, etc,
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As far as the study team could determne, none of the vessels operated
under variable rates in the Lower Cook Inlet.

Cenerally, lease rates for drilling vessels are determned by the
type of vessel, its size and its age. According to the Ol and Gas

Journal, the nost expensive type of offshore drilling rigs are jack-ups,

fol l owed by sem -submersibles and, finally, drillships. In the Gulf of
Mexico in September 1979, for exanple, it was estimated that jack-ups
could command fifty percent higher |ease rates than drillships ($24, 500
to $27,800 conpared with $16,000 to $19,000). In a nore nearly com
parable situation, an article in the Ql and Gas Journal in January 1980
suggested that |ease rates for North Sea drilling vessels are rising be-
cause there is no longer a surplus of offshore drilling rigs. It esti-
mted that the average rate for sem- subnersibles already in the North
Sea for the first six months of 1980 will be $37,000 per day and that
new arrivals could command $40,000 per day.

Anot her published rule of thunb for estimting |ease rates is
$1, 100/ day per million dollars construction cost (Qil_and Gas_Journal,
Septenber 24, 1979).  This coversion would give the follow ng |ease

rates for vessels used in the Lower Cook Inlet:

cost Lease Rate
Di amond M Dragon $24 mm $26, 400/ day
Ccean Bounty $49 mm $53 , 900/ day
Dan Prince $27 mMm $29, 700/ day

The investment in the Ccean Bounty is approximtely twce that of
the other two drilling vessels. Therefore, if the $1, 100/day per million
dollar rule is followed, the daily lease rate would be about twice as
high. However, there appeared to be very little difference between the

overal | cost figures supplied by all three operators.
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Lease cost estimates for drilling vessels obtained in Alaska from
various sources ranged all the way from $30,000 to $50,000 per day for
the vessels.  On August 31, 1979, the Kenai Peninsula Carion pub-
lished a report indicating the Diamond M Dragron’s rate at $50, 000 per
day.

The information collected on drilling vessel |ease rates has not
indicated clearly what the lease rates were for the off shore drilling rigs
in the Lower Cook Inlet. The best nmedian estimte would |ikely be be-
tween $35,000 and $40, 000 per day; this estimate is probably high for
the average drillship (possibly due to the fact that it had to be refitted
for the cold weather, etc. ), about average for the sem -subnersible and
alittle lowfor the jack-up rig.

Al three operators used two supply vessels to support their
drilling operations, Local industry people estimated that supply vesse
| ease rates vary between $3,000 and $7,500 per day, excluding fuel. A
spokesman for Ccean Marine, owners of the Ccean Marlin, said that
they charged between $4,000 and $5,000 per day. Arco confirmed that
they paid approximately $5,000 per day per boat. No published in-
formation about supply vessel |ease rates was found

The Ccean Marlin was an average size supply vessel in the Lower
Cook Inlet operation. Assumng that all supply boats were |eased at
simlar rates, the cost to operators for two support vessels would have
been between $8,000 and $10,000 per day, excluding fuel

Helicopters and charter aircraft were |eased both on a short-term
hourly rate and a longer-termflat fee, plus a smaller hourly rate. The

Lower Cook operators utilized the longer-termrates for helicopters and

used both nethods for charter aircraft.
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The only nodel helicopter used in the Lower Cook Inlet was a Bel
212, nine passenger nodel, outfitted for |FR operations. The craft
| eases for $995 per hour on a short-term basis, Exact long-term rates
were unavailable, but a spokesman for ERA indicated that an average
year |ease on an |FR equipped model would cost approximtely $60, 000
per year plus $400 per hour. This includes only the aircraft, pilots
and mechanics. If the helicopter flew an average of three hours per
day (probably the hourly mninum, the |ease cost would run approxi-
mately $1,400 per day. Arco indicated their average daily expenditure
was between $2,000 and $2,500 per day, This cost presumbly woul d
include fuel and expediter salary and living, as well as hangar and of -
fice space rental in Honer.

Short-termrates for the charter aircraft were approximtely $350
to $450 per hour. The oil conpanies had long-term | eases on the air-
craft used to transport crews from Anchorage to Homer, but their rates
were unavail abl e

Based on the information discussed above, the daily lease rates for
the drilling vessel, two supply boats and one helicopter woul d anount
to between $44,000 (if all the low figures are used) and $51,000 per
day (using the high figures). If the total drilling costs of the opera-
tors are accurate, this |eaves between $15,000 and $25,6000 per day for
consumabl es (tubul ar goods, nud, cenent, water and fuel), personne
(engineers, geologists, expediters and administrators ), office space
(Homer, Kenai and, Anchorage} and services (logging, cenenting,

diving, etc, ).
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EMPLOYMENT , RESIDENCY AND WAGES

This section summarizes direct enploynent by occupation, estimated
residency and estimted wages, where possible, for individuals involved
in the Lower Cook Inlet |ease sale from Cctober 1977 to January 1980.
The data is organized by direct enploynent associated with each drilling
vessel and direct enployment associated with the entire sale. Enploy-
ment, residency and wages by drilling vessel are broken down into full
time off shore workers (drilling and supply vessels ), part tinme offshore
workers (service conpanies ) and onshore workers (pilots, admnistra-
tors, etc. ). This information is shown in Tables 12, 13 and 14. Em
ployment associated with the entire sale includes primrily admnistration
and regulation of the sale process, including permt activites. This in-
formtion is summrized in Table 15.

The table headings are generally self-explanatory, with a few
exceptions.  The third colum, entitled “Rotation” is changed in the
tabl es when discussing part tine offshore enploynent. Since part-tine
workers don’ t rotate, the colum is not needed. However, an estimte
of the total time spent on the rig is needed and is placed in this colum
for part time workers only. The colum entitled “Undetermined Al aska’
under the residency section of the tables includes those individuals who
are Alaska residents but do not live in Homer, Kenai, Anchorage, or
whose exact residency is unknown. In addition, it is assuned in the
tables that individuals worked twelve hour shifts on the drilling ves-

sels. Al vessels worked from noon to nidnight shifts.
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TABLE

~——

ASSOCIATED wZTH THEZ DAN FRINCE

Average N
Persons Resijency
on Board Tot ax Undetermined Zzzimated
or at Vo rk Rotation Enpl oynent Anchorage  Kenai Zomer Al aska Juzside TR
FULL TI'ME_OFFSHORE
OPERATCR - Atlantic Richfield
. 7 days on/
Drilling Foreman 1 7 days off 2 2 N/A
Geol ogi st 1 " 2 2 N/A
DRI LLI NG CONTRACTOR - Dan-Tex
21 days on/ _
Drilling Superintendent * 1 21 ays Of f 2 2 Esti mates ror the
drilling crew are
Drillers 2 " 4 b di scussed in the
text.
Derrickmen 2 " L L
Pit Watchers 2 " 4 4
Fl oor hands 6 n 12 12
Roust about s 6 " 12 1% 11
Crane Qperators 2 " 4 4
El ectricians 1 " 2 2
Materials Man 1 " 2 2
Electro-Mechanic 1 " 2 2
Medi ¢ 1 " 2 2
CATERI NG CONTRACTCR
28 days on/
Uni versal Services, Inc. T 14 days of f 11 11
SERVI CE_ COVPANI ES
21 days on/
Cenenting 2 21 days of f 4 4
. 21 days on/
Mud Loggi ng 5 7 days of f 7 7
e ° ° ° ° ° ° o o

9§
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TABLE 12 (Conti nued)
EMPLOYMENT, RESI DENCY AND WAGES ASSCCI ATED wiTH THE DAN PRI NCE
Aver age .
Persons Resi dency.
on Board Total Undet erm ned . Estimated
or at Wrk Rot ati on Employment Anchorage  Kenai Hormer Al aska Quts i de Wages
SERVI CE_COVPANI ES ( Cont i nued)
} 7 days on/
Mid Engi neer 1 7 days of f 2 1 1
W\éat her hservers 1 " 2 2
SUBTOTAL FULL TTME
oF DRILLING VESSEL 145 82 16 1 1 64
SUPPLY VESSELS
Alaska Vigilant
60 days on/
Mast er 1 bo days of f 1 Conpany 1 N/A
Mat es 2 " 3 3 N/A
Engi neers 1 " 1 Estimte 1 N A
Asst. Engineers 2 " 3 1 N A
AB.S 3 " L 5 Jobs 2 N/A
Cook 1 " 2 1 N/A
Biehl Traveler
30 days on/
Mast er 1 30 days of f 2 2 N A
Mat es 2 " i k N A
Engi neer 1 " 2 2 N A
Asst. Engi neer 2 " L 4 n/ A
AB.S 3 " b b N A
Cook 1 " 2 2 N/A
SUBTOTAL FULL TTNVE
ON SUPPLY VESSELS 20 34 5 29




TABLE 12 {(Continued)

EXP LOYMENT , RESIDENCY AND WAGES ASSOCIATED WITH THE DAN FPRINCE

Esti mat ed Total .
Aver age Frequency  Employment Resi dency”
Persons (Total (I'ncl uding
on 3oard Man Relief Undet erm ned . Estimated
or at Wrk Months ) Crew) Anchorage  Kenai Homer Al aska Quts i de Wages
PART TI'ME OFFSHORE
OPERATOR
. 2 days,
Engi neer 13 tw ce a month 1 1 N/A

(.8 man nont hs)

SERVI CE COVPAN ES

8¢

] 5 days on
Loggi ng .25 3 occasions 3 3 $21, 000 - $45,000/yr,
(1.5 man nonths)
. 2 days,
Di ving .40 once a month 6 b $19.61/nr. surface
(2.4 wan nonths) $39.22/mr. diving
_ 3 days,
Casi ng .05 3 occasi ons 3 3 N/A
(.3 man nont hs)
Wellhead 1 " 1 1 N/A
Fi shing 1 Once 1 1 N A
SUBTOTAL PART TI'ME
ON DRILLING VESSEL  (approx.) 1%* 50 15 15




66

® o ¢ e ® ® ] ® ®
TABLE 12 (Continued)
EMPLOYMENT, RESI DENCY AND WAGES ASSOCI ATED W TH THE DAN PRI NCE
Aver age
Persons Resi dency .
on Board _ Tot al Undet er m ned _ Estimted
or at Wrk Rot ati on Enpl oyment Anchorage  Kenai Homer Al aska outs 1 de Wages
FULL TTME_ONSHORE
OPERATOR
Administration &
Managenent 3 3 N A
Expediters 2 2 1 1 N/A
DRI LLING CONTRACTCR
Admi ni stration 2 2 2 N/A
Materials Man 1 1 1 N A
Secretary 1 1 1 /A
Al RCRAFT CONTRACTOR
Hel i copt er
_ 7 days on/ $2000 - $2500/mo.
Pilots 2 7 days of f 4 4 plus <iight time
Mechani ¢ 1 1 1 NA
Expediter &
Secretary 1 1 5 5 N A
SUPPLY VESSEL
Shore Master 1 1 1 N A
SUBTOTAL  ONSHORE 1z 16 115 2 2.5
TOTAL  OFFSHORE.
ONSHORE & PART-TI ME 80 147 21.5 18 2.5 b 93
[UTAL_ VAN NONTHS
¢ 6 DRILLING MONTHS 479 797 .65 23 15 36 558

‘Estimted full

¥*ppproximate ful |

nme equival ent of Alaskan enploynent.
i me equival ent.



TABLE 13

EMPLOYMENT, RESIZENCY AND WAGES ASSCCIATED WITH THE OCEAN 30UNTY
Average Empl vo;'t:*e-;&t Resi dency
Per sons Inaloiding
on Board Reiie? Undetermined Zstimated
or at Wrk Rot ati on Crev ) Anchorage  Henai Homer Ataska Outs ide Vages
FULL tog OFFSHORE
OPERATCR - Phillips
- . 14 days on/

Drilling Supervisor 1 14 days off 2 2 §/A

Geol ogi st 1 " 2 2
DRI LLI NG CONTRACTOR - ODECO
Ship Crew

. 28 days o .
Capt ai n 1 28 aaysors 2 2 Estinates for drilling
crew are discussed in

Control Room Operat or 2 " 4 4 the text.

Mbt or men 4 n 8 8
Drilling Crew

Seni or Tool Pusher 1 " 2 2

Tower Pusher 1 " 2 2

Drillers 2 " 2 2

Derrickmen 2 " 2 2

Floormen 8 " 1.6 16

Crane Operators 2 " 4 M

Roust about s 8 " 16 1% 15
O her

Rig Mechanic 1 " 2 2

El ectrician 1 " 2 2

El ectroni ¢ Technician 1 " 2 2

Radi o Operator 1 " 2 2

°9
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TABLE 13 (Continued)
EMPLOYMENT, RESI DENCY AND WAGES ASSCCI ATED W TH THE OCEAN BOUNTY
Tot al _
Aver age Employment Resi dency
Persons (I'ncl uding _
on Board Rel i ef Undet er m ned Estimated
or at Wrk Rotation Crew Anchorage  Kenai Homer Al aska Quts 1 de Vages
DRI LLI NG CONTRACTCR ( Cont i nued)
28 dayS on/
Vel der 1 28 days off 2 2
Subsea Engi neer 1 " 2 2
Saf ety Engineer/Medic 1 " 2 2
CATERING _ CONTRACTOR
_ _ 28 days on/ $3.50 to $5.50/hr. plus
Universal  Services 7 14 days of f 11 11 % time over 40 hrs. plus
$50 for conplete tour
USGS
. 7 days on/ G5-8 to Gs 12 plus
Engi neer 1 5 days office 2 2 offshore pay
SERVI CE  COMPANI ES
21 days on/
Cement i ng 2 21 days off 4 4 N/A
21 days on/
Mid Loggi ng 4 7 days of f 6 . b $2000 - $3000/mo.
7 days on/
mud Engi neer 1 7 days of f 2 1 1 $2000 - $4%000/mo.
Weat her (oservers 1 " 2 2 N A
SU3TOTAL FULL TI M
ON DRI LLI NG VESSEL 56 103 16 1 1* 85
SUPPLY  VESSELS
Ranger
60 days on/
Mast er 1 b0 days of f 2 Conpany 2 N/A
hat es 2 " 3 Estimate 3 N A
Engi neers 1 " 2 5 2 N/A
Asst. Engineers 2 " 3 Jobs 2 N A
A.B.S. 3 " 4 1 N A



TASLE 13 (Continued)

EMPLOYMENT, RESI DENCY awD wAGES ASSOCI ATE wrTe# THE OCEAN BOUNTY

Total ]
Average Enpl oynment Resi dency
Persons ¢ I'ncluding .
ONn Board Rel i ef Undet er m ned . Estimat ed
or at Wrk Rotation Crew) Anchorage  Kenai Honer Al aska Quts ié&e Wages
SUPPLY VESSELS (Conti nued)
60 days on/
cook 1 40 days of f 2 1 N/A
Ccean Marlin
30 days on/
Mast er 1 15 days of f 2 2 N/A
Mat es 2 " 3 Estimate 3 N/4
Engi neers 1 " 2 2 2 N A
Asst. Engineers 1 " 2 Jobs 2 N/A
Oiler 1 " 2 2 N/A
A.B.S 2 " 3 1 N A
Oral. Seanen 1 " 2 2 N A
Cook 1 " 2 2 N/a
SUBTOTAL FULL TIME
SUPPLY VESSELS 20 34 7 27
Aver age Esti mat ed Tot al
Per sons Frequency  Empiloyment Resi dency .
on Board (Total Man (I ncluding _ Undet er m ned Esti mat ed
or at Wrk Months)  Relief Crew)  Anchorage  Kenai Honer Al aska Qut side Wages
PART 11 Ve O-FSHORE
OPERATOR
Engineer 13 2.0 1 N/A
SERVI CE_COWPANI ES
5 days every
Loggi ng 1.6 3 nonths 3 3 $21, 000- $45,000/yr.
(2.5 man nont hs)
Di vi ng/ Equi prent 2 days/ month
Mai nt enance .13 (2man nonths) 2 2 K/A
o ® e e e e - a - -

é9
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1astE 13 (Conti nued)
EMPLOYMENT, =esipexcY AND wAaGES ASSOCI ATED WITH THE OCEAN BOUNTY
Estimated Tot al .
Aver age Frequency  Enpl oyment Resi dency
Per sons (Tot al (I'ncl udi ng .
on Board Man Rel i ef ' Undet er m ned Esti mat ed
or at Wrk Months ) Orew) Anchorage  Kenai Homer Al aska Quts i de Wages
SERVI CE COMPANIES  (Cont i nued)
Divers 6 Total 15-20 gives 6 b $19.61/hr. surface
$39.22/nr. diving
SUBTOTAL PART TIME Appr ox.
ov DRILLING VESSEL 1 12.5 12 8 3
Tot al
Aver age Enpl oyment Resi dency
Per sons (Including
on Board Rel i ef Undet er m ned . Estimated
or at Wrk Rotation Crew) Anchorage  Kenai Homer Al aska Quts i de Wages
ONSHORE - EMPLOYMENT
OPERATCR
Administration &
Managenent 3 3 3 N A
DRILLT NG CONTRACTOR - 0DECO
Administration g 14 days on/
Managenent b 14 days of f L 4 N/A
Secretary 1 " 1 1 N A
AIRCRAFT CONTRACTORS
Hel i copters
Pilots 2 4 b $2000 - $2500/xo.
. plus flight time
Mechani cs 1 1 1 N A
Secretary &
Expedi ter i 1 2 3 N/A
Fi xed Wng
Pilots 2 on call 2 2 $$2000- $2500/mo.

€9



TABLE 13 (Conti nued)

EMPLOYMENT, RESIDENCY AND WAGES ASSOCIATED wiTe THE QCEAN BOUNTY

Tot al
Average Employment Resi dency
Persons (I'ncluding )
on Board Rel i ef Undet er m ned Esti mat ed
or at Wrk Rotation Crew ) Anchorage  Kenai Horrer Al aska Quts i de VWages
SUPPLY VESSEL
Base Manager 1 1 1 N A
SUBTOTAL  ONSHORE 5 17 %% 5 s 1
TOTAL OFFSHORE,  ONSHORE
& PART TI ME EMPLOYED 92 166 33.5 9 e 9 112
.ESTIMATED [OTAL MAN MONTHS
€ 15 DRI LLI NG MONTHS 1377.5 2292, 5** 502.5 135 22.5 68% 1564 %
*0pECO indicated they hired 10 to 12 Alaskans, but they did not stay. Total work time for Alaskans is estimated at 15 man mosths.

**Figures take into account the rotation factors for thé supply vessels.

¥9
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TABLE 14
EMPLOYMENT, RESI DENCY AND w#aGES ASSOCI ATED W TH THE DraMowDd M DRAGON
Average .
Persons Resi dency ,
on Board Tot al Undet erm ned . Estimted
or at Wrk Rot ation Depl oyment Anchorage  Kenai Homer Al aska Qut side Vges
FULL TIME OFFSHORE
OPERATOR - Marathon
Drilling Foreman 1 2 2 B /A
Ceol ogi st 1 2 2
DRILLI NG CONTRACTOR 28 days on/ The rigs are non-union and
28 days of f wage data was highly con-
fidential. WAge estimates
Captain 1 " 2 2 for the drilling crews are
. di scussed in the text.
1st Engi neer 1 " 2 2
2nd mngineer 1 " 2 2
Abl e Bodied Seamen 3 " 6 b
Ri g Supervisor 1 " 2 2
Tool Pusher 2 " 4 4
Drillers 2 " 4 4
Asst. Driller 2 " 4 L
Derrick Man 2 " 4 4
Floor Hands 8 " 16 1% 15
Roust about s 8 " 16 16
Crane Qperator 2 " 4 k
Mechani ¢ 1 " 2 2
Electrician 1 " 2 2
CATERI NG CONTRACTOR $3.50 to $5.50 Per hour
_ _ 28 d;jays on/ p| us lgtima over 40 hours
Uni versal Servi ces 1 1 days ot 11 11 pl us é 0 for conplete tour

<9



rasLE 14 (Conti nued)
mproMEnT, RESI DENCY AND WAGES ASSOCI ATED WITE THE DIaMénD M DRAGON

Aver age

99

Persons Resi dency .
on Board Tot al Undet er m ned . Esti mat ed
or at Wrk Rotation Enpl oynent Anchorage  Kenai Homer Al aska Quts ide Vages
UsGS
T days on/ GS-8 to 3S-12 plus
Engi neer 1 7 days off 2 2 of fk. here pay
SERVI CE_COVPANI ES
. 21 days on/ N
Cenent i ng 2 21 days of f 4 4 iilA
. 28 days on/
Mid Loggi ng b 1k days off 6 b $2000 - $3000/mo.
. Tdays on/
Mud Engi neer 1 T days off 2 2 $2000 - $4000/mo.
\\eat her Cbservations 1 " 2 2 $110/day
SUBTOTAL FULL TIME on
DRI LLI NG VESSEL 53 101 4 3 94
SUPPLY VESSELS
] ] 30 days on/
Heritage Service 30 days of f Sal aries range from
Mast er 1 " 2 2 starting salaries of
$12,000 per year to an
Mat e 2 " L b experienced nmaster at
, $30,000 per year.
Engi neers 1 " 2 2
Asst. Engineers 2 " 4 4
AB.S 2 " 4 4
Cook 1 " 2 2
Oal. Seaman 1 " 2 2




(man ront hs)

* 9 ¢ @ ® @
® g ¢ TABLE 14 (Conti nued)
EMPLOYMENT, RESI DENCY AND WAGES ASSCCI ATED wits THE DI AMOND M DRAGON
Aver age )
Per sons Resi dency )
on Board Tot al Undet er m ned . Estimated
or at work Rot ati on Employment Anchorage  Kenai Homer Al aska Quts i de Wages
SUPPLY VESSELS (Conti nued)
Stonington 30 days on/
30 days off
Mast er 1 " 2 “Estimte 2
Mat es 2 " 4 a 4
Engi neers 1 " 2 few 2
Glers 2 " 4 Al askans” 4
A B.S. 2 " 4 2 2
Cook 1 " 2 2
SUBTOTAL FULL TIME ON
SUPPLY VESSELS 19 38 2 36
Average Esti mat ed
Per sons Frequency Resi dency
0N Board (Total Man Tot al Undet er m ned Estimated
or at Wrk Mnths ) Buployment Anchorage  Kenai Honer Al aska Qus | de Wages
PART TI'ME OFFSHORE
OPERATCR
Engineer .15 2 1 1 N/A
SERVI CE_COVPANI ES
Vel | Logging .20 2.5 3 3 $21,000 - $45,000/yr.
Diving (no lnforrra AOIQI 43(est) 6. O (est) 6 (est) 6 (est) $19.61/hr. surface
S similar .22/hr, divi
%) HT\T&E & @EAN BQJNTY) $39.22/hr, diving
Wellhead N A N A
Casing N A N A
SUBTOTAL  PARTT VE
oF DRILLING VESSEL {approx.) 1%% 10.5 10 7 3

L9



TABLE 1L (Continued)

EMPLCYMENT, RESIDENCY AND WAGES ASSOCIATED WITH THE DIAMOND M DRAGON

89

Aver age
Per sons Resi dency _
on Board Tot al Undet erm ned . Esti mat ed
or at Wrk Rotation Employment Anchorage  Kenai Homer Al aska Quts i de Vages
ONSHORE  EMPLOYMENT
Qper at or
Managenent & Techni cal 5 5 5 N/A
Expedi ter 1 1 N/A
DRI LLING CONTRACTOR
Al aska Manager 1 1 N/A
Expedi ter 1 1 N A
Secretary 1 1 1 N/A
AIRCRAFT CONTRACTCR
_ _ 7 days on/ Est. $2,500/mo.
Hel i copter Pilots 2 7 days of f 4 4 plus flight time
Mechani cs 1 1 1 Est. $2000 - $2500/mo.
Fixed Wng Pilots 2 on call 2 2 $2000 - $2500/mo.
SUBTOITAL  ONSHORE 14 16 6 2 3 6
TOTAL OFFSHORE, ONSHORE &
PART TI ME EMPLOYED 87 165 17 5 3 5 135
TOTAL MAN MONTHS
@ 14 DRILLING MONTHS 1212.7 2178.7 146 31 42 70 1890

* Dimond “M _Conpany estimated they hired 1.2 Al askans, but they did not stay. Total work tine for Al askans is estinmated at 14 man nonths.
** ppproximate full time equivalent.
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TABLE 15

EMPLOYMENT, RESIDENCY AND WAGES FCR ADMINISTRATIVE AND REGULATORY PERSONNEL

Esti mat ed Tot al .
Aver age Frequency  Enpl oynent Resi dency
Persons (Total ( Including .
on Board Man Rel i ef Undet er ni ned . Estimat ed
or at Wrk Months ) Oew) Anchorage  Kenai  Homer Al aska Qits i de \iages
ONSHORE
Governnent Agenci es
BLM
Managenent .06 1.5 1 1
Leasing Specialist .06 1.5 1 1
Econoni st .06 1.5 1 1
Para Legal .06 1.5 1 1
Statistician .06 1.5 1 1
USGS
Regul ation &
Managenent 1 26 1 1
Environnental &
Techni cal Review 2 5 5 5
Geophycisist .04 1 1 1
EPA
Permit Analysis
& Review 15 4 1
Homer City Dock
Management .04 1 2 2

Crane operation
(1 oadi ng & unloading) .04 1 1 1

nikiski DoCK
Management .33 8.5* 3 3
Stevedore 1.15 30% 12 12 Avg. $16/nr.
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TABLE 15 [Continued)

0L

EMPLOYMENT,, RE3IDENCY AND WAGEZZ T1R ATWINISTRATIVE AND REJULAIORY PERSINIEL
Esti mat ed Tot al
Aver age Frequency  Employment Residency
Per sons (Total (Includi ng
on Board Man Rel i ef Undetermined Estimated
or at Wrk Months ) Crew) Anchorage  Kenai Homer Al aska Quts i de Vges
OFFSHORE
Survey Vessels
Sitkin
Crew il 8 8 8
Techni cal 20 7 7 7
Adni ni stration .08 2 2 2
Big Valley
Crew .2 5 5 5
Techni cal .2 5 5 5
Adni ni stration .08 2 1 1
Nightwatch & Seawife
Crew 15 4 4 4
Techni cal 12 3 3 1 2
Adni ni stration .08 2 1 1
TOTAC PECPLE 5 67 13 15 15 28
TOTAL W MONTHS 122 36.5 38.5 16 24

*Man nonths based on estimate of 15% of work load attributed to Lower Cook Inlet activity.
*¥Approximate full timeequivalent.
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All of the information in the tables was derived frominterviews
with the various conpanies involved and is therefore primary infornma-
tion, strictly related to this sale. However, all the data should be con-
sidered as estimates, since the study teamrelied on conpany spokesnen
for most of the information and did not verify information by actually
counting receipts or checking work logs. [Information of that detail is
beyond the scope of this report.

Background information on each topic - enployment, residency and
wages - are discussed bel ow and shoul d be read in conjunction with the
tables and figures.

Enpl oyment.  Data on enployment were general |y straightforward,
with a few exceptions. The nunbers and job categories of those who
worked full time offshore were primarily obtained fromthe drilling con-
tractors and operators. Part-time offshore enployment posed a special
problem since the data are sporadic and would require a great deal of
research to determne exactly, Thus, part-tine enploynent on the rigs
is not conplete. However, the omssions would not ampunt to nore than
a few man nonths. Onshore enploynent related to each rig was |imted
to those individuals who could be determned to be working directly
with each drilling vessel. There is other enploynent generated by the
vessel s not covered, such as truck drivers, local termnals, spot
charters, etc.

Table 15, which estimtes the admnistrative and regulatory
enpl oynent associated with the sale, was difficult to determne pre-
cisely, because it is alnost all part time. Admnistrative and manage-
ment personnel normally have nore than one area of responsibility. For

exanpl e, the USGS enploys thirty-five people in Alaska to enforce and
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wite the regulations and stipulations for all the sales held in A aska

Only a general estimate of the amount of tine and manpower spent on
the Cook Inlet sale could be made (with the exception of the full tine
individuals working on the rigs). In addition, estimates of adm nistra-
tive workloads did not include personnel outside of Alaska. The table
al so does not take into account the numerous state, federal and |oca

agencies that reviewed the “Notice of Support” data, |ease stipulations,
etc. Therefore estimates of admnistrative and regul atory enployment
are inconplete, but the information collected accounts for the mgjority
of individuals directly involved in the Lower Cook Inlet exploration
activity.

The summary statistics on enployment are analyzed in Table 16 and
Figure 4. A total of 545 people were estimted to be enployed, for a
total of 5,390 man months, in the Lower Cook Inlet exploration activity
so far.  The maxinmum nunber of individuals at work at any one tinme
was 264, representing 3,191 man nmonths of effort. Figure 4 gives an
indication of how this enployment was apportioned over the twenty- six
nmonth period between Cctober 1977 and January 1980. Actual drilling
took place over a nineteen nonth period, and peak enploynent |asted
for about one month in August of 1979. Table 16 summarizes the total
enpl oynent figures as well as the total man nonths of effort associated
with the sale activity.

Resi dency.  All residency data were obtained from the individua
conpani es and operators working in the Lower Cook Inlet. In general,
i f the conmpany was not Al askan-based, only vague references to local
enpl oyment  were given. Al askan-based conpanies, however, could

usual l'y identify where their workers resided within the state. Al three
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TABLE 16
siMaRY FlI GURES FOR TOTAL EMPLOYMENT AND MAN MONTHS
BY DRILLING RIG
OCEAT BOUNTY DAN PRI'NCE DI AVOND ¥ TOTAL
(15 Drilling Months) (6 Drilling Months) (14 Drilling Months) (35 Drilling Months)
At Tot al At Tot al At Tot al At Total
Vor k Employed Work Employed Wor k Employed Wor k Enpl oyed
Full tinme on drill ship: 56 103 45 82 53 101 154 286
Full time on supply boat: 20 34 20 34 19 38 59 106
Part time on drill ship: 1% 12 1% 15 1% 10 3% 37
(12.5 man (5 man (10.5 man (26.5 man (26 men
months ) months ) months ) months ) months )
Ful | tinme onshore: 15 17 1k 16 14 16 43 49
Total people: 92 166 80 147 87 165 259 478
Total man nonths: 1377.5 2292.5 479 97 1212.7 2178.7 3069. 2 5268. 2
Admi ni stration,
regul ation & surveys:
Per sons: o 67
Man nont hs: 122 122
TOTAL PEOPLE 264 545
TOTAL MAN MONTHS 3,191.2 5,390.2

*Estimated average full time equivalent.

gL
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rig contractors indicated they had attenpted to hire local workers, but
they also indicated that they did not stay long - some not even for one
rotation, The Diamond M Conpany indicated that during the tine they
were drilling in Alaska, they recruited 273 individuals to keep a full
crew. A nunber of these were Alaskans. ODECO indicated they hired
ten to twelve A askans, but they quit. Marathon indicated that some’
local hires actually noved out of Alaska after beginning to work, be-
cause of cheaper living conditions outside since all transportation was
paid by the conpanies anyway.

Based on interviews with the drilling conpanies, it was estimated
that generally about one full-tinme equivalent of local workers was hired
and quit over the various drilling period for each rig. Thus, one indi-
vidual was placed in the tables under the “Undetermned Alaska” cate-
gory, representing the number of people who worked for a short tine.
Reasons given for the low incidence of Alaska hires on the rigs range
froman apparent lack of experienced people, to the working conditions,
to the |ow wages. For exanple, the catering conpany stated sinply
that they did not pay Alaska wages, On the other hand, O fshore
Logi stics, who own two supply vessels, indicated that one-third of their
crew (ten people) were local hires.

I ndividuals were defined as residents if they were living full-tine
in an area, whether or not they were living there before the sale.
Thus, transfers, individuals staying in Alaska or individuals who noved
into Alaska for the duration of the sale activity are considered
residents.

Table 17 summarizes residency figures for the Lower Cook Inlet

sale activities. Based on the total exploration effort of 5,390 man



TABLE 17
swpary FI GURES FOR TOTAL EMPLOYMENT AND MAN MONTHS

o I

gt LOCATI ON
Anchor age Kenai Homer O her Total Al aska Qut side

OCEAN BOUNTY

Peopl e: 33.5 9 1.5 9 53 112

Man Mont hs: 502.5 135 22.5 68 728 1564
DAN PRI NCE

Peopl e: 27.5 18 2.5 6 54 93

Man Mont hs: 165 23 15 36 239 558
DI AMOND ¥

Peopl e: 17 5 3 5 30 135

Man Months: 146 31 42 170 289 1890

|

PR s

People: 13 15 15 43 24

Man Mot hs: 43.5 38.5 16 91 2l
TOTAL PECPLE: 91 47 22 20 180 364
TOTAL MAN MONTHS: 857 227.5 95.5 17k 1354 4036
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nmont hs, Anchorage accounted for sixteen percent, Kenai four percent,
Honer two percent, Undetermned Alaska three percent, and Qutside
seventy-five percent of the total man nmonths of effort. Aaska resi-
dents accounted for an estimated thirty-three percent (180 people) of
the total persons enmployed in the Lower Cook Inlet exploration activity,

\Mges. \Mges are in the same category as |ease costs in degree of
difficulty to obtain. Al wage estimates, other than published union
wages, represent the best average obtainable. \ge rates vary consid-
erably, even among individuals in the same job, Estimted wage rates
were entirely unobtainable in a mgjority of cases. For exanple, wages
inthe drilling vessels were highly confidential. This was probably be-
cause they are all non-union vessels and the entire subject was sone-
what vol atile.

A portion of the drilling crews wages could be estimted based on
a percentage of Alaska wage rates for the same occupations. Marathon
indicated that wage rates on the vessels for all occupations on the
Di anond M Dragon ranged fromforty-five to fifty-five percent |ess
than Al askan wage rates, not including transportation and work incen-
tive wage allowances.  Brinkerhoff Drilling Conpany estimted that
wages for the drilling crew were approximately fifty percent of the
Al'askan rate,  The Al aska Roughnecks and Drillers Association esti-
mated the wages at approximately fifty percent of the A askan wage
rates, plus a twenty-five percent differential for A aska. The
Seafarers International Union in San Francisco indicated they had two
level s of rates for their nmenbers who worked on drilling vessels, A
domestic rate and an international rate, which was higher. Internation-

al rates apply to Alaska. Based on this information, it is estimted
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that the wages woul d be approximately fifty percent of the A askan
rate, Wth a twenty-five percent differential for Al askan duty, plus
transportation costs. Al askan union wages were obtained fromthe
Al'aska Roughnecks and Drillers Association. The calculated rates for

the rigs are indicated bel ow

Driller $11.90/hr.
Derrickman $11.00/hr.
Fl oor hand $10, 31/hr.
Roust about s $9. 68/hr.
Crane operator $10, 10/hr.

Catering wages can be nore directly conpared. Caterer’s wages
ranged froma |ow of $3.50 per hour to a high of $5.50 per hour, plus
transportations costs and a $50 bonus for conpleting the contract.
Al'askan union wages range from $12.43 per hour for a cook to $10.95
per hour for a general helper plus $.50 per hour for health benefits
and $2,00 an hour for pension henefits,

Any wage estimates that were obtained are indicated in the tables,
In many cases, only a single estimate is available for simlar jobs on
different vessels. For exanple, even generalized information was only

avail able fromone out of six of the supply vessels.



Chapter 3

COMWUNI TY | MPACTS
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| NTRODUCTI ON

This chapter addresses the socioeconomc characteristics and
events on the Kenai Peninsula between January 1977 and January 1980,
The specific data collected and analyzed in terms of 0CS associated be-
havior, as well as the issues considered, include devel opment projects,
public service demands, price behavior, mitigating measures, |abor
effects, expenditures, business cycles, community attitudes and new
towns, Al of these categories except devel opment projects and new
towns will be discussed in detail below

Maj or devel opment projects specifically arising from the Lower Cook
Inlet |ease sale could not be docunented. All indications were that the
exploratory stage activities have not inposed sufficient pressures to
| ead to major expansions or devel opnent of facilities to neet increased
needs. The one exception may be in Honmer, where two hangars were
constructed at the Homer airport. To the extent that the local govern-
nments planned and/or inplemented any major infrastructure devel op-
ment, these will be presented in the section on mtigating neasures.

Wth respect to the devel opment of new towns or work canps, none
arose fromactivities associated with the Lower Cook Inlet sale.
Existing cities and infrastructures were sufficient to meet demands
associated with activities for the Lower Cook Inlet sale.

(One purpose of this study is to identify the effects of inpacts of
OCS petrol eum devel opment on the Kenai Peninsula. Because of the
nature of socioeconomic activity, it should be noted that clear causel
effect relationships may not be possible to identify. The dynam cs of

econom ¢ activity involve expectations about the |ikelihood and magni-
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tude of future events as well as responses |earned fromthe past.
Consequently, it is reasonable to assume that many econom ¢ adj ust-
ments to the Cctober 1977 |ower Cook Inlet |ease sale were made |ong
before the actual sale date. For this reason, timng parallels between
activity levels in the data series and the |ease sale may not be evident.

As the first two sections of this report have denonstrated, the
direct and indirect activities associated with the exploration phase of
the 1977 sale were relatively nodest, peaking with three exploratory
rigs working in the late summer of 1979. Enploynent associated with
the exploratory effort was largely (seventy-five percent) nonresident.
For this reason, induced economc activity would likely be mniml, By
the md- 1970's, the Census Division had grown too |arge for divisiona
statistics to reflect the level of activity occurring as a result of the
1977 sale.
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METHODOLOGY

The data and information collected for this chapter were obtained
using a methodol ogy conprised of primary and secondary data sources
supplenented with a verification/in terpretation process, Data sources
included, but were not limted to, the Kenai Peninsula Borough; cities
of Homer, Kenai, Soldotna, Seward; native organizations, various health
and social service agencies; local newspapers; conprehensive plans,
other planning docunents and inpact analyses; local governnent officials
and busi nessnen.

The verification/interpretation process was a critical conponent of
this study. Previous experience with data of these types and avail a-
bility indicated that not only woul d numerous gaps exist in the data
series themselves, but statistical analyses should be conducted in con-
junction with subjective analyses to prevent msinterpretation or erron-
eous conclusions. For this study, the methodology for this verification/
interpretation process utilized a modified Del phi technique,

The nodified Del phi technique devel oped for this study retains the
traditional Delphi concept of reaching a concensus opinion through an
iterative process of input and feedback to “experts” or know edgeable
people.  The Del phi technique was originally devel oped as a forecasting
techni que which was particularly applicable where the future events of
interest were not expected to occur according to a prescribed formla,
e.g. , as a continuation of an historical trend or related to the fore-
tasted values of certain exogenous variables. The nodification results
fromthe application of the method to historical events rather than

future events. For this study, the Del phi approach involved the pre-
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sentation of historical data series to local residents who, by virtue of
their position or experience in the community, were likely to be famliar
with the events occurring since 1976, Figure 5 provides a flowchart
documenting the steps in this approach. Once a concensus was ob-
tained, the information was incorporated into the analyses of the data
series presented in the following sections. The Del phi technique pro-
vided a structure within which to assess and/or interpret the hard data
available. The major contribution of the approach was the identification
of other “local” events which could explain fluctuations or anomolies i n
the data series. In addition, the technique allowed us to acquire in-
formation on events or activities for which there were no hard data.

All real dollar data series presented in the text were deflated
using the Anchorage Consuner Price Index (cPr). While it is recog-
nized that there may be sone error associated with using the Anchorage
series as a deflator, the local economes of the two areas (Kenai
Peninsula and Anchorage) are actually so interconnected that the
Anchorage CPl provides a reasonable indicator of the rate of price
changes on the peninsula. In fact, the comodity conponent of the
Anchorage CPI should nove in a manner parallel to the behavior of com
nodity prices on the peninsula, since virtually all of these items are
shipped first to Anchorage for subsequent transport to the peninsul a
(i. e., the sanme commdities contributing to the Anchorage CPI becone
Kenai Peninsula commodities),

For the purpose of this study, the terms “booni and “bust” have
been defined as follows: a boom represents a departure from the long

run trend, in the direction of a nore rapid rate of growh than histor-
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ically experienced; a bust represents a departure in the direction of a
sl ower growth than normal.

Data series are presented for the five mgjor (first class ) cities on
the Kenai Peninsula. Not all series were available for Seldovia, how-
ever. Information and data on English Bay and Port G aham were ser-

iously lacking.  Any available information is contained in the text.
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PUBLI C SERVI CE DEMANDS

This section will address the demands for public services in the
Kenai Peninsula Borough during the tinme period associated with the
Lower Cook Inlet |ease sale (i. e., January 1977-January 1980). Since
the demand for public services is closely tied to the population and in-
come of an area, a discussion of the population growth for the penin-
sula as a whole, as well as for specific cities on the peninsula, wll
provide a basis for the evaluation of specific demands for services.
Tabl e 18 shows the borough population from 1960 through 1979. Esti-
mates of the 1980 population will not be available until late 1980. Popu-
lation growth on the peninsula since 1960 has been dramatic, increasing
al most 182 percent.  The greatest increase occurred between 1960 and
1970, when the popul ation grew by eighty-three percent. Between 1970
and 1979, growth has been fifty-four percent, with nost of this occur-
ring between 1970 and 1977 (over forty-eight percent). Since 1977,
popul ation on the peninsula has increased |ess than four percent.

Annual popul ation changes provide an indication of the “boonf and
“bust” effects of oil-related activities. The long-run trend in popula-
tion growth for the Kenai Peninsula can be estimted from the conpound
average annual growh rate. Between 1960 and 1979, this rate was 5.6
percent. Individual growh rates for each year over the previous year
are also shown in Table 18. Analysis of the annual changes in penin-
sula popul ation indicates that an apparent "boom" occurred between 1974
and 1977 and that the borough is currently experiencing a “bust” peri-

od. This decline in the growth of the denographic conponent of the



87

Table 18

KENAT PENI NSULA BOROUGH
TOTAL POPULATI ON

Year Popul ation

19601 9,053

1970 16, 586

19712 16, 782 1.0%
1972° 16, 200 -4.0%
19732 16, 254 . 3%
1974° 16, 645 2.0%
19752 18,770 13.0'%
1976° 21, 843 16.0%
1977° 24,611 13.0%
19781 25, 335 3.0%
19794 25,507 T
Source:  tu.s. Bureau of the Census.

‘Al aska Department of Labor.
‘Anchor age Urban Qbservatory.
4Kenai Peni nsul a Borough.
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demand for public services provides a basis for expecting a |eveling-off
in the actual demand for these services.

It should be noted, however, that these population figures are
estimates (except 1960, 1970 and 1978) and, depending on the source,
utilize different estimating nethodol ogies.  Consequently, it is reason-
able to assune that the series may be inconsistent. The editor of the

Peninsula Carion expressed particular concern over the horough figures

for 1973 through 1975. Newspaper circulation statistics for that period
woul d seem to indicate larger populations than reflected in the estimtes
for these years. To the extent that this is valid, it my nean that
growth was nore consistent than the population figures (and acconpany-
ing growth rates ) indicate.

H storical population series for five cities on the Kenai Peninsula
are shown in Table 19. The estimates given in this table represent the
annual estimates submitted by each city for state revenue sharing pur-
poses. In 1978, a special census was conducted by the U S. Census
Bureau. The apparent discontinuities in the historical series occurring
in either 1978 or 1979 represent the utilization of these US. census
figures. It is likely that some of the decreases i population occurring
in 1978 or 1979 reflect the adjustnent from overestimation in previous
years.  Consequently, only popul ation changes between 1970 and 1979
wll be evaluated.

Homer popul ation increased 106 percent between 1970 and 1979, the
largest change of all the cities. Soldotna al SO showed a |arge increase,
with a ninety-seven percent change. Kenai, Seward and Seldovia
registered nore nodest rates of change for the nine year period, in-

creasing twenty-five percent, twelve percent and twenty percent, re-
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Table 19

POPULATI ON
Kenai Peninsula Cities

Yea r Hore r Kenai Soldotna Sewar d Sel dovi a
711/ 70 1,083 3,533 1,202 1, 587 437
711171 1,083 3,533 1,202 1,823 437
71172 1,243 3, 560 1,202 1,823 437
711173 1,243 3,533 1,202 1,823 437
711/ 74 1,243 4,028 1,202 1,823 612
711175 1,538 5,161 1,800 1,823 612
711176 1,538 5,223 1,800 1,823 612
711177 1,802 5, 364 2,586 2,279 612
711/78 2,055 5, 364 2,365 2,137 612
711179 2,227 4,421 2,365 1,778 528

Source:  Alaska Department of Community and Regional Affairs, Division of
Local Governnent Assistance
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spectively. It is difficult to assess the denmographic inpacts of the
demand for public services in these individual cities because of the
variation in population estimates during the years 1977 through 1979.
Since it is not possible to state definitely that population actually de-
creased in any of these cities, it would be inappropriate to suggest
demographic inplications for public service demands

I ncome statistics may also provide further information regarding
the level of public services demanded. Table 20 provides data on the
per capita income for the Kenai-Cook Inlet and Seward divisions. Data
for 1979 are unavailable at this tinme.

Nom nal per capita income for the Kenai-Cook |nlet division
increased thirteen percent between 1975 and 1978. However, a six per-
cent decrease in per capita income occurred from 1977 to 1978. In rea
terms, per capita income exhibited decreases from 1975 to 1978 as well
as between 1977 and 1978 (down nine percent and twel ve percent re-
spectively).

The Seward division exhibited a simlar pattern, though the
magni tude of the declines was |ess pronounced. Between 1975 and
1978, nomi nal per capita income grew by twenty-one percent. A de-
crease of one percent occurred between 1977 and 1978. Real per capita
income for the Seward division fell by two percent from 1975 to 1978
and by eight percent between 1977 and 1978.

The possible inplications that these income figures have for the
demand for public services lies in the assunption that the consunption
of nost commodities varies according to the level of per capita or famly
incone. To the extent that this is valid, it could be expected that a

decline in per capita incone may indicate that per capita or famly de-
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Table 20
PER CAPI TA | NCOMVE

Current Dollars

Kenai-Cook | nl et Sewar d
Year Di vi si on Di vi si on
1975 8, 354 7, 854
1976 8, 805 9,030
1977 10, 007 9,630
1978 9,408 9,517

1967 Dol | ars

Kenai~Cook Inlet Sewar d
Year Di vi si on Di vi si on
1975 5,532 5,201
1976 5,392 5,530
1977 5,745 5,528
1978 5, 050 5,108
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mand for some services, such as utility usage, may decline. On the
other hand, a declining per capita incone may result in an increase in
the demand for other types of service, for exanple transfer paynents
(i. e, , unenployment conpensation, food stanp recipients, welfare pay-
ments). The follow ng sections identify and analyze data series for
various public services. Because |ower Cook Inlet exploratory activity
was proximate to Homer, and since Homer's inf restructure (particularly
transportation facilities) was relatively well developed, the Homer area
became the focus of nuch exploration activity. It is undoubtedly true
that data series specific to Homer that include the peak exploratory
year of 1979 reflect the influence of exploration activity.

Police Services. Traffic volunmes provide a indication of the |evel

of public service demands, especially highway requirenents. In parti-
cular, the level of traffic activity has a direct relationship to the need
for police and state trooper services. Tables 21 through 25 provide
annual average daily traffic volumes for selected roads and intersections
throughout the Kenai Peninsula. The greatest increase in the level of
traffic between 1973 and 1978, according to these data, occurred on
Nash Road in Seward (163 percent), A large increase in traffic volune
al so occurred on the Kenai Spur Road at the Sterling H ghway (135
percent), while traffic levels on the Sterling Hghway at the Kenai Spur
Road actual |y registered a decrease of fifty-six percent over this sane
time period.

Homer traffic showed increases, wth levels on the Sterling
H ghway at East End Road growing by fifty-three percent. Smaller in-
creases in traffic levels occurred at other points i Kenai, Honer,
Soldotna and Seward. The Kenai Spur Road, at the intersection with
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Table 21

TRAFFI C VOLUMES
Annual Average Daily Traffic (AADT)
Kenai, Al aska

Kenai Spur @ Sterling Kenai Spur @ N kiska
Year Hw (State #117600) Road (State #117600)
1973 2,995 2,025
1974 5,230 2,100
1975 6, 400 3,360
1976 8,000 2,945
1977 7,543 2,690
1978 7,100 2,424
1979
Sour ce:

Annual Traffic Volume Report (1970-1979), Alaska
Department of Transportation.
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Table 22

TRAFFI C VOLUMES
Annual Average Daily Traffic (AADT)
Soldotna, Al aska

Funny River Rd @ Sterling Soldotna We, Sterling Hwy
Year Hw (State //117300) @ Kenai Spur (State /}117700)
1973 N A 2, 545
1974 1,180 700
1975 730 855
1976 915 1,070
1977 625 1,125
1978 989 1,125

1979

Source: Annual Traffic Volume Report (1970-1979), Al aska Department of
Transportation.
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Table 23

TRAFFI C VOLUMES
Annual Average Daily Traffic (AADT)

Homer, Al aska
Sterling Hw @ East Sterling Hw @ Dianond
Year End Road (State #110000) Ridge (State #110000)
1973 2,320 N A
1974 3,030 1,100
1975 3,260 1,185
1976 3,550 1,290
1977 3,548 1,300
1978 3,550 1,300

1979

Source: Amnual Traffic Vol ume Report (1970-1979), Al aska Departnment
of Transportation.
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Table 24

TRAFFI C VOLUMES
Annual Average Daily Traffic (AADT)
Seward, Alaska

Dock Road Nash Road Seward Hw @ Dock
Year (State //130200) (State #130500) Road (State /}130000)
1970 580 170 1,835
1971 610 190 1,830
1972 640 200 1,850
1973 650 205 2,305
1974 725 230 2,575
1975 760 245 2,700
1976 1,300 415 3,040
1977 1,400 535 2,500
1978 1,415 540 2,478

1979

Source: Annual Traffic Volume Report (1970-1979), Al aska Departnent
of Transportation.
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Table 25

TRAFFI C VOLUMES
Annual Average Daily Traffic (AADT)
Seldovia, Al aska

Seldovia Airport Road @ Ferry

Yea r Termnal (State /}100100)
1973 N A

1974 20

1975 20

1976 20

1977 30

1978 30

1979

Source: Annual Traffic Volunme Report (1970-

1979), Al aska Department of
Transportation.
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Ni ki ska Road, showed a twenty percent increase between 1973 and 1978
Peak traffic levels at this location occurred in 1975 wth an annua
average daily count of 3,360. The count in 1978 was 2,424, a drop of
twenty-eight percent.

G her major traffic count |ocations on the peninsula are shown in
Table 26. Data for these sites were available from 1970 through 1979.
The checkpoint at Potter showed the |argest increase for these years
(seventy-five percent), with Silver Tip close behind at sixty-five per-
cent. Traffic at Mbose Pass only grew by thirty-two percent, Traffic
levels at Silver Tip and Potter each peaked in 1978, with counts of
1,719 and 3,505, respectively. Mose Pass traffic volume peaked in
1977 at 808

Traffic statistics for the Kenai Peninsula, representing activity by
the Alaska State Troopers, are shown in Table 27. Data are not yet
available for the period after September 1979. Qverall activity is re-
vealed by the total nunber of citations issued. There was an increase
of 108 percent in the nunber of citations issued in 1976 over 1975;
citations issued in 1977 represented an increase of 128 percent over
1976.  In 1978, total citations issued dropped by three percent. If the
citation data for the first nine nonths of 1979 is representative of
three-fourths of the total 1979 activity, then 1979 citations will reflect a
level of activity conparable to 1978. Between 1975 and 1976, there was
a thirty-one percent decrease in the nunber of traffic accidents. An
increase of forty percent occurred in 1977, but the nunber of accidents
decreased again in 1978 by fifteen percent. If the pattern of the first

nine months of 1979 continues, it is likely that total accidents in 1979
will be lower than in 1978. A conparison of the nunber of injury acci-
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Table 26

H STORI CAL TRAFFI C SUMVARY
Annual Average Daily Traffic (AADT)

Mbose Pass Silver Tip Pot t er Soldotna
Year F-3-31 F-2-31 F-4-31 F-1-21
1970 550 924 1,929
1971 548 977 1,954
1972 554 1,088 2,240
1973 552 1,222 2,493
1974 613 1,422 2,665
1975 693 1,594 2,985
1976 770 1,552 3,118 2,155
1977 808 1,453 3,469 2,519
1978 768 1,719 3,505 2,519
1979 723 1,523 3,370 2,468

Source:  Annual Traffic Volume Report (1970-1979), Al aska Departnent of
Transportation.
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Tabl e 27

TRAFFI C STATI STI CS
Kenai Peni nsul a

Mot or Vehicle Accidents

I njury Fat al Tot al Tota

Year Acci dents Acci dents Acci dents Ctations
1975 160 13 423 1,291
1976 158 8 293 2, 683
1977 227 8 410 6,116
1978 143 13 348 5, 945
1979 - Jan. 5 0 30 245
Feb. 9 0 23 238
Mar . 8 0 18 443
Apr . 2 1 18 768
May 10 | 34 802
Jun. 11 1 18 701
Jul. 17 | 32 301
Aug. 8 1 29 390
Sep. 7 1 20 557
1979 - 1st 9 nos. 77 6 222 4,445

Source: Alaska State Troopers.
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dents to total accidents reveals that the proportion of injury to tota
accidents increased each year through 1977, when it peaked at fifty-
five percent. In 1978, the ratio fell to forty-one percent. For the
first nine nonths of 1979, this ratio is only thirty-five percent

Qther police activity on the peninsula is shown in Tables 28 and
29. I'n Kenai, police calls in response to crime (burglary and |arceny)
increased each year since 1976. Traffic citations increased eighty-one
percent between 1976 and 1979. The inpact on traffic accidents can be
estimated from the forty-four percent increase in total accidents inves-
tigated between 1976 and 1979; a twenty percent drop in traffic acci-
dents occurred between 1978 and 1979.

Burglary and larceny in Seward increased seventeen percent in
1978 over 1977, but 1979 police calls for these crimes decreased twenty
percent, bringing the total below that for 1976. Total arrests have de-
clined significantly since 1976.

Total police calls in Honer (Table 29) increased sixty-two percent
in 1977. In 1978, total calls fell by three percent and by 1979 tota
calls were down another thirteen percent. Traffic citations issued each
year have increased, with 1979 representing a 140 percent increase over
1976.

Police calls related to property crimes in both Sol dotna and
Sel dovia dropped between 1978 and 1979. Violent crine increased 117
percent in Soldotna for 1979. Seldovia reported no violent crime either
year.

Part 1 offenses‘reported for each city are shown in Table 30.

Between 1977 and 1979, Part 1 offenses in Kenai increased thirty-two

%Part 1 crine offences include rape, robbery, assaults, burglary,
| arceny and auto theft.
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Table 28
POLI CE CALLS

Kenai Police Departnent

Traffic Traffic Traffic Accidents
Yea r Crimel Ctations Arrests | nvesti gat ed
1976 243 754 101 117
1977 307 881 109 148
1978 335 1,191 90 211
1979 409 1, 366 120 169

Seward Police Departnent

Traffic Tot al Traffic Accidents
Year Crime? Ctations Arrests | nvesti gat ed
1976 232 1,151 410 50
1977 243 791 511 21
1978 285 ~ 421 349 73
1979 227 395 195 81

gurglary and |arceny only.
Source: City Police Departments.
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Table 29
POLI CE ACTIVITY

Honmer Police Departnent

Police Calls
Tot al Traffic
Year Calls Citations
1976 1,791 55
1977 2,898 111
1978 2,798 111
1979 2,421 132
Soldotna Police Departnent
Police Calls
Property Vi ol ent
Year Crine Crime
1978 174 6
1979 152 13
Seldovia Police Depart nment
Police Calls
Property Vi ol ent
Year Crine Crine
1978 129 0
1979 14 0
Sources:  Honer Police Departnent.
Situation and Prospects, January, 1980. Kena

Peni nsul a Bor ough.
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Tabl e 30
CRI ME REPORT
Kenali
Total Arrests (Part 1 & 2)
Total Reported
Part 1 O fenses 18 yrs. and over under 18
1977 375 285 64
1978 408 180 77
1979 494 215 144
Honer
Total Arrests (Part 1 & 2)
Total Reported
Part 1 Ofenses 18 yrs. and over under 18
1977 242 91 5
1978 267 122 21
1979 273 84 20
Soldotna
Total Arrests (Part 1 & 2)
Total Reported
Part 1 Ofenses 18 yrs. and over under 18
1977 97" 32 18
1978 182 65 16
1979 156 201 19
Sewar d
Total Arrests (Part 1 & 2)
Total Reported
Part 1 Offenses 18 yrs. and over under 18
1977 N A N A N A
1978 512 253 2°
1979 104 189 46

1Ten nonths reported only.

‘ September through Decenber only.
3December only.

Sour ce:

Crimnal Justice Planning Agency.
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percent.  Homer reported a thirteen percent increase for the sane
years. Data are inconplete for Soldotna for 1977; however, there was a
fourteen percent decrease in Part 1 offenses between 1978 and 1979.
Inconpl ete data for Seward prevents any analysis of change for this
city.

Fire Protection and Emergency Medical Treatnent. The denmands

for emergency nedical treatnment and fire responses are shown in
Table 31. Demand for energency nedical treatment in Honer increased
sixty-two percent between 1977 and 1979.  Sol dotna showed a six per-
cent increase in 1979 over 1977.  Enmergency nedical treatnment re-
sponses increased sixteen percent in Kenai from 1977 to 1978 and de-
creased nineteen percent between 1978 and 1979, The overal | change
from 1977 to 1979 was a decrease of six percent. Data for Seward are
inconplete and prevent a conparabl e anal ysis.

Fire responses showed increases for both Kenai and Soldotna
between 1977 and 1979 (twenty-one percent and 130 percent, respec-
tively), No 1977 data were available for Seward; however, demand re-
mai ned constant between 1978 and 1979, Honer data represent incom
plete annual totals; therefore, no conparisons are nade

Medi cal Service Demands. Table 32 provides data on the total

nunber of patients (regular admssions and out-patient/energency ser-
vices ) for the hospitals on the Kenai Peninsula. Central Peninsula
Ceneral Hospital showed a fifteen percent increase in the total nunber
of patients between 1977 and 1979.  South Peninsula General Hospital
experienced an even greater increase, thirty-seven percent, for the
same time period. Data for 1977 at Seward General Hospital were un-

avail abl e; however, there was a three percent increase in total patients
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Table 31

FIRE AND EMERGENCY SERVI CES

Energency Medical Treatnment Responses

Year Homer Kenai Soldotna Sewar d
1977 125 162 174 N A
1978 192 188 117 281
1979 202 152 184 462

Fire Responses

Year Homer Kenai Soldotna Sewar d
1977 361 72 20 N A
1978 421 98 35 21
1979 62° 87 46 21

Igeptember through Decenber only.
ZJanuary through June only.
Sources: City and Service Area Fire Departnents

Situation and Prospects, January,
1980.  Kenai Peninsula Borough.
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Table 32

KENAI  PENI NSULA HOSPI TALS
Nunmber of Patients

Central Sout h

Peni nsul a Peni nsul a Sewar d Viesl eyan

Gener al Gener al Gener al Nur si ng
Yea 1 Hospitall Hospital®* Hospi t al Home’
1977 8,110 1,441 N A 64
1978 9,104 1,968 5, 256 62
1979 9,304 1,973 5,437 54

'Regular adni ssions plus outpatients.

%Fiscal year patient counts for twelve nmonths ending June 30 of stated year.

‘Average nonthly patients.

Sources:  Central Peninsula General Hospital (Soldotna).
South Peninsula General Hospital (Honer).

Situation and Prospects, January, 1980, Kenai Peninsula Borough.

Viesl eyan Nursing Honme (Seward).
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bet ween 1978 and 1979. The Wesleyan Nursing Home in Seward
experienced a net decrease of sixteen percent from 1977 to 1979.

Demand for nental health services varied anmong the three
peninsula clinics (Table 33). The Kenai clinic experienced strong in-
creases in caseloads, which coincide with the addition of staff at that
facility. Average nonthly caseload increased fifty-five percent between
1977 and 1978 and another ten percent from 1978 to 1979. Seward
Mental Health Clinic showed a twenty-eight percent decrease in average
monthly cases and Homer's average casel oad declined only two percent.

Educational Demands.  Kenai Peninsula Borough school enrollnents

bet ween Septenber 177 and January 1980 are given in Table 34. These
data represent nonthly enrollment figures for each school for selected
months.  Total enrollnent between Septenber 1977 and Septenber 1979
increased fromb5,724 to 5,928, a four percent increase. However, fif-
teen of the borough’s twenty-four public schools showed | ower
Sept enber 1979 enrol I nent figures than for Septenber 1977.

Kenai schools showed a slight decline (five percent) in enrollnents
from Septenber 1977 to Septenber 1978, but an increase of seven per-
cent between Septenber 1978 and Septenber 1979. This woul d appear
to be inconsistent with the population changes occurring in Kenai (i.e.,
out-mgration ). In fact, the increasing enrollment numbers probably
have resulted from the institution of new graduation requirenents. As
a result of these new criteria, some students are having to remain in
school additional semester(s) in order to neet graduation requirenents.

Enrol I ment in Kenai schools fell each year between Septenber and
January, though at a decreasing rate. Wile md-year enrollnment de-

clined four percent in 1978, it fell only .2 percent in 1980. This sanme
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Table 33

KENAI  PENI NSULA MENTAL HEALTH CLIN CS
AVERAGE MONTHLY CASELCAD

Year Kenai Sewar d Homer
1977 95 N A N A
1978 147 69 57
1979 164 50 56

Sources:  Situation and Prospects, Kemai Peninsula
Borough, January 1980.

District Mental Health Offices in Kenai.




Table 34

KENAI PENI NSULA BOROUGH SCHOOL DI STRICT
ENROLLMENT  FI GURES
School Sept. /77 Jan. /78 May/78 Sept./ 78 Jan. /79 May/79 Sept. /79 Jan. /80
Anchor Point Elem. 87 92 93 93 95 92 115 126
Bartlett Elem./High 111 96 98 103 95 87 93 88
Cooper Landing Elem. 24 26 25 26 27 26 18 17
East Honer Elem. 346 334 353 367 358 367 372 367
Engli sh Bay Elem./High 29 33 31 35 35 34 39 34
Homer Jr./Sr. High 416 404 393 404 393 403 443 429
Hope Elem. 10 8 10 10 10 9 10 15
Kenai Central High 749 697 640 775 756 715 879 854
Kenai Elem. 277 270 271 2 265 270 265 284
Kenai Jr. High 512 511 510 492 495 490 495 497
Moose Pass Elem. 44 42 44 40 4 39 31 28
Nikolaevsk Elem./Jr. 126 151 145 148 155 149 144 160
Nini | chi k Elem./High 154 160 166 165 167 166 134 113
North Kenai Elem. 396 392 400 407 414 410 392 395
Port G aham Elem./High 42 44 46 39 42 43 39 38
Redoubt Elem. -- -- 366 380
Sears Elen. 414 407 405 383 391 393 397 395
Seward Elem. 302 302 301 282 280 290 279 273
Seward Hi gh 183 167 147 167 159 160 172 170
Soldotna Elem. 672 691 696 693 684 676 432 431
Soldotna Jr. High 322 328 337 441 449 452 342 349
Sterling Elem. 219 214 214 191 187 191 211 205
Susan B. English Elem./High 158 150 145 135 125 121 135 137
Tustumena Elem. 131 138 135 136 136 135 125 129
Tot al 5,724 5, 667" 5, 605 5,795 5, 758 5,718 5,928 5,914
Source: Kenai Peninsula Borough School District.
® o ) ) [ ]

011
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pattern occurred for peninsula schools as a whole: enrollments have
increased from Septenber to Septenmber and decreased from Septenber
to January (at a decreasing rate). Between 1977 and 1978, total
enrol I ment in Kenai Peninsula Borough schools increased by the sane

rate as total peninsula population (four percent). Average nonthly en-

rol I nent statistics are shown in Table 35.

Utility Connections. Table 36 provides data on demand for

electricity for the Kenai Peninsula. The average nonthly consuners of
electricity from Honmer Electric Association showed significant increases
for all classifications except public buildings. The average nonthly
residential consumers increased 218 percent between 1970 and 1979.
Mst of this growh in customers occurred between 1970 and 1977, when
average monthly consunmers increased 105 percent. Between 1977 and
1979, an additional increase of fifty-six percent occurred. Electric
connections for small comrercial consumers followed the pattern ob-
served for residential consumers: average nonthly consuners (snall
comercial) grew 182 percent from 1970 to 1979, with nost of this
growth occurring after 1977 (104 percent). Between 1970 and 1977, the
increase was seventy-eight percent.  The Homer Electric Association
serves Kenai and Soldotna as wel| as Homer. Table 19 reveal ed that
Kenai and Soldotna had relatively stable or declining populations after
1978.  Therefore, sone of the increase in the nunber of electrical con-
nections in 1979 nust be attributed to Homer. This is also the year of
peak exploration activity. The coincidence suggests the possibility of
sone sale-related inpact.

Large commercial consumer activity exhibited adifferent pattern

fromresidential and small commercial consumers. From 1970 to 1977,
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Table 35

KENAI PENI NSULA BOROUGH SCHOOL DI STRI CT
Average Mnthly Enrol | ment

School Year School Year School Yeart
School 77-78 78-79 79-80
Anchor Point Elem. 91 93 119
Bartlett Elem./High 95 94 89
Cooper Landing Elem. 27 26 18
East Honer Elem. 345 362 368
English Bay Elem./High 31 34 36
Homer Jr./Sr. High 405 410 436
Hope Elem. 9 10 13
Kenai Central High 703 760 838
Kenai Elem. 273 263 272
Kenai Jr. High 510 491 494
Moose Pass Elem. 43 41 28
Nikolaevsk Elem./Jr. 139 147 151
Ninilchik Elem./High 159 166 136
North Kenai Elem. 390 393 388
Port G aham Elem./High 44 42 40
Redoubt Elem. 370
Sears Elem. 407 392 394
Sewar d Elem. 298 282 275
Seward Hi gh 164 162 167
Soldotna Elem. 682 685 429
Soldotna Jr. High 324 447 344
Sterling Elem. 214 188 204
Susan B. English Elem./High 149 126 130
Tust unena Elem. 134 134 126

tAverage monthly enrol | ment based on August,

only.

Source:  Kenai Peninsula Borough School

District.

1979 through January 1980 data
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Table 36
ELECTRI CAL CONNECTI ONS

HOMER ELECTRI C ASSCCI ATI ON, INC.f
Average Monthly Consumers

Snal | Large Public
Year Resi dent i al Conmrer ci al Commer ci al Bui | di ngs
1970 2,706 508 38 77
1971 2,132 530 38 80
1972 2,857 549 39 82
1973 3, 060 563 33 92
1974 3,373 619 33 93
1975 3,813 690 33 91
1976 4,526 808 31 83
1977 5,541 905 32 85
1978 7,899 1,287 95 40
1979 8,617 1,433 101 38

SEWARD ELECTRI C UTILITY{?
Average Monthly Consuners

Year Resi denti al Non- Resi dent i al
1976 884 218
1977 945 232
1978 1,025 273
1979 1, 055 271

fService area extends from Sterling to Nkiski to English Bay.
TiService area extends outside city to Kenai Lake vicinity.

Sour ce: Situation and Prospects, January, 1980. Kenai Peninsula Borough.
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| arge commercial consuners fell by sixteen percent, from thirty-eight
users to thirty-two users. Significant increases occurred during 1978
and 1979, resulting in a net gain of sixty-nine consumers, an increase
of 216 percent, Demand for electricity for public buildings also fluctu-
ated, resulting in a fifty-one percent decrease in average nonthly con-
suners between 1970 and 1979. A ten percent increase occurred be-
tween 1970 and 1977, but this was nore than offset by the fifty-five
percent decrease between 1977 and 1979.

Resi dential consumers for the Seward Electric Uility increased
nineteen percent from 1976 to 1979. This was a nuch nore nodest in-
crease than that exhibited by the Homer Electric Association for the
sane time period (ninety percent). Over eleven percent of the growth
in residential consumers in Seward occurred between 1977 and 1979, al-
t hough there was only a three percent increase in 1979 over 1978.
Non-residential consuner activity increased simlarly, grow ng twenty-
four percent between 1976 and 1979 and seventeen percent from 1977 to
1979.  However, non-residential consumer counts dropped seven percent
between 1978 and 1979.

Average nunber of mainstations provides an indication of the tota
custoners of a telephone utility, Table 37 gives mainstation data for
G acier State Tel ephone Conpany, which serves most of the peninsula,
and Ceneral Tel ephone Conpany, which serves the Seward area.
Average mainstations at Gacier State Tel ephone Conpany increased
thirty-five percent between 1977 and 1979.  This increase, however,
did not reflect a growing demand for telephone service during this tinme
period. Instead, the greater number of mainstations indicates the in-

crease in plant, equipment and facilities which permtted nore of the
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Tabl e 37
TELEPHONE MAI NSTATI ONS

GLACI ER STATE TELEPHONE COVPANY
Average Monthly Nunmber of Mainstations

Average Nunber

Year of Muinstations
1977 5,118
1978 5,824
1979 6, 888
Source: dacier State

Tel ephone Co.

GENERAL TELEPHONE COMPANY
Average Monthly Nunber of Mainstations

Average Nunmber

Year of Mainstations
1977 N A

1978 1,5191
1979 1,539
TRased on two nonths of data
only.

Source:  General Tel ephone
co.
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unnmet denmand to be met. Waiting lists for telephone service decreased
significantly over the same time period, suggesting that total demand
did not increase between 1977 and 1979.

Data for Ceneral Telephone Conpany in Seward were limted and
inconplete. No analysis was conducted on these data.

Connections for water and sewer service for the various cities on
the peninsula are shown in Table 38. Homer sewer connection increases
closely followed increases in water connections, seventy-three percent
conpared with seventy percent, respectively, between 1976 and 1979.
Gowh for both types of service was reasonably constant over the
years and primarily reflected the expansion of the water and sewer ser-
vice areas. The cost for water to residents did not rise during this
period and Homer was able to supply water to the vessels w thout any
rationing or other use curtailments for its users. The situation did
pronpt the city to initiate construction of a large water storage tank on
the spit for future users.

Water and sewer connections in Kenai reflect a simlar pattern; the
average number of connections increased forty-five percent for sewer
service and forty-five percent for water service. Increases were even-
|y spread over the four-year period and reflect, primarily, service area
expansions.  Soldotna, Seward and Seldovia showed only nodest in-
creases in water or sewer connections between 1978 and 1979. Water in
Kenai was sold from a private source and therefore, except for overall
groundwat er availability in the area (which is a problem, did not affect

residential or industrial users.
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Table 38

SEVER
AVERAGE MONTHLY CONNECTI ONS
(Residential and Non-Residential)

Year Homer Kenai Soldotna Sel dovi a

1976 232 475

1977 279 549

1978 341 622 2791 144

1979 401 687 288 174
WATER

AVERAGE MONTHLY CONNECTI ONS
(Residential and Non-Residential)

Year Honer Kenai Soldotna Sewar d Seldovia
1976 307 506 603

1977 379 578 6i 5°

1978 453 656 2451 632° 209
1979 521 731 258 642 205

IBased on Septenber through Decenber data only.
M ssing Novenber .
Missing August .

Source: City offices - Honmer, Kenai, Soldotna, Seward,
Seldovia.
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Airport Activity. Take-of f and | anding data for the Kenai

Municipal Airport are given in Table 39. These data provide break-
downs of itinerant and local airport traffic from 1975 through February
1980.  Air taxi traffic showed the greatest change between 1975 and
1979, with an increase of 184 percent. Mst of this occurred from 1975
to 1977, There was only a twenty-six percent increase after 1977. Al
other categories showed smaller increases from 1975 to 1979, with peaks
occurring either in 1977 or 1978. General aviation grew only seven
percent for the whole tine period, with a two percent drop after 1977.
Itinerant mlitary traffic increased thirtyfive percent overall and fell
twenty-one percent after 1977. Local civilian traffic showed the |argest
overall growth (after air taxi) since 1975, however, the 1979 traffic
| evel was thirty-four percent |ower than 1977.

Only Wein Air Al aska data are provided for the Honer Airport.
These data are shown in Table 40. Passenger activity has fluctuated
since 1971, reaching a peak of 6,170 in 1972 and a low of 1,221 in 1974.
Passenger traffic has increased steadily since 1974, growing over 128
percent.  Freight levels also peaked in 1972 and have fluctuated each
year since then. The 1979 level of freight represented a sixty-eight
percent decrease over the 1971 level. Total Iandings were highest in
1971, reached a low in 1977 and remained constant (203 |andings) for
1978 and 1979. As indicated in the previous chapter, oil conpany per-
sonnel were transported to Homer by Kenai-based charter aircraft and
on Win Air Alaska. However, the demand on the commercial airlines
was not sufficient to increase the nunber of flights.

Port Use. As indicated in the previous section on petrol eum

activity (Table 10), the Homer dock and the Nikiski dock were used as
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Table 39

KENAI MUNI Cl PAL Al RPORT
TAKE- OFFS AND LANDI NGS
Annual Total s

[tinerant Local
Al r Alr CGener al

Year  Carrier Taxi Aviation Mlitary Cvilian Mlitary Tota

1975 4 10,306 30,420 580 10, 070 1,608 52,988
1976 8 16, 882 39,293 592 19, 278 2,491 78, 544
1977 65 23,208 40, 459 995 22, 745 2,412 89, 965
1978 73 23,511 40, 636 674 20, 132 2,390 87,425
1979 275 29, 309 32, 466 783 14, 992 792 78,617
1/ 80 24 1, 897 1,172 63 606 92 3, 854
2/ 80 12 2,157 1,408 71 1,214 116 4,978

Source: Gty of Kenai.
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Tabl e 40

\ HOVER Al RPORT
(Wein Air Alaska)

Nunber of Frei ght Mai | Total Freight
Year Landi ngs Passengers (tons) (tons) and Mai
1971 1,061 5,078 74.62 11.70 86. 32
1972 869 6,170 121.69 16. 63 138. 32
1973 449 3,098 52. 46 14.91 67.37
1974 187 1,221 34. 64 12 35. 36
1975 219 1,321 59. 53 1.52 61. 05
1976 197 1,409 26. 58 8.18 34.76
1977 174 1,530 31.93 8.10 40. 03
1978 203 2,120 16. 41 3.54 19. 95
1979 203 2,785 23. 84 .19 24.03

Sources: Airport Activity Statistics of Certified Route Air Carriers. Cvi
Aeronautics Board and Federal Aviation Adm nistration

Wein Air Al aska




121

the primry points of supply for the drill rigs. The N kiski dock is
privately owned and was built to service the petrol eumindustry. The
addi tional |oad inpoased by activities in lower Cook Inlet did not pre-
sent any problems. In fact, the business was wel comed because upper
Cook Inlet activity has dimnished over the past few years. Mst of the
supplies for the rigs passed through this dock as the revenue figures
in Figure 10 indicate. The primary use of the Honer dock was for re-
plenishing supplies of “fresh water.  Statistics indicate that dockings
averaged 26.6 visits per nonth over a period of fourteen nonths. This
isalittle less than one visit per day. The dock can accommodate two
to three vessels at a tine, and dock stays by the vessels were mni-
mzed since they primarily obtained only water. Thus, according to the
Homer Gty Dock manager, the facilities were never strained, even
during the busiest times. In addition, the boats required very little
| abor for only a short time (mainly to connect water to the vessels), so
no extra men were required to service the vessels.
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PRI CE BEHAVI OR

Wiere a project has a significant short-run economc inpact on a
| ocal or regional econony, one manifestation of this inpact is on the
price of goods and services, including |abor services. Because all
goods and services are not perfectly nobile at nonsignificant transporta-
tion costs, it is likely that some local/regional prices will reflect this
relative inmbility and increase nore rapidly than prices in general

For exanple, the Trans-Alaska Pipeline project (TAP'S ) significant-
ly affected the rate of inflation in Southcentral Alaska and, more speci-
fically, in Anchorage. Table 41 conpares the Anchorage and U.S.
CPI's for the years 1974 to 1980, Prior to 1974, Anchorage prices had
been increasing at a slower rate than overall US. prices. This fact is
evi denced by a CPI value 11,2 percent |ower than that for the US
But, by 1974, the Anchorage CPI was increasing at a rate 17.9 percent
in excess of the U.s rate. In 1975 the difference is 63.2 percent and
1976 28,8 percent, so that by January of 1977 there is only a 3.5 per-
cent difference between the two indexes.

Since 1977, the rate of inflation has generally been |ower in
Anchorage than for the U.S in general. This |ower rate indicates both
the supply side response to TAP's and the post-TAP s recession
Anchorage is essentially an open econony with respect to the contiguous
U.S. and inports from there reflect production costs plus transportation
charges. Prices of these inports are largely exogenously determ ned,
hence this portion of the local inflation rate is inported. Endogenous

price determnation is nore characteristic in markets for land, housing



Tabl e 41
PRI CE | NDEX COWPARI SON:  ANCHORAGE/ U.  S.
1979- 1980
Rat e of
% % % % % % Change
Dat e 74 Change 75 Change 76 Change 77 Change 78 Change 79 Change 80 1974- 80
JANUARY LABOR
| NDEX
Us.
Al Items 139.7 11.7 156. 1 6.8 166. 7 5.2 175.3 6.6 186.9 9.5 204.7 13.9 233.2 8.9
Ancho rage
Al Itens 125.6 13.8 142.9 11.1 158. 8 6.7 169. 4 5.8 179.2 10.5 198.1 10.1 218.2 9.6
Food and
Bever age 133.9 20.2 161. o 6.8 171.9 3.9 178.6 7.7 192. 4 22.3 235. 4 7.7 253.5 11. 22
Housi ng 124.9 10.7 138.3 12. 4 162.4 5.4 171.1 3.6 177.3 10.8 196.5 10.6 217. 4 9. 67

Transportation 114.8 11. 4 127.9 10.0 140.7 10.9 156.0 7.9 168. 4 9.1 183.8 14.6 210.6 10. 64

XA
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and the provision of l|ocal services, although inports provide some
conpetition.

Locational advantages lead to rising local land values which, in
turn, are enbodied in housing prices and rental rates not totally aneli-
orated by inmport substitution (in this case purchasing inports rather
than local goods: rmobile homes, for exanple),

In the |abor market, local lack of anmenities and higher living costs
result in higher nomnal wage rates. Gven the relative mobility of the
| abor force, these higher nomnal rates can, for only short periods of
time, be captured as higher real wage rates. The immigration of
workers during the TAP's years attests to the openness of the A askan
| abor market.

Unfortunately, no CPl exists for the major communities of the
Kenai Peninsula. Mich of the discussion of price effects nust be infer-
ential, rather than based on a scientific sanpling of itens. The U S./
Anchorage CPl relationship is not unlike what one should expect be-
tween Anchorage and the various Kenai Peninsula comunities. Como-
dities freely traded between the regions should show approxi mtely the
sane price trends: any difference would be largely due to changing
transportation costs and/or growing |local conpetition over time. Land,
being the least mobile resource, would reflect the interregional dif-
ferences in demand associated with a particular project such as the
Lower Cook Inlet sale. These higher land prices would be reflected in
hi gher housing prices and apartment rentals.

As presented in another section (Business Cycles/Fluctuation)
assessed real property valuations rose throughout the Kenai Peninsul a

during the 1976-79 period. This real estate boomwas attributed to
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TAP' s and the Collier plant construction. It was also argued that sone
of the increased real property valuations in the Homer area were attri-
buted to speculative buying in anticipation of oil discoveries in the
Cook Inlet.

Table 42 represents an attenpt to further neasure activity in loca
real estate markets. The totals in this table represent a summary of
advertisements for the different categories of real estate transactions.
Coviously, this is less than a perfect index of real estate activity.
The sunms were derived at by totalling the ads in a given edition of the
respective newspaper for each nonth. Even though sonme double
counting is involved, the grow ng or decreasing volune of advertise-
ments does serve as an indicator of the aggregate level of activity.
The question is: how should the changing levels of activity be inter-
preted for the various categories, as both supply and demand el enents
are reflected in the ads.

The Homer statistics are relatively unanmbiguous and reflect a
general increase in activity throughout the period. Data on vacancy
rates and authorized housing units support the bullish view of the
Homer housing (real estate] market during this period. Housing units
authorized in 1979 showed a twenty-three percent increase over 1978
(see section on Business Cycles/Fluctuations). In addition, apartmnent
vacancy rates in Homer for 1979 were |less than fifty percent of Kenai's
vacancies and substantially less than vacancies in Soldotna. \Wen
eval uated in trns of the relationships to |ower Cook Inlet oil-related
activity, itis interesting to note that these housing data correspond in
timng to the peak level of exploration activity. Table 42 indicates a

| evel of activity that probably includes some specul ative activity associ-
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Tabl e 42
HOUSI NG MARKET | NDI CATORS*

Homer
Nunber of Houses Nunber of Houses
or Apartnents or Mobile Homes Nunber of Lots
Year for Rent For Sale for Sale
1977 76 135 300
1978 143 240 588
1979 179 240 542
Kenai
Nunber of Houses Nunber of Houses
or Apartments or Mobile Hones Nunber of Lots
Year for Rent For Sale for Sale
1977 99 548 296
19781 (195) (199) (72)
1979 499 326 160

*These represent numbers of ads and not necessarily separate housing
units or land parcels.
1six nonths only.
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ated with the lease sale; other available data do not support the
contention that this activity increase was demographical ly generated.

The Kenai statistics are mxed, but indicate an earlier peak
(1977), then a decline. The dramatic increase in rental advertising,
conbined with the reduction in the other categories, appears to reflect
excess capacity in the rental market and a slowdown in other real estate
sectors.  The timing is congruent with the TAP's slowdown and the
conpletion of the Collier addition. Qther housing data reinforce this
conclusion.  Authorized housing units in the Kenai/Soldotna area de-
clines froma peak of 444 in 1977 to eighty-seven to 1979, a drop of
over eighty percent. One mght also suspect that some units were
transferred fromthe sale category to the rental category, as the rea
estate market switched froma seller’s to a bu yer's market. Vacancy
rates were also higher in 1979 than the previous year.

Tables 43 and 44 provide some indication of price behavior in the
| abor market.  Nominal wages increased for all labor categories from
1975 to 1977, a period influenced by TAP's and Collier construction. In
1978, a number of inportant categories show a decline in nomnal wages
with construction being the nost dramatic with a twenty-seven percent
decline. Categories showing strong gains are transportation, comuni-
cation and utilities (TCU) with 16.5 percent, followed by the federa
governnent at 12.2 percent and agriculture with 11.8 percent.

Table 44 reveals that mning, TCU, federal governnent, state and
| ocal governnent, retail and agricultural sectors registered real gains

(as neasured by the Anchorage CPI) between 1977 and 1978.
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Tabl e 43

AVERAGE ANNUAL WAGES PER WORKER
Kenai-Cook | nlet Division
(Current Dol lars)

1975 1976 1977 1978

M ni ng 28,078 31, 406 31,473 32,958
Contract Construction 26, 762 28, 852 33, 246 24, 260
Manuf act uri ng 15, 105 18, 346 20, 033 21,178
Transportation, Communi -

cation and Wilities 25, 089 27,750 29,525 34, 409
Tr ade

Whol esal e 21, 840 26, 439 25, 582 24,392

Ret ai | 9, 106 10, 363 10, 815 11, 379
Finance, Insurance and

Real Estate 10, 351 11, 929 14,172 14,503
Servi ces 12,595 15, 871 17,518 16, 780
M scel | aneous 21,841 25, 125 34, 320 23, 880
Gover nnent .

Feder al 16, 711 18, 085 20, 408 22,8391

State and Local 14,118 15,773 16, 992 18,503
Agricul ture 6, 000 7,000 8, 500 10, 000
Total Average 18, 207 20, 942 23, 427 21, 384

Tncludes wages and salaries for mlitary and related federal civilian enployment.
Source: Situation and Prospects, January, 1980, Kenai Peninsula Borough.
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Table 44

AVERAGE ANNUAL WAGES PER WORKER
Kenai-Cook I nlet Division
(1967 Dol | ars)

1975 1976 1977 1978

M ni ng 18, 595 19, 232 18, 067 18, 109
Contract Construction 17,723 17, 668 19, 085 13, 330
Manuf act uring 10, 003 11,235 11, 500 11,636
Transportation, Communi -

cation and Wilities 16, 615 16, 993 16, 949 18, 904
Trade

Whol esal e 14, 464 16, 190 14, 685 13, 402

Ret ai | 6, 030 6, 346 6, 208 6, 252
Fi nance, Insurance and

Real Estate 6, 855 7,305 8,135 7,969
Servi ces 8, 321 9,719 10, 056 9, 055
M scel | aneous 14, 464 15, 386 19, 701 13,121
Gover nent

Feder al 11, 067 11, 075 11,715 12, 549

State and Local 9,350 9, 475 9,754 10, 166
Agriculture 3,974 4,287 4,879 5, 495

Total Average 12,058 12,824 13, 448 11,749
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Federal and state wages are determned exogenously, hence are not
influenced by regional economc activity, although the measure used
here could increase if the conposition of federal and state enployment
was affected by the Lower Cook Inlet sale, Mning and TCU are the
sectors nost likely affected by the level of activity associated with the
Lower Cook Inlet sale. These are also the sectors with the nost
speci alized | abor skills and with unions that coul d take advantage of
regional/local market conditions,

The survey of local food prices consisted of recording nonthly

advertised prices in the local newspapers (Honer News and Peninsul a

Qarion ).  The categories on which data were collected were: neat/
poultry/fish, selected fruits and vegetables, grains and bread, dairy
products, sugar and coffee. These prices noved in the same direction
and approxi mately the same magnitude as the food and beverage com-
ponent of the Anchorage CPI. The interregional nature of the market

for these commodities would |ead one to anticipate this result.
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M TI GATI NG MEASURES

This section addresses the efforts by the local comunities to
mtigate the inpacts which could arise from activity associated with the
Lower Cook Inlet Lease Sale. Because of its proxinty to the sale site,
as well as the fact that it was not already engaged in oil-related activi-
ties, Homer probably devoted the nost tinme and effort to inpact analy-
ses and planning. If one is willing to accept the local newspaper

(Homer News) as a mirror of the comunity for the period under s

cussion, the reflection one sees is a community undergoi ng change and
divided by the potential futures inplicit in change. That this is so
shoul d not be suprising, as the potential futures (as perceived in 1977
and 1978) contained different distributions of benefits and costs for
residents and potential residents of Honer.

According to \Wbster (Webster's Seventh New Col | egiate
Dictionary, 1976), inpacts are “(la) an inpinging or striking (as one
body against another); (lb) a forceful contact, collision or onset . , . ;
2) the force of inpression or operation of one thing on another: ef-
feet. ” In any case, the operative definition of inpact seems forcefu
and, on bal ance, negative. More inportantly, the community was in the
mdst of a debate over potential, not actual, inpacts. The same source
defines mtigate as “(l) to cause to becone less harsh or hostile: molli-
fy; or 2) to mke less severe or painful: alleviate. ”

Mich of the Gty Council’s tinme during the 1977-79 period was de-
voted to discussing ways of mtigating the inpacts of potential growth
on Honmer. The oil industry was viewed as a major potential source of

these inpacts. It should not be surprising that a community concensus
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was not reached concerning the desirability of economc growth for the
area or a particular growh strategy. Nor was the community able to
resol ve its anbi val ence towards oil-related economic growth. As of this
witing, only the lack of an oil discovery has spared the comunity
from dealing directly with oil-related growth issues,

A community’s inability to directly address the oil/growth issue is
the result of the anbiguous nature of socioeconom ¢ inpacts. They are
sel dom all bad or all good, and have inportant and often subtle affects
on a communit 'S level of real income and wealth. These effects are of-
ten redistributed among the community’s resident population; conse-
quently, the devel opment of a political concensus |eading to well-defined
grow h strategy with effective mtigating measures for “negative im
pacts” is unlikely, Negative inmpacts, in one person’s view, may mean
real income or wealth for another (rapidly rising land prices or rents,
for exanple). Thus, “mtigation” involves significant incone and weal th
distributional issues. Zoning benefits sone, but reduces opportunities
for others,

This anbival ence toward perceived alternative futures is illustrated
in the various planning documents of the local communities as well as
articles, editorials and letters to the editor in the local newspapers.
The newspaper articles not only reflect what was happening in the re-
gion, but the reports of conmmunity meetings and letters to the editor
provide insight into the comunity’s attitude toward the proposed pro-
ject (i. e. , Lower Cook Inlet sale). The planning documents represent
the transformation of the comunit y's attitudes into nmodes of action/in-
action expressed in the comunit y‘s political process and represented

by the planning docunents,
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This section will survey a nunber of comunity planning
documents.  The focus of this survey is on the manner in which these
plans incorporate information related to the 1977 Lower Cook Inlet sale.

Six plans have been analyzed: Gowth Mnagenent Strategy, Seward

(1979),  Sol dotna Conprehensive Devel opnent Plan (1979), Homer

Drai nage Management Plan (1979 ), Master Plan for Roads and Streets

(1979), The Homer Conprehensive Plan (1978) and, finally, Soldotna
Traffic and Access Plan (1980).

O the planning docurments reviewed, the Seward G owth

Managenent Strategy (1979) attaches the |east inportance to the Lower

Cook Inlet sale. The basic growth scenario includes inpacts associated
wth sales in the @Qulf of Al aska, Kodiak/Al eutian area, Lower Cook
Inlet and other Kodiak sales. Enployment in the Seward area is pro-
jected to grow at between 7.5 percent and 1.8 percent per year during
the 1980°’s. The Lower Cook sale is not assumed to significantly affect
these growth rates. At best, the sale may generate sonme port activity
in Seward as goods may be shipped fromthe Lower 48 to Seward, then
transported to the rigs in the Lower Cook Inlet.

The Sol dotna Conprehensive Devel opment Plan (1979) extensively

addresses the potential inpacts associated with the Lower Cook sale.

Page IIl- 7 states the basic presunption underlying the document’s anal-

ysis of the sale's inpacts:

At this point intim, it isdifficult toplot the
devel opment of CQuter Continental Shelf activity until
it is known if gas and oil reserves are located in
the Lower Cook Inlet to any significant degree.
The second forecasting problemis determning the
| ocation of the Permanent Supply Base and G| Ter-
mnal.  Nikiski appears to be the |eader for the
Permanent Supply Base and 0Oil Termnal. It is the
only port city located on the west side of the
Peninsul a capable of handling the marine traffic
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requi red for the Permanent Supply Base and
al ready has storage facilities with tanker docking
capabilities

The basic enploynent forecast contained in this plan assumes that
oil and gas will be found in comrercial quantities in the Lower Cook
Inlet and Nikiski will be selected as the permanent supply base. The
net effect of this assunption is to increase the growth rate of
Soldotna's enpl oynent and popul ation from ten percent per year through
1995 to 11.6 percent per year. The document contains no discussion as
to how this incremental difference was derived

Because the baseline forecast of enployment contains a number of
ot her exogenous assunptions that influence the |ocal econony, itis dif-
ficult to attribute specific recomendations to the Lower Cook sale
The plan recomrends the devel opment of an industrial park as a com
ponent of’ an economic¢ diversification strategy for Soldotna. Zoning is
to be used to protect the integrity of residential neighborhoods as well
as encourage the devel opnent of a central business district. New parks
shoul d be oriented towards neighborhood use.

Additionally, it is recommended that some new comunity facilities
be constructed (city hall/public safety building) in a central [ocation.
School system and health care facilities appear adequate for any "rea-
sonable" range of future growh paths. Finally, the plan recomends a
doubling of the nunmber of fire trucks and operating personnel by 1985.

It is very difficult to evaluate this planning docunent as a basis
for recognizing or instituting mtigating measures. The docunent’s
anal ytic foundations are confused and anbi guous. The selection of the
11.6 percent as opposed to the ten percent growh rate (a sixteen per-

cent increase) as representative of sale-related influences is not analy -
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tically  support ed. Therefore, it is inpossible to judge its

reasonabl eness.

The Honer Drainage Managenent Plan (1979) analyzes the city’'s

exi sting drainage system and devel ops a management plan with design
criteria and approach to facility construction. The plan was instituted
because “. . . recent rapid devel opment and expected future growth
have pronpted |ocal concern over storm water drainage control in
Honer. " (p. 1) As the follow ng exerpts indicate, the plan explicitly

recogni zes the potential inpact of the Lower Cook sale on the loca

conmuni ty:

A federal oil and gas |ease sale, held in
Cctober 1977 has resulted in offshore exploration
activity near Homer. The Honmer city dock is
located approximtely forty miles from the centra
area of the lease sale and the City wi |l experience

econom ¢ and popul ation inpacts if oil and “gas are
di scovered and devel oped.

As of spring 1979, two drilling rigs were
operating in Lower Cook Inlet, with no reported
discoveries. During the exploration phase, Homer
wll provide water and fuel for supply boats and
the Honer Airport will serve as a transfer point for
drilling rig crews. If mjor discoveries are made,
there wll be an increasing demand for onshore

facilities, staging areas and dock space in the
Homer area. " (p. 10)

Even though there is a potential for substantial inpacts related to

oil, the plan recognizes that other factors will also shape the devel op-

ment of Honer’s econony:

In addition to the economc potential of both
bottomfish and oi |l devel opment, the retail services
and trades are grow ng enpl oynent sectors. Be-
tween 1976 and 1978, a total of forty-six comercial
building permts were issued. These included the
construction of a new shopping mall, office space
and a bank branch.  Tourism and recreation area
al so increasing, with nost tourist-related comercia
activity located on Pioneer Avenue and on Homer
Spit. " (p. 10)
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Qovi ously, the pipeline boomwas influencing Honer’s econony.
The tourist-related sectors benefited fromgrowh in the Anchorage
area. |In sone respects this boomwas creating some of the capacity in
the local infrastructure that would be needed if commercial quantities of
hydrocarbons were discovered in the Lower Cook Inlet.

The Hamer_Master Plan for Roads and Streets was conpleted in

Cctober 1979, The preface states that:

The conpilation and establishnment of a Master
Roads and Streets Plan is tinely because of the po-
tential inpact of oil devel opment and bottonfisheries
on the Gty of Homer. The Plan will provide a
guideline for orderly growth and hopeful ly enable
the Gty to react to demands on the transportation
system as they occur and predict and correct
future  problem areas before they  present
t hensel ves,

Furthernore, the introductory chapter defines the scope of the
plan and the mgjor recomendations as:

Scope of Work

The Scope of Work of this study is to establish
the existing conditions of the transportation system
anal yze the present demand and denote problem
areas; thence, to establish a master plan for roads
and streets for the City of Homer.

Recommendat i ons

As a result of the study, it is reconmended
that the Master Roads and Streets Plan be adopted
bP/ Pl anni ng Conmi ssi on and Council action. The
Plan as represented should provide a guideline for
devel opment within the City and should be conti nu-
ally reviewed and updated as the travel patterns
devel op and change as the City grows. The Pl an
should further be submtted to the Kenai Peninsula
Borough requesting concurrence with the route
classification contained herein for the preservation
for route continuity.

As by-products of this study, the follow ng
concl usi ons and reconmendati ons are present ed:

1. The City initiate a traffic count program
for acquisition of traffic volumes and flow
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characteristics and provide for a
permanent and continuous data to noni-
tor, assess and evaluate the function of

the surface transportation systemwthin
the Gty.

2. Performa detailed field investigation,
including field survey control soils anal-
ysis, research establishment of existing
grades and alignment and prelimnary de-
sign of the principle roads within the
Gty.

3. Set policy guidelines on the function and
use of the Honmer Spit. This effort
shoul d be acconplished because of the
growi ng and diverse demands presently
bei ng Placed upon this nost unique fea-
ture of the Gty. Since traffic volunes
are directly related to land use, quide-
lines should be established to govern or
control the long-termuse of the |and
along the Spit and therefore the corre-
sponding traffic demand . . .” {(p.3,4)

Chapter IIl of the plan, entitled “System Loading Variables, "
explicitly recognizes the nature of potential inpacts contingent upon
hydrocarbon discovery. The follow ng exerpts illustrate the author’s

perspectives on a future with oil

It is of particular inportance that these
figures be nonitored because of the direct correla-
tion of trip production and popul ation growth. Be-
cause of the recent trend state-w de, of receding
growth and stabilizing econony, it may be antici-
pated that the growth rate for Honer will again
stabilize at approximtely seven (7) to seven and
one-half (7% percent. This, however, depends on
the present status of the econony in the area and
potential industrial growh. Two events, presently
underway, nmay have an inmediate inpact on the
popul at i on: the devel opment of additional pro-
cessing facilities and enlargenent of the port facili-
ty on the Homer Spit. These endeavors will pro-
vide not only an inmmediate inpact on the popul ation
and econony, but may act as a stinmulus to further
devel opment. G| related developnent in Cook Inlet
of fshore and shore devel opnent in the Central Kenai
Peninsula will have a direct effect on Honer. Be-
cause of the deep-water, year-around port facili-
ties, the inpact will center on the Spit and may
rely heavily upon the Honer area as a staging area.
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In either case, the population should nore than
double with an average growth condition of seven
(7) to seven and one-half (7%) percent by 1980

The potential econom c inpact from major
industrial growth will have a nmultifold effect. It
may be assuned that immediate inpact will draw
from existng available workers. This is espeially
true of fisheries related industry. The effect on
the transportation network will be to increase trips
fromthe established areas of the Cty.

Review ng the building permts authorized for
1978, the mpjority of devel opment has occurred in
the established areas of Homer where, coincidental-
|y, public water and sewer are available. This im
pact will necessitate, to some degree, the inprove-
ment of several road links within those areas
between East H | Road and West H |l Road north of
gi oneer Avenue between Main Street and Lake
treet.

Q1| related devel opment, if we assume the use
of Homer and its facilities as a staging or distribu-
tion area, Wl have the nost inpact on the area
east of the Homer Airport. Designated industrial
zone, the area offers relatively large tracts of |and
suitable for warehouses, storage yards, etc.

Providing proper access to the area would be
the major problem for the area is served adequate-
|y only by Kachemak Bay Drive. Access fromthe
north to provide a better through novenent
through the central core of the Gty for truck traf-
fic should be provided.

In  sumary, the inpact of  economc
devel opment directly affects the transportation net-
work, specifically In those predom nately residential
areas in the central core of the Gty and the indus-
trial area east of the airport. .

It should be noted that the recreational
demand, in volume, on the Spit may eclipse the
work- related activities during the peak recreational
periods and that during fishing seasons these trip
characteristics my change substantially.

Using these data as a base condition, one may
potential |y assess the inpact of substantial indus-
trial growth on the Spit. Should oil-related indus-
tries cone into being, a greater demand may be ex-
pected fromthe east end of the City because of the
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| ocation of the industrial zoned area and al so
further to the east, outside the City limts, because
of the availability of large undeveloped tracts of
land. The growth in the fisheries industry, being
Homer resident, will reinforce the trip distribution
characteristics determned by this study and as
popul ation grows and residential devel opment occurs
the travel patterns to the Spit will follow
accordingly.

In this vein, any increase in trips generated
by industrial activity on the Spit will place an ever
i ncreasing demand on the Spit Road, the only route
that traverses the Spit and provides access to it.
Coupled with the increasing recreational demand
the Spit Road has the potential of becom ng inade-
quate to nmeet these demands and its function as a
State H ghway may be curtailed and an evolution to
a high volune, |ow speed, facility may occur.
Therefore, discussions should be undertaken to
determne the future of the Spit and its corre-
sponding transportation links. The time wll pre-
sent itself when the Spit Road will either have to
be expanded to four (4) lanes to neet the volune
demands, or to regulate and control the demands
such that expansion of the facility need not occur
Further, the capability of the physical expansion of
the facility may be reduced due to the econom ca
and environnental stability of the area.

This plan clearly recognizes the potentials associated with OCS activity.
The problemis in the nature of the activity. Because of the wde
variation in potential outcones, oil activities are extrenely difficult
planning problems. The Lower Cook Inlet sale offered the |ow proba-
bility of a 2.6 billion barrel discovery and the high probability of no
discovery. In an expected value sense, the optimal plan may assume
only nodest oil-related inpacts even if oil is discovered.

Homer' s Conprehensi ve Development Pl an Revised (1978) also

recogni zed potential OCS inpacts. To quote fromthe preface:

The purpose of this Revised Conprehensive
Devel opment Plan is to provide the comunity wth
an outline denoting the cit y's present situation,
probably changes due to forces both internal and
external which will reflect on the evolution and
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character of Homer, and recommended nethods for
coping with these changes as they occur.

A special section in the plan discusses O0CS devel opnent and
recommends that the city nonitor exploratory activity and be prepared
to deal wth:

1. crinme related to unemployed Wworkers and indigent wor kers
(presumably attracted by oil-related activities)

2. increased al cohol abuse and related problens

3. escalating land values and rents

4, inflationary effects on comodity and service prices

5. traffic congestion

6. demand for tenporary housing and canmpground congestion

The nost obvious local resource that would be directly influenced
by oil development is the Homer Spit. Issues relating to the conpeti-
tive uses of the Spit (fishing, tourism oil) surfaced continually at
counci| meetings during the 1977-79 period, but the plan only mentions
the need for a Spit land use plan to allocate the Spit's limted access
space,

Chapters IV (Business and Economcs) and V (Community Facilities
and Services) discuss the oil developnent possibilities using scenarios
drawn from CH2M Hll's “Offshore G| Developnent in Lower Cook Inlet
Inplications for the Kenai Peninsua, 1978. " The discussion focuses on
the range of potential inpacts. Particular recognition is made of the
i npacts of developnment on the local housing market, which at the tine
of the plan's presentation was extremely tight and characterized by lit-
tle excess capacity. It should be noted that the plan’s baseline growh
rate was seven percent per year wthout oil devel opment and was pro-

jected to nore than double with oil developnent. In addition, the plan
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asserted the need for significant infrastructural investnents if oil
devel opment was to occur. Finally, it was stated that there was a need
for a constant updating of the plan as OCS activities proceeded.

Al of the plans reviewed in this section adopted the mninmumim
pact strategy with the caveat that inportant revisions would be neces-
sary if oil was discovered. Only the Soldotna Conprehensive Plan
assumed a conmercial discovery as part of its baseline scenario. Even
in this case, it was not possible to assign specific recomendations to
the assumed COCS activity.

Perhaps one should not expect too much from planning docunents.
After all, they are expressions of comunity preferences and goal s and
only secondarily analytic documents. Their worth as planning tools is
dependent upon the way in which they assimlate and synthesize analy -
tic information. In this respect, the Honer planning docunents fare
better than the others reviewed here. They are explicit in their recog-
nition of OCS activities and relate specific proposals to these activities.

Local newspapers were reviewed for Homer (Honer News), Kenai

(Peninsula Carion) and Seward (Phoenix Log). AIl feature stories,

editorials and letters to the editor related to the Lower Cook Inlet |ease
sale are summarized and presented in this section. The Honer news-
paper constantly addressed the Lower Cook Inlet sale and its potential
inpacts.  Very few comments or articles were witten in either the

Peninsula Carion or the Phoenix Log.
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Journal of Homer News Articles

1977 ®
27 January
p.1 “City council neeting receives plan”
[

Synopsis:  CH2M Hill presents water and sewer plan for
the city with special enphasis on facilities needed for the
Spit.  Population growth rate projected at seven percent,

assunmng no oi | devel opment.  Popul ation to reach 5,000 in

five years. Present system adequate for popul ation of 4,300.

If Spit becomes base for supply boats, water demand iS pro- e
jetted to double over non-OCS scenario; therefore, Honer

woul d need two new treatment oplants wWithin ten vears. CH2M

Ik;"'llld ][eqcl)ntrrends that city apply for ocs inpact nonies to

uild facilities.

p.5 Letter to editor telling readers where to wite if they .
oppose sal e.
3 February
p.1 “Inlet oil sale taken to court”

Plaintiffs are:  English Bay Corporation, North Pacific
Fi sheries Association, Trustees for A aska, Friends of the
Earth, Al aska Conservation Society and two |ocal residents,
Gain and Bill Bledsoe, Plaintiffs ask that the sale be halted
until ongoing studies of the |ower Cook Inlet are conpleted
and CzM is in place.

p.1 “Forum hears Homer on oil, land”

Al aska Public Forum held a town neeting in Homer, O
those participating, fifty-six present wanted a noratorium
placed on the selling of the state’s fossil fuel resources, while a
thirty-seven present wanted the resources |eased, but at a -
steady rate.

10 February

p.1 “O1l lease sale cancelled" o
Andrus announced cancellation of Lower Cook Inlet sale
for at least ninety days.
p.1 “Budget cut affects local habitat project”
Due to cuts in ADF&G budget, it appears that the o

Kachemak Bay Habitat Project office will be forced to nove
out of Homer, ADF&G officials will determne if the demands
of the Lower Cook Inlet sale justify the office remaining in
Homer .
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p.1 “Residents |ike Homer as it is”

~Article is based on a survey/study by Dr. M chael
Baring-Gould entitled “A Profile of Five Kenai Peninsula
Towns. " According to the survey, seventy-five percent of
the respondents wanted petrochem cal devel opsintdis-
couraged, seventy-two percent wanted to di scourage heavy
i ndustry and sixty-two Percent opPosed Honer as a supply
base for service boats. he survey tound that the citizenry
liked the size, beauty and atnosphere of Homer and generally
opposed oil- related devel opment.

p. 2 “Counci | discusses survey”

Professor Baring- Gould gave a formal presentation of
survey results.  Council then proceeded to have a |engthy
I nconcl usi ve di scussion over merits of OCS devel opnent.

p. 4 Editorial: “Some value from the survey”

~ Several notions emerged from Council discussion, of
which the nost predom nant was that control of Honmer’s
growth is out of the town's hands. Councilman Winn di sa-
?reed, noting that zoning changes were needed for the Spit
0 bhecome a support site. Editorial witer (Honer's mayor)
supported this view, also pointed out that nmuch of the dis-
cussion was not of controlling growth, but returning to the
past. This was not viewed as an option by the editor/myor.

24 February
p.1 “Baring-Could study out”

Further discussion of survey results.
p. 4 Editorial: “What the Baring-Gould study means”
Editor observes that survey results are inconsistent with

actions of the city government. He then advocates the need
to devel op a conprehensive plan and zoning ordinances.

p.5 Letter to the editor opposed to oil and gas devel opment
I n Kachemak Bay.
3 March
p. 4 Editorial:  “The value in study”

Stresses the need for the habitat project if oil and gas
lease sale is held.
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p.3

p. 4
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p. 1

p. 4

p. 5
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“News oOf Seldovia" col um

Professors Baring-Could and Heasly of the University of
Al aska, Anchorage, to talk on their study and chair a discus-
sion on issues facing Seldovia if Lower Cook Inlet sale is
held. The neeting was scheduled for the evening on the 25th
and 26th of March.

Editorial:  “Tinme for planning:

Editor/mayor exerts local officials and citizens to use
cancel [ ation period for planning.

"Waldez of ficials visit Homer”

Prof essor Baring-Gould plus two city officials from
Valdez met with Honer City Council and the Advisory Port
and Harbor Commi ssion. " The Baring- Gould study i's dis-
cussed in light of Valdez experience, ~ Valdez officials stress
the inportance of zoning as a neans of controlling growh.

Editorial: “The Valdez nessengers”

Lessons of Valdez: (1) You have to do sonething;
2) you nust first figure out what the alternatives are;
3) then you must find a consensus; and (4) then you nust
act. Homer potentially on the verge of a huge boom

Editorial:  “Qur own responsibility”

- Stresses the need for more city council neetings to deal
with oil-related growth issues.

“What kind of future?”

W1l Homer be able to control development if oil and gas
activities start?

“City officials to discuss oil growth”

city Counci| meeting scheduled for the 13th of April,
Agenda specifically oriented toward discussion of inpacts re-
lated to oil devel opnent.

“Habitat to remain in Homer”

~ ADF&G office to remain in Honer, It will be needed for
monitoring studies if the scheduled |ease sale is held.
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Editorial cartoon dealing with potential oil boom

Letter to editor discussing the Gty Council’s anbivalent
view toward oil devel opnent.

“Homer to be studied again”

Referenced study dealt with a second Gulf sale and the
need for a community inventory. People wanted to know why

simlar study wasn’'t done before proposed Lower Cook inlet
sal e.

Editorial: ™It was a beginning”

~ Gty Council conplinented for holding a neeting with two
advisory commssions (Planning and Zoni ng, Port and

Har bor), where the growth possibilities facing Honer were
di scussed.

“Citizens coalition of coastal communities”

Ctizen's groups formed to protect coastal resources from
adverse inpacts of devel opnent.

“Officials neet to discuss Honer's future”

Article reports on April 13th neeting where the Honer
City Council, two advisory conmssions, Kenai Peninsula
Bor ough JJ| anning director, nmayor (Honer) and city manager
di scussed the city's devel opnent options.

“Homerites talk with Andrus"

Reports on a meeting held in Washington, D. C. , wherein
Andrus 1 nformed menbers of local citizen's groups that a final

deci sion on whether to hold Lower Cook Inlet sale would be
made soon.

p.8 “Borough acqui res planning noney”

Kenai Peninsul a Borough received $150,000 from state.
The noney is to be used to help local comunities devel op
strategies for dealing with OCS inpacts.

“Lower Cook Inlet lease sale set for COctober”

DA announces plans to proceed with sale process and
sets date in Qctober.
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p. 20
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p. 4
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p.1
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p.4
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“Harbor faces crowding problenf

“Homer harbornaster asserts that harbor is too small to
handl e big boats such as service boats for oil rigs. There
are only 430 slips and already overcrowding is a problem

“Gty officials discuss policy”
Otg Council, Planning and Zoning Commission and Port
and Harbor Commi ssion rehash Baring- Gould study and the

communit y's attitude toward growth

“Drill rigin Inlet”

The Arco rig Ccean Ranger is reported forty-two niles
sout?mest of Homer. Rigis to be used for stratographic test
in sale area.

Editorial cartoon depicting stratographic test.
“Coastal plan - for better or worse”

A guest editorial describing CZMand its role in the
0cs |

"Oil-fishermen meet in Norway”

Homer News interviews NOAA official about North Sea oi
devel opnent.  Enphasis of interviewis on conflicts between
fishing industry and oil devel opment.

“Supply boats work out of Homer”

City is in the process of installing a new water main on
the Spit. Water will be supplied to workboats attached to
Ccean Ranger

"ARCO helicopter at Honer airport”

~ Helicopter used to transport personnel to Ccean Ranger.
It is scheduled to make two flights daily.

Editorial: “Stalled on crossing”

Editor notes that exploratory activity has comenced
whether or not Homer is prepared. The Gty Council is
chided for evading the issue and not developing a zoning
policy . Poor citizen turnout at council neetings also
di scussed.
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p. 11 “The Hollis Hedberg is here to look for oil”
The ship is scheduled to spend the sumer in the Homer
area. It is equipped to perform conplete seismc analysis.
23 June
p.1 “Mterline, recreation, topics of council discussion”
Counci | discusses needs for Arco rig and acconpanying
supply ships.  Water main and slip for 180 foot tenders
required
30 June
p.1 “Logging firm asks for Spit |and”
Local firmrequests storage space so it can ship logs by
boat. Discussion highlights land use conflicts in Spit.
7 July
p.1 “Ccean Ranger toured by Homerites”
Local officials and reporters tour the Qcean Ranger as
?uests of Arco. Agcord|n? to Arco, it costs $78,000 per day
or |ease and operating costs.
14 Julv
p. 4 Guest editorial from Anchorage Daily News: “End to the
charade”
, Di scusses the apparent lack of environmental and socia
i npact analysis prior to Lower Cook Inlet sale. Witer sug-
?ests that Alaska's D. C delegates exert pressure to correct
his oversight.
p.10 “Environs” colum
A discussion of environmental and fishing conflicts
attendant to OCS activity near Honmer. State recommendations
for Lower Cook Inlet sale are |isted.
p.11 “Local leaders meet with federal official”

The pending sale is discussed. The mayor asks for a
three to six month delay so that |ocal governnents can assess
needs and prepare for inpacts,



21 dJuly
p.1
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p.1

p-.1

p. 4

148

“Shi ppi ng company request raises questions on Spit
devel opment”

At previous week's council meeting, a shipping company
requested space on Spit for log storage. This use would con-
flict with other uses, including the storage of supplies for
the oil rig.

Editorial:  "Logrolling on the Spit”

Rai ses issue that decisions on Spit use not independent
of the vision of Honer's future. Resolution of use conflicts
will shape future of city.

Editorial:  “Wong tine, wong place”

Lower Cook Inlet sale is being held too soon. Delay
woul d al | ow everyone nore tine to prepare.

“Andrus: Inlet ready for sale”

Secretary comments during four day visit to Al aska,
including time spent in Honer.

“Seismc boat operators, fishermen neet”

Report on agparent conflict over use of certain areas
between survey boat and crab fishermen. Ten “incidents”
since My involving crab gear.

"Council says no to logs, no to tourists on Spit”

~ Council in trial vote refuses log storage or canping on
city owned |and.

“Counci| and Chanber focus on Spit use”

~ Honer Chanber of Cornmerce asks for public hearing on
Spit land use.  Chanmber disagrees with exclusion of tourist
uses on city owned Spit land. According to city attorney,
cancel lation of canpground lease is |egal.

Editorial:  “The Spit”

~ Witer focuses on the need for a land use plan and nore
citizen input into local government.
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11 August
p.1 “Save our Spit |eague organi zes”

A citizen's rqroup is formed to pronote and protect

traditional uses of the Spit (fishing and recreation) and to
exclude oil-related uses,

p.1 “Mayor vetos council action on Spit”

By a four to three margin, the council voted to cancel
current city leases and convert canpground to industrial uses
(log and rig supply storage).

p. 4 Editorial: "lst veto”

Mayor's veto of council action was first time power had

been exercised in cit y's history. Gl devel opment viewed as
the root of conflict over Spit use.

p.5 Letters to editor supporting veto action. Witers are
general |y anti-oil, anti-industrial developnent.

18 August
p. 1 “Tentative hearing set for Spit”

‘Homer Advisory and Pl anning Commissiong,fis}ets tentative
hearing date of 20" Septenber for confficts ‘oger Spit use.

p. 4 Editorial: “The Spit”

- Editorial witer/myor argues that nowis the tinme to
think of what Homer should become. Spit was, viewed as the
key to Homer's future.

25 August
p.1 “Counci| sustains mayor's veto’

One council nenber reverses previous vote, thus
uphol ding mayor and supports current city |leases on Spit.

p. 4 Letter to editor argues that industy can use its own
facilities located el sewhere in the peninsula.
1 Sept enber
p. 4 Editorial: “Boom town”

Witer wonders if the oil boom has already started.

Rapi d popul ation growth since 1975 led to water and sewer
probl ens.
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15 Sept enber
p.1 “Inlet |ease sale set”

DA announces that 135 OCS tracts will be offered on 27
Cct ober 1977

p.1 “Cook Inlet to become a marine sanctuary?”

Federal CZM officials meet with state officials to discuss
the possibility of nomnating Lower Cook Inlet as a marine
sanctuary.  This status will not preclude oil devel opment.

22 Sept enber

p.1 “Exxon unhappy with Lower Cook sale”

~ Conpany officers express displeasure with royalty
bi ddi ng system designated for some tracts.

p. 4 Letter to editor refers to Honer Spit Land Use Study.
Witer proposes a master plan for the Spit.

29 Sept enber
p.1 “Mayors don't [ike OCS |ease stipulations”

~ The mayors of Homer and Kenai feel that the |ease
stipulations do not give |ocal comunities enough information
for inpact planning.

p.5 Letters to the editor. Once again, Spit use is related to
the cit y's future. It is suggested that the city use a
1974 study by Unwin, Scheben and Korynta as a basis
for Flann|ng. It is argued that the city doesn't need oil
devel opnent .

p.12 “Counci| candidates field issues”

Spit use is the hig issue. Planning and new zonin
regul ations are suggested.  Newspaper poses a series o
questhons to the candidates concerning their attitude toward
growt h.

6 Cct ober
p.1 “Interior overrides state on Inlet |ease sale”

Sal e includes tracts that the state assumed would be
del et ed OMAH? to their environnental sen5|t|V|t¥ y. “DA also ig-
nored stipulations suggested by the state for the remaining
tracts.
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p. 1 “ARCO plans sublease of Monley's Spit |and”

Arco reveal s plan to subl ease city owned Spit |and for
the storage and transshipment of [ight goods to drilling rig.

p. 22 “Residents invited to coastal workshop”

~ State Coastal Policy Council to meet in Homer in order to
solicit local input for the devel opment of CzM standards.

13 Cct ober
p. 1 "0CS outl ook ‘not bad" says state”
Federal government added regulations allowng for
emergency shutdown of drilling operations.
p.1 “Coastal workshop to host local residents Thursday”
Article discusses agenda for the neeting with the State
Coastal Policy Council. Stress is placed on the inportance of
citizen input.
p. 2 “Manager calls questions on growth”
The city manager asks the city council to take a definite
stand on sewer and water extensions, port use and street im
provements.  Manager wants some council expression of a
growh policy.
p. 4 “Editorial:  “Agreement on oil”
~ Witer expresses concern over drilling safety and
efficiency of cleanup. \ants nore local control.
Editorial:  “Not ready for coastal planning”
The thirty nonth time period to develop a CZM plan is
too short.

Issue contained a special ten page filler with a
questionnaire entitled “Choices for the Coast. " Deals with
the devel opnent of a CZM pl an.

10 Cct ober
p.1 “Land use problens and school strife face borough”

There is a need to control devel opnent, I ndustrial
water problems are already surfacing in the borough. 1tis
agreed that sites for future energy facilities should be estab-
lished now. QG| discoveries in Lower Cook Inlet would accel-
crate growth throughout the borough,
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p.6
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“Lease sale off Homer set for next Thursday”

Sale to be held at Captain Cook Hotel. Bidding nethods
and expected bid amounts are discussed.

Editorial:  “The guns of February”

Ol activity inevitable given the pending sale and the
high level of industry interest.

Announcenent of AOGA sem nar planned for Novenber,
It will be an informational meeting explaining the oil in-
dustry to local residents

“Slide lecture at mseunt
Program called “Sea Life in Tanker Lanes.” Explains the

potential effect of tanker traffic in Kachemak Bay, Lecture is
scheduled for the 26th of Cctober.

27 Qct ober

p.1

p.1

p. 4

“Counci| acts on grow h”

City Council passes resolutions supporting noderate
expansion of city utilities and fully utilizing existing port
facilities.  Council supports the devel opnent of a master plan

“Homer turnout wants protection for coast”

Ctizens at last Thursday’s coastal policy meeting
ﬁﬁpreﬁs desire to protect coastal habitat and preserve Honer
ifestyle,

“Homer econony solid, says bank manager”

States that local economy grew thirteen percent this year
and predicts growh of thirteen to fifteen percent for next
year. Ol only plays a small role in projection, but that role
could change in the future

“New rule called drilling safeguard”

New federal regulations provide for further scientific
study of the sale area and permts additional drilling restric-
tions, if necessary. Secretary of Interior has authority to
suspend drilling activity.

Letter to editor by local citizen argues that state CZM
programis wasting too nuch noney.
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3 Novenber
p.1 “Bidding is enthusiastic, but erratic”

- Sale activity of previous Thursday is described. Anchor
Point tracts draw high bids.

p. 4 Cuest editorial from the Manchester, New Hanpshire,
New Leader: “Honmer, Al aska's Cape Cod”

Di scusses conflict over use of natural resources and the
otential threat to the fishery posed by the oil industry.

D rLage coul d occur to both the recreational and conmercial
i shery.

Letter to the editor entitled “Recreation pays”

Witer suggests the use of user fees for tourists wishing
to use the Spit.

p.5 “Cook Inlet background”
A discussion of the hydrocarbon geol ogy of the area.
p.9 “O activity mght someday nean direct freight, Sealand
says"

I ncreased volume of supplies mght generate enough

busi ness for direct delivery, rather than going through
Anchor age.

p. 11 “Senminar is offered on oil and gas”

AOGA' S four night semnar wll describe the oil industry
to the local townspeople.

p. 18 "Meetings" col um

Arco to show slides of the type of drilling rigs to be
used in the sale area.

10 November
p.1 “Drilling could beginin 3-4 nonths”

Ol conpanies need to submt plans and acquire
necessary permts.

17 Novenber
p. 1 "Seldovia i nvites oil base”

. Seldovia city council passes resolution inviting the oil
industry to use city land and city dock .
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p.3 “Interior, state support corridor”

Agenci es wor ki ngf;. to establish shipping corridors to
reduce conflicts with fishing vessels and equi pnent.

p.3 “Homer to hire planner”

Gty to hire a planner to help develop a conprehensive
plan and draw up a new zoning ordinance for the city.

p.4 Editorial:  “Questions, choices”

A discussion of the conflicti ngi_effects associated with the
recent 200 mle [imt for domestic tishermen and the oil indus-
try's inpact on the locally based fishing industry.

24 Novenber

p.1 “TomKell'y tells of oil benefits”

In a speech before the |ocal Chamber of Conmerce, Tom
Kel l'y extolls the virtues of oil-based devel opment.

p. 16 “Dock pronot ed”

Pronoters ﬁrop_ose_ to build a privately financed dock and
negotiate with the oil industry for Its use.

1 Decenber
p.1 "Arco sees |ittle inpact on Honer”

They will ship heavy supplies out of Seward and Nikiski
during the “exploration phase. Only limted port calls at
Homer and Seldovia for water and fuel. WII| use Honer as
their helicopter base.

p.20 “Honer planning nonies bl ocked”
Le?islature’.s Budget and Audit Conmittee blocks $500, 000
grant of energy inpact funds designated for Honer.
29 Decenber
p.1 “Dunping studied in Cook Inlet”

Drill muds and cuttings will be dunped into Inlet by
Arco rig in a controlled study of affects of such substances
on fishery. St udEj to be done by the Fishery Research
II\/tr)1st|tute of the University of Washington and Danes and

ore.
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p.5 “O 1l brings change to the Shetland Islands”

A description of oil industry inpacts associated wth
North Sea development on the traditional economy of the
Shetland Islands. -

1978
5 January
p.1 “Comm ssion says no to private dock”

The Port and Harbor Conmi ssion votes against permitting
the building of a private dock. Dock was to be used for oil

related activity.
12 January
p.3 “Dispute eases over Arco sublease’
City will permt the Arco helicopter crew, nechanic and

expiditer to live in apartnents at the Manley Termnal. This
land is on the Spit and |eased fromthe city.

p. 4 Editorial: “Tinme for Decisions"

A discussion of the Manley Termnal issue. Should the
city promote OCS uses of dock? In addition, the editorial
| auds the City. Council for its approval of funds to hire a new
City Planner . Planner will have the specific job of drawi ng
up a new conprehensive plan.

2 February
p.1 “I npact noney denied Honmer”

Cty request for federal funds denied by state agency.
Funds were to be used for OCS inpact planning.

p.1 “Coastal zone quidelines released”

State CZM agency to hold public hearings in Homer on

the 4th of March. Hearings will deal with new state CZM
qui del i nes.

P.2 "Arco applies to drill offshore”
Arco is the first conpany to apply for drilling permt.

Nmmdnqtocmmm spokesman, water, fuel and light sup-
plies will be shipped to rig from Homer.
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9 February
p.1 “Cty | ooks at new plan”

Honer Advi sor% Pl anning Conmi ssion begins to review
draft of new conprehensive plan.

p.2 “Marathon oi|l scouts Homer”

Conpany representatives visit Homer to scout and assess
potential staging areas for rig supplies. Hope to begin
drilling in the sunmer.

p. 2 “Test wel| data released"

US G S releases a report describing the results of |ast
sunmer’s stratigraphic tests,

23 February
p.1 “New plan getting a close |ook”

New conprehensive plan projects seven percent growh
rate without oil activity and much more with, depending on
the size of the discovery. QCS discovery would stress the
communit y's inf restructure.

p. 4 Editorial:  “Thoughts on spills”

_ Argues that oil spill cleanup equipnent should be based
in Homer so as to protect Kachemak Bay. Equipnent current-
I}/ stored in Anchorage and would result in too nuch lag tinme
after emergency began,

2 March
p.1 “Marathon will drill Lower Cook tract”
Conpany hopes to begin drilling by sumrer.  Project
ninety flights per nonth to drill rig from Honer airport,
Supply boat (200 foot) will make three port calls per nonth in
Honer .
p.1 “Lands End . . , really for sale”
Location considered an ideal spot for OCS staging area.
p.1 “ Shi pper balk on corridor”

‘Ol industry and fishernen disagree over linmts on tanker
traffic,  Industry unwilling to reinburse fishermen for gear
lost in southern corridor.



23 March
p.1

p. 17

1 June
p.3

15 June
p.12
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"0CS study calls for local action”

~ CHoM H Il study done for borough recomends that
zoning be established outside of city limts, Report discussed

strategies for dealing with ocs devel opnent to mnimze ad-
verse inpacts

“Recommendation calls for bal ance”

Advi sory Planning Commi ssion meeting discusses draft

conprehensive plan. ~“Express need to plan for noderate
devel opnent .

Editoral: “Time to be ready”

A discussion of the need for an adequate oil spill

contingency plan. Major oil spill viewed as diasterous for the
area.

“Thousand shares” (Environs col um)

~ Avreview of the environnental dangers from exploratory
dr|I||n%|and tanker traffic. Witer questions the a equacy of

oil spill plans, as he feels that oil spill technology is
| nadequat e.

“Marathon to drill first”

Conpany hopes to use Homer as a staging area. They
expect to ferry water and fly personnel to rrgs. Some sup-
plies would be trucked from Kenai to Homer dock. Heavy
supplies shipped to rig from Marathon dock at Nikiski.

“News of Seldovia" (col um)

Arco re?resentatives meet W th Seldovians to di scuss the

possibilitY 0 .Pettin? wat er for ri?s If excess water is avail-
able.  Wuld fill up tenders three times monthly.

"Arco reveals drilling plans”

Company makes its exploration plan public. They

identify prospects for a six-year plan if exploration is suc-
cessful, two years if not.
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22 June
p.2 “Report chal | enges OCS | easing”
. GAO critizes USGS. They claimthat there was an
i nadequate evaluation before the sale, leading to poor mninum
tract values, .
6 July
p.8 “O1 well asked’
Amarex Ol Co. asks pernission todrill a site that
conflicts with drift net fishing.
13 July
p. 2 “Marathon’s Dragon arrives soon”
Ex€|oratory drill rigto arrive on location between 20th
and 25th of July.
20 July
p.1 “Tuesday is hearing on new plan”
Downt own core and tourism are phased out according to
the plan. Plan takes no stand on offshore oil devel opnent.
City should carefully nonitor the exploratory phase and be
prepared to deal with: _
1) more crime that is related to unenployment and
i ndi gnet job seekers;
2) al cohol abuse and related problens;
3) rapidly escalating land values and rents; '
4) inf!jationary conmodity and service-related prices;
an
5) increased traffic congestion.
p.4 Editorial: “Homer’s new plan”
Criticizes plan because it basically ducks the issue of
conpeting (conflicting) uses for Homer's resources.
p. 16 "Arco explains Lower Cook drilling plans”
Expect their drill rig to arrive by March or April of
1979.  Primary support centers will be Kenai and N ki ski.
27 July
p. 2 “Marathon oil begins drilling

Exploratory drilling commences.
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p.2 “Candi date Cooper says oil inpact manufactured issue”
He is Republican candidate for state house
p. 15 “Film makers plan study of oil devel opment”

California film maker has a public grant to make film
dealing with local conflicts inherent in OCS devel opnent.

10 August
p.2 “Marathon’s environmental training course’

“Conmpany representatives explain detailed training course
required for all personnel involved in exploratory drilling,

17 August
p.2 “Film maker can't visit rig’

Marathon officials deny documentary producer perm ssion
togoonrig for filmng, Calls into question company’'s policy
on public access to rig.

14 Sept enber

p.4 “Scientist to probe effect of drilling nuds on shellfish
| arvae”

Researchers plan controlled experiments to test toxicity
of drilling muds.

28 Sept enber

p.1 “Mock spill here mopped up”
~ Carefully staged nmock spill involving oil conpanies and
environnental conpanies illustrates containment and cleanup
technol ogy.
5 Cctober
p.1 “Marathon says well is dry”

~ Conpany denies runors concerning exploratory well.
Oficial states they are testing well at this tine

12 Cct ober
p. 4 Editorial: “Measuring the cost”

Witer not reassured by nock cleanup. Views effort as
PR by oil conpanies,
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19 October
p.1 “Phillips drill rig arrives’
Second exploratory rig in sale area.
30 Novenber
p. 2 “Marat hon anal yzes”
Conpany still nonconmittal on test results of first well.
7 Decenber
p.2 “Marathon still testing first well”
No results yet.
14 Decenber
p.3 “Marathon continues test on well”
Still no announcenent,
21 Decenber
p.1 “Marathon's first well a dry hole’
Cost of dry hole $10 nillion.
28 Decenber
p. 4 Editorial:  “Looking back”
- Sunmary of year’s events discusses Lower Cook Inlet
activity.
1979
4 January
p.5 “Phillips offshore rig "a long ways’ from target depth”

Expl orator?/ rig drilling on tract fifteen mles off English
Bav. Drilling officrals estimate it will take them two nonths
to “reach target depth. Expect that another drill ship will soon
move into area to drill a new exploratory well.

15 February

p.1 'J'Ar-co may start drilling on lower Cook Inlet |ease in
une”

Arco officials talk to the Homer Chamber of Commerce.
Now awaiting pernit approval, Once cleared, will have drill-
ship move into the area.
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p.3 “Homer featured in TV comrercials”

Conmmercial (aired statew de) features mayor of Honer
explaining how oil can positively inpact community.

p. 4 Lgtter to editor critical of mayor appearing in industry
ads.
8 March
p. 4 Editorial: (no title)

Critizes mayor for appearing in oil industry comercial
extolling the virtues of oil developnent in the Lower Cook

Inlet.
p. 4 Letter to editor that is highly critical of myor’'s
appearance in oil industry ads,
29 March
p.2 “Local groups press to rebut oil ads”

~ Three local citizen groups (fishing organizations) demand
air time to counter oil company ads.

p. 4 Letter to editor detailing citizen group meeting to rebut
oi | industry TV ads.
3 May
p.1 "Arco rig in for repairs”
Ri g damaged enroute from Japan, Once repaired, it wll
be used in | ower Cook Inlet.
9 August
p.1 “O1l nen perish”
Two oil workers fell off of Homer dock attenpting to
board a rig tender.
Journal of Peninsula Clarion News Articles
1977
13 January

Collier Chemi cal, North Kenai gets tenporary water use
permit - $260 million expansion.
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20 January
School bond issue - $16 mllion, Soldotna H gh School

10 February

Quter Continental Shelf Inpact Planning Study by the
Urban Cbservatory found that Kenai - Soldotna supports fur-
ther oil development. Al comunities except Homer and
Seldovia support idea of shore bases. Urban observatory:
Seldovia has 601 housing units, but 1,147 copies of Carion
sol d; Kenai has 1,308 housing units and 2,119 copies sold.

Notice that |ease sale will take place on Cctober 27

18 August

~Special article on growh giving information on building
permts, school enrollment, electrical connections, construction
and labor. Colliers expansion due to be conplete Cctober
1977, laying off four to five hundred workers. Lower Cook
Inlet |ease sales are “expected to generate mllion nore dollars
into the Peninsula.  The dollar turnover is attracting new
busi nesses and commercial devel opment such as banks, retai
food outlets, service conpanies and sone tourist-related
entities.

29 Decenber

Review of growth in 1977, it nentions Lower Cook Inlet
sale and expected exploration to begin in 1978

1979

2 January
“Q1 industry a disappointment”

Reports Marathon's dry hole.

31 August
“Exploration tough”

Dry holes in Inlet. Gl conpanies drilling in Lower Cook
Infet - five attenpts, three strike-outs. Lead story.
Mar at hon division manager - “We are discouraged and . . .
have no plans to continue exploratory activities in Lower Coo
Inlet. ” Marathon rental fee for rig “50, 000 per day. Local
attitude simlar to oil companies - “wait and see. " Mayor Don
Gillam - “It’s not surprising that nothing has been found yet;
it takes tinme. ”
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Journal of Seward Phoenix Log Articles

1977
23 June

"Arco Ranger to drill near Honer”

Semi-subnersible drill ship used in Qulf of Alaska and
based in Seward will be used for stratigraphic test before
Cct ober sale.

25 August

"OCS panel to neet in Seward”

OCSEAP user’s panel to neet on the 19th and 20th of
September.  The purpose of the meeti ng_ IS to discuss draft
reports of environmental issues surrounding schedul ed federal
OCS sales, including the Lower Cook sale.

20 Cct ober

"Gilman predicts popul ation grow h”

According to the borough nmayor, the borough is
currently growng at a fourteen to eighteen percent annual
rate. Future growth rates highly dependent upon oil and gas
di scoveries in Lower Cook Inlet.

3 Novenber . _ . o

“Lower inlet |ease sale brings in half billion”

Describes hidding at 27 Cctober sale.

23 Novenber

“March drilling forecast in inlet”

Federal and industry officials predict when drilling may
start.  Arco official states that if p-reduction starts, offshore
facilities go in on the west side of the inlet.

8 Decenber

"Arco pl ans Seward base”

~ Conpany spokesnman indicates that heavy supplies may be
shi pped out of Seward and Nikiski during exploration.
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1978

28 Sept enber

"0 spill demonstration is cooperative effort”

Demonstration held in Eachemak Bay on the 21st and
22nd of September. s a cooperative federal, state and pri-
vate effort illustrating a variety of oil spill cleanup and con-
tai nment technol ogi es.

5 Oct ober
"Drilling rig |eaves to drill in inlet”

The Qcean Ranger finishes preparations for the drilling
of an exploratory well for Phillips PetroleumlInc. Rig was
prepared for effort at Seward's Alaska Railroad dock.
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LABOR EFFECTS

An exami nation of the changes in the size and conposition of the
regi onal enployment structure may help identify the |abor effects asso-
ciated with the period under investigation. During the period of poten-
tial Lower Cook influence, primarily 1976 to 1979, a nunmber of exogen-
ous forces were influencing the econony of the Kenai/Cook |nlet Census
Division, including the pipeline boomand the Collier plant expansion.

Table 45 provides a four-year summary of the Xenai-Cook |nl et
Division's enploynent size and conposition. The years 1975 through
1977 show a modest decline (seven percent) in mning enploynent, pos-
sibly attributable to the production decine in the Upper Cook Inlet
fields. In 1978, mning enployment increased by eighty-four workers,
or 11.6 percent. This increase can reasonably be inputed to Lower
Cook Inlet exploration activities.

Construction enpl oyment appears as the nmost volatile of the
enpl oyment categories. Enploynent in this category increased by al-
most sixty-eight percent between 1975 and 1976 and by seventy-one
percent in the following year. Construction enploynent increased from
630 in 1975 to 1,808 in 1977, or 187 percent. Construction was clearly
the leading enployment sector during this boom period. This boom was
the result of two seperate influences: the pipeline construction boom
and the Collier plant expansion. The former factor influenced resi-
dental construction, whereas the latter was a mgjor industrial construc-
tion project.

During the period 1975 through 1978, total enployment increased
from5,591 to 6,554, with a peak of 7,337 in 1977. The two year in-
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Tabl e 45

EMPLOYMENT
Kenai-Cook Inlet Division
(Average Monthly Enpl oyment)

1975 1976 1977 1978

M ni ng 775 741 721 805
Contract Construction 630 1, 057 1, 808 485
Manuf act uring 855 960 1,015 985
Transportation, Conmuni -

cation and Wilities 520 549 562 574
Tr ade 887 948 1,053 1,189
Fi nance, Insurance and

Real Estate 128 157 186 197
Services 654 774 824 853
M scel | aneous * 5 7 20
Gover nment

Feder al 83 83 77 90

State and Local 9781 1,093 1,063 1,324
Agricul ture 81 1161 21 32
Total Enpl oynent 5,591 6, 483 7,337 6, 554

$ Information withheld to protect confidentiality of data for individual firns.
1Based on nine nonths of data only.
Source:  Statistical Quarterly, Alaska Department of Labor, various issues.
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crease of 1,746 workers is domnated by the fluctuation in construction
enploynent.  Construction enploynent accounts for almost 67.5 percent
of the total increase.

The decline in construction enployment was even nore spectacul ar
than its rise. Construction enploynment declined by 1,323 workers, or
73.2 percent, by 1978. The construction boom was clearly over. Tota
enpl oyment declined by 783 workers. Qther sector’s continued to grow
partially of fsetting the decline in contract construction

The trade, mning and state and |ocal government sectors showed
growth between 1977 and 1978. In fact, all but mining showed steady
growth throughout the period, Even though manufacturing showed a
slight decline between 1977 and 1978, the expansion of the Collier plant
increased enployment at this facility to 315 workers. This represents
an additional large high wage, nonseasonal conponent to the manufac-
turing sector, adding stability to the local econony.

Tabl e 46 presents data on aggregate wage and sal ary payments for
the Kenai-Cook Inlet Census Division. Athough the proportion of
wages and salaries t0 total regional income is unknown (Mathematica
Sciences NWestimted a ratio of wages and salaries to value added of
63.7 percent for the state in 1972), it is unlikely that the region woul d
be experiencing economc growh if this total was declining in real
terns.

The nominal or current dollar total increased from about $102
milion to approximtely $172 nillion in the 1975-1977 period. O this
increase, alnost $43.5 million (or sixty percent) was generated within
the construciton sector. As a result, the construction sector’s share of

total wage payments increased from 16.3 percent in 1975 to thirty-five
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Tabl e 46

WAGES AND SALARI ES .
Kenai - Cook Inlet Division
(Thousands of Dollars)
[
1975 1976 1977 1978
M ni ng 22,182 23,272 22,692 26,531
Contract Construction 16, 619 30, 525 60, 109 11, 766
Manuf act uring 12, 945 17,612 20, 333 20, 945
Transportation, Conmuni -
cation and Uilities 13,021 15, 235 16, 593 19, 751
Trade
Wol esal e 4,499 5, 843 5,628 5,854 e
Ret ai | 6, 265 7,534 9, 009 10, 810
Fi nance, Insurance and
Real Estate 1, 356 1,861 2,636 2, 857
Servi ces 8, 086 12, 284 14, 417 14,313
M scel | aneous 1,791 2,613 858 1,194 y
CGover nment
Feder al 1,387 1,483 1,551 1,7901
State and Local 13,666 17, 240 18, 063 24,498
Agricul ture 48 56 68 80 .
Total Average 101, 867 135, 559 171, 957 140, 389
ncludes military related federal civilian enployees.
Source: Basic Economic Statistics of Al aska Census Divisions, Al aska e
Department of Commerce and Economi ¢ Devel opment, Novenber 1979
[
L
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percent in 1977. Nomnal construction wage and salary income falls by
$48.3 nmillion the next year and the share of regional wage paynents
attributed to construction declines to 8.4 percent of the regional total.
During the sane period, regional wage and salary income fell by $31.6
mllion.  Fluctuations in construction activity clearly domnated the re-
gion s econony.

If the nomnal figures are adjusted by the Anchorage CPl, the
boom statistics are tenpered while the decline is even nore precipitous.
The cPI increased from 151 to 174.2 between 1975 and 1977. using
these nunbers as an approximat.e deflater for wage and salary income
reduces the conparable nominal figures to $67.5 nillion in 1975 and
$98.7 mllion in 1977. This 46.2 percent increase in real wage and
salary paynents is still substantial for a two-year period and indicative
of a rapidly expanding regional econony. The “adjusted” decline in
1978 is approximately $75.4 mllion or 30.9 percent less than the peak
1977 total. By 1978, the inflation adjusted wage and salary income was
only 11.7 percent above its 1975 total.

Review ng the sane data series for the Seward Census Division
| eaves the inpression of a stable, if not somolent, local econony. The
boom reflected in the Kenai/Cook Inlet Census Division is not apparent
in any of the enploynent related data series. The enpl oyment data in
Table 47 reflect virtually no change from 1975 to 1977,

The wage and salary data in Table 48 reinforce the inpression of
stability or stagnation in the local economy. Nominal wages and salaries
increased from approximately $16.9 nillion in 1975 to alnost $17.6 nillion
in 1977.  This nmodest 4.3 percent increase conpares unfavorably with
the 14.9 percent increase in the Anchorage cPI for the same period.
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Tabl e 47

EMPLOYMENT
Seward Division
(Average Mnthly Enploynent)

1975 1976 1977 1978

M ni ng * * * *
Contract Construction 13 8 9 12
Manuf act uri ng * * 109 *
Transportation, Communi -

cation and Wilities * * * 53
Trade 148 157 176 201
Fi nance, Insurance and

Real Estate * * 16 16
Servi ces 139 152 142 164
M scel | aneous * 27 9 11
CGover nnent

Feder al 61 59 54 71

State and Local 274 281 296 241
Agriculture 0 0 0 0
Total Enpl oyment 1,152 1,137 1,155 1,226
*Information W thheld to protect confidentiality of data for individual firns.

Source:  Statistical Quarterly, A aska Department of Labor, various issues.

Gowth Managenment Strategy, Sinpson, Usher,

I nc.,

1979.
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Tabl e 48

WAGES aND SALARI ES
Seward Division
(Thousands of Dol lars)

1975 1976 1977 1978

M ni ng * % * %
Contract Construction 204 228 = 276
Manuf act uri ng * e * %
Transportation, Communi -

cation and Uilities * * * *
Tr ade

Wol esal e 0 * * %

Ret ai | 1, 253 1,563 1,704 1, 843
Fi nance, Insurance and

Real Estate - * 178
Services 1, 069 1, 266 1, 504 1, 646
M scel | aneous * 731 * *
Gover nment

Feder al 1,085 1, 069 1,120 2,5351

State and Local 4,714 5, 244 6, 004 5,418
Agricul ture 0 0 0 0
Total Wages and Sal aries 16, 860 17,223 17, 585 18, 158

*Information Wi thheld to protect confidentiality of data for individual
firms.

Tncludes nilitary related federal civilian enploynent.

Source: Basic Economic Statistics of A aska Census Divisions, Al aska
Department of Commerce and Econom ¢ Devel opnent, Novenber 1979.
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Even if rents and utility prices were nore stable than
Anchorage’s, the commodity portion of the CPl would accurately reflect
Seward price increases. The conmodities are interregionally traded,
hence price increases would be transmtted to Seward. Therefore, wage
earners nust have been suffering a nodest decline in real incones.
The apparent decline is illustrated in Tables 49 and 50. Nom nal wages
are deflated by the cpr and fall by 18,8 percent from 1975 to 1978.

The decline was continuous throughout the period.



173

Tabl e 49

AVERAGE ANNUAL WAGES PER WORKER
Seward Division
(Current Dollars)

1975 1976 1977 1978

M ni ng - -- - --
Contract Construction 15, 692 28,500 -- 23,000
Manuf act uring -- . - .
Transportation, Communi -

cation and Wilities -- -- -- --
Trade

Wol esal e -~ - -- --

Ret ai | 8,466 9, 955 9,682 9,169
Fi nance, Insurance and

Real Estate - -- -~ 11,125
Servi ces 7,691 8, 329 10, 591 10, 036
M scel | aneous -- 27,074 " "
Gover nmrent

Federal 17, 787 18,119 20, 741 15, 206°

State and Local 17,204 18, 662 20, 284 22,481
Agricul ture -- . -- .
Total Average 13, 489 13,912 13,978 13, 683

Includes wages and salaries for mlitary and related federal civilian enmploynent.
Source:  Situation and Prospects, January, 1980, Kenai Peninsula Borough.
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Tabl e 50

AVERAGE ANNUAL WAGES PER WORKER
Seward Division
(1967 Dol lars)

1975 1976 1977 1978
M ni ng - --
Contract Construction 10, 392 17, 453 T 12, 346
Manuf act uri ng -- .
Transportation, Conmuni -
cation and Uilities
Tr ade
Whol esal e - - - -
Ret ai | 5, 607 6, 096 5, 558 4,922
Fi nance, |Insurance and
Real Estate - - o 5,972
Servi ces 5,093 5,100 6, 082 5, 387
M scel | aneous - 16, 579 - -
Gover nment
Feder al 11,779 11, 096 11,906 8, 162
State and Local 11, 393 11, 428 11, 644 12,067
Agricul ture -- — T ;

Total Average 8,933 8,519 8, 024 7,345
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MAJOR LOCAL EXPENDI TURES

This section will briefly outline the magnitude and type of
expenditures made by the operators and their subcontractors in Honmer,
Kenai and Anchorage. It is inportant to realize that even if accurate
expenditure data were available (and they are not ), the data would
have to be interpreted carefully. In small regional, open economes |ike
Homer and Kenai, gross sales and expenditure figures are poor indica-
tors of the amount of income that is generated and accrued |ocally.
Most commodities and many services are inported, hence gross sales
revenue is siphoned off to other regions. \What remains are the retail
and whol esale margins associated with the sales. For exanple, it has
been estimated that more than $5.7 nmillion worth of diesel fuel was pur-
chased in the Kenai area for Lower Cook Inlet operations. The primary
income remaining in the region would accrue to the wholesalers and re-
tailers of the product. This inconme would be neasured by the whol e-
sale and retail margins associated with the transactions. Furthernore,
only the refinery payments to |ocally owned productive inputs could be
computed as regional incone resulting formthe sale of the diesel fuel
If all of these factors could be totaled, the result would be much |ess
than the $5.7 nillion in purchases.

Adm ni strative enploynment and company allocation of overhead
represents another set of problems with respect to conputing income
generated by the sale. Marathon's seven office enployees in Anchorage
assigned to the Lower Cook exploration effort may not have generated
addi tional local income. |f the seven were only reallocated fromless

pressing projects, their reassignnent would represent an accounting
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debit related to the sale but no change in local incone. Only if the
Marathon seven had been hired especially for the sale-related work or if
exi sting enployees had worked overtime because of the sale would their
incomes or portions of income be sale-related |ocal expenditures of the
conpany.  Only enployment and expenditures that are/ were sale-
dependent can properly count as |ocal expenditures, However, the
identification of what proportion of these expenditures remained
(accrued) locally or even in Alaska would require a detailed analysis
clearly beyond the scope of this project.

This report will only indicate gross expenditures, where available.
|f costs are not known, the activity is only described. Due to the high
degree of estimtion involved, inconpleteness of cost data and the in-
ability to determne where the income from gross sales actually accrued,
estimated costs are not summed for the |ocal community.

|f estimates made by the operators are accurate (drilling costs of
$70,000 per day, per rig), the conmpanies have spent about $73.5 nillion
through January 1980 in their unsuccessful efforts to find hydrocarbons
in the Lower Cook Inlet. It is likely that a small percentage of this
total was expended locally in Alaska. R g rentals probably averaged
$30,000 to $40,000 a day (per rig) and drilling crews and boat crews
were recruited from outside the area.  The foll owi ng sections contain
estimtes of the local inpacts of exploration expenditures.

Honer.  Myjor |ocal expenditures by the operators in Honer
i ncluded the pre-drilling surveys, dockage and wharfage for supply
boats, water, hangar space, wages and living space for pilots, mech-

ani cs, boat crews and expediters.
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Dames and Moore estimated that their predrilling surveys cost
approxi mately $500,000. They operated the surveys fromtheir Homer
office, leased local hoats and used |ocal enploynent (although a mgjority
of the technical crews came fromoutside A aska). Therefore, a signifi-
cant portion of these costs likely remined in the Homer econony.

Dockage fees, paid by the supply vessels to the Gty of Honer,
for the period came to a total of $30,000, wharfage fees to about $5,000
and water costs to about $15,000. Very little fuel was sold to supply
boats in Homer. The supply boats were |oaded at each docking by a
privately contracted crane operator. The crane rented for $150 per
hour and spent at |east one hour and up to eight hours for each
docking (372 total dockings ).

Two helicopter hangars were |eased by Arco and Air Logistics
(Arco subleased to Phillips), but lease costs are confidential. Both
hangars were built just prior to the |lease sale by local businessnen,
The largest was estimted to cost $200,000. ERA, Arco and Marathon
rented housing in Honmer, but the total costs are unknown. ERA has
one apartment for its pilots and expediters, while Arco has two apart-
ments - one for pilots working for Arco and the other for an expediter.
Marathon had one full-time expeditor and rented living space for him
Air Logistics also rented living space for its pilots, mechanics and
expedi t or

Assum ng apartment space was rented for the duration of drilling,
it is estinted that Marathon rented one apartment for fourteen nonths,
ERA rented one for fifteen months and Arco rented two apartnents for

six months. It is also possible that the living quarters were |eased for
| onger terns.
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A smal| staging area (less than one acre) on the Spit was also
used by the conpanies at an unknown cost.

Wages paid by the operators in Homer include: the crew and |oca
bi ol ogists hired by Dames and More for the surveys; one full time ex-
peditor for Marathon, one part tine and one full tinme expediter for
Arco; one locally hired full tinme expeditor for Air Logistics; one heli-
copter nechanic who stayed full time in Homer for Air Logistics, one
locally hired mechanic; and another mechanic who stayed full tine in
Homer for ERA.  In addition, eight pilots and two expediters rotated
out of Honmer to Anchorage for ERA and four pilots rotated from Homer
to their residences for Ar Logistics,

Assum ng enpl oynent stayed at these levels for the duration of
drilling, a total of thirty-seven expeditor man months and thirty-five
hel i copter mechanic man months were full time in Homer. An additiona
seventy helicopter pilot man nonths and fifteen expediter man nonths
rotated out of Homer. Most of the full tinme enployed Honer individuals
likely spent their wages in Homer. An unknown amount of the rotated
individuals’ salaries remained in Homer,

Kenai.  Operator expenditures in Kenai were primarily related to
the purchase of consumabl es, dock charges, charter aircraft, steve-
doring, Phillips G| Conpany adnministration and service conpany admin-
istration and services.

Most of the fuel for the drilling rigs and supply boats was
obtained in Kenai. The operators’ estimates for fuel use were variable,
but using an average obtained fromthe conpanies and an average retail
cost (over the past nineteen nonths) of $. 70 per gallon, the total fue

cost would be around $5.7 mllion for the drilling vessels and supply
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vessels.  The actual costs to the conpany, as well as the actual
percentage of this cost remaining in the [ocal economy, is unknown.

Jet fuel ampunts and costs are also unknown. (Jet fuel was trucked
from Kenai to Homer. ) \Water was furnished froma private, |ocal
source and each of the six boats were charged a flat rate of $300 per
nmonth.  The total amount spent is included as part of the total dock
revenues bel ow.

Mid and cenent were purchased |ocally, but exact anounts used
were confidential. Arco supplied sone general figures for one well (see
Table 5). These figures would indicate the approxi mte total expendi-
ture of $99,000 for bentonite ($16.50 per sack), $193,000 for barite
($297. 00 per ton) and $75,600 for cenent ($14,00 per sack) for that
well.  Seven wells have been drilled, but amounts fluctuate greatly
anong the wells,

Dock charges for all the supply boats using the N kiski dock
include dockage, wharf age, water and storage charges. Total amount
spent was approximately equal to $180,000. 1In addition to these
charges, an average of twelve men worked a forty-hour week at the
dock | oading and unloading all boat traffic. During the period of this
study, the rig tender boats accounted for about one-half of the
dockings, but the dock manager indicated they only accounted for about
fifteen percent of total wharfage. It is not clear that any additional
workers were hired because of this activity,

The majority of the fixed wing charter aircraft worked out of
Kenai.  Two companies were involved, one of which estimted they flew
about sixty hours per month for Marathon. Both conpanies were under

| ong-term contracts, which are confidential, but their hourly rates were
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about $365 to $425 per hour. In addition to the long-termrates, the
conpani es indicated that they flew spot charters for all the operators
when needed, Marathon also flew their cores out in chartered aircraft.
The costs and total hours for these jobs are not available.

Kenai was the headquarters for operations for Phillips Petrol eum
Conpany.  They utilized office space at their Nkiski plant. Local in-
dividual s involved in Lower Cook Inlet operations included one full tine
drilling superintendent, plus four other individuals who spent part of
their time on Lower Cook Inlet operations, Their salaries or total man
hours spent were unavail abl e.

A nunber of oil field services operated out of Kenai. They
included well 1ogging conpanies, nud conpanies and cenent conpanies.
Schlumberger had the equivalent of a three man crew on call full tine
for two vessels and the equivalent of two men for the other, Total
wages and total |ogging costs are unknown. One individual worked full
time for Baried Mid Conpany for Arco out of Kenai. A maxinmum of two
i ndividual s worked for Dresser for Marathon out of Kenai,

Anchor age. Maj or |ocal expenditures by the operators in
Anchorage primarily consisted of oil conpany admnistration and service
conpany admnistration. In addition, a significant share of the |ocal
enpl oyment generated by the Lower Cook Inlet sale came out of
Anchor age.

Arco has its admnistrative offices in Anchorage and estimted it
enpl oyed two full time equivalents offshore and three full time equiva-
| ents onshore from Anchorage. Mrathon indicated a total of seven full
time equivalent positions from Anchorage, with two of those transferred
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to Alaska for the sale.  Thus , approximately twelve oil company
personnel from Anchorage were involved in the sale.

Service conpanies wth headquarters in Anchorage and who
indicated they used Anchorage personnel included the diving conpanies
who hired divers fromthe union hall, nud conpanies, mud |oggers,
weat her observers and helicopter conpanies. Al these conpanies indi-
cated that they did not increase their admnistrative staff or particular-
|y do any extra work for the Lower Cook Inlet |ease sale. However,
they hired a number of individuals from Anchorage to work in the field
on the Lower Cook Inlet Sale. In addition, all the drilling contractors
indicated that, at a mninumof twice a nonth, crew changes for the
drilling rigs stayed overnight in Anchorage before being flown to
Homer .

Covernnent agency involvement in the Lower Cook Inlet after the
sale was mnimal and primarily by USGS. BLM functions only as the
| easing agency, consequently, its involvenent after the sale was linited
to analysis of sale results and awarding of the |eases. USGS, on the
other hand, is responsible for the day-to-day management of the |ease
sale and the post lease activities. EPA involvement is linited to permt

analysis and review. Estimates of personnel associated with these
various agencies are shown in Table 17.



182

BUSI NESS CYCLES/ FLUCTUATI ONS

A detailed analysis of the economc activity on the Kenai Peninsul a
to identify the probable causes of its business cycles will not be under-
taken for this study. However, it is reasonable to assume that short
run fluctuations in the level of economic activity were related to a num
ber of exogenous forces influencing the regions econony. Certainly,
the pipeline boom exuded influence throughout the Southcentral region
including the Kenai Peninsul a. The pipeline-induced growth in
Anchorage placed increasing demands on the Peninsula’s recreational re-
sources. Construction of the Collier plant addition and its subseqeunt
operation affected | ocal enploynent and incone levels. It is likely that
construction activity on the Seward H ghway in 1979, by limting access
to the peninsula, had a negative influence on the region’'s incone and
enpl oyment .

A nunber of events occurring in later 1978 had negative
implications for the economy on the Peninsula, particularly the
announcenent of the first dry hole in the Lower Cook Inlet, the
announcenent of the delay in the Pacific LNG plant construction and the
decision to locate the Alpetco plant in Valdez rather than Kenai. Al of
these events worked to reduce the anticipation of a boom

A number of historical data series are evaluated in an attenpt to
ascertain whether activities associated with the Cctober 1977 Lower Cook
Inlet lease sale exerted a measurable influence on the level of regional
and/or local economc activity. It is recognized that the data series are
both too aggregate and too short to clearly identify sale-related im

pacts.  Some of the data (enploynent, wages, unenployment) exists
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at the census division |evel, hence subsumes |ocal economc effects. In
addition, man y economc activities are anticipatory in nature and my
occur years before the targeted event (in this case the Lower Cook
sale),

Regi onal enpl oyment statistics give a general indication of the leve
of economc activity. Table 51 displays the aggregate enpl oyment data
for the Kenai-Cook Inlet Census Division. These figures differ signifi-
cantly from those cited previously in the Labor Effects section because
they include estimtes of self-enployed workers in partnerships and
proprietorships.  This category of enployment appears very sensitive to
general econonmic conditions.  Conparison of Table 51 with Table 45 in
the Labor Effects section reveals that the variation in covered enploy-
ment is much less than the total estimated in the aggregate series.
Apparently “boons” attract a large nunber of workers that also act as
subcontractors

Table 51 indicates a rapid increase in enployment from 1975 to
1976.  The pipeline boom and the Collier construction project wth their
attendant direct and indirect effects probably account for nost of this
increase.  After 1976, the series declines until 1979. The nodest ‘e
covery occurring in 1979 coincides with peak exploratory activity in the
| ower Cook Inlet.

The sel f-enpl oyed category seems extrenely sensitive to rates of
growth in regional income. The rate of growth in nomnal wages and
salaries slowed fromthirty-three percent between 1975 and 1976 to 26.8
percent the follow ng year. QOver the same period, aggregate enploy-
ment increases by 27.24 percent, then declines by 8.74 percent.

Covered enployment still increases in 1977 by alnmost 13.2 percent. By
1978, both series show a decline.
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Tabl e 51

EMPLOYMENT AND LABOR FORCE
Kenai-Cook Inlet Division

Gvilian

Year Labor Force Enpl oynent Unenpl oynent Unenpl oynent Rate
1975 $,701 7,948 753 8.7

1976 11, 107 10, 113 994 8.9

1977 10, 236 9,229 1,007 9.8

1978 9,996 8,504 1,492 14.9

1979 10, 395 9,049 1,346 13.1

Source:  Alaska Economi ¢ Trends, Al aska Department of Labor, various issues.



185

A sinmilar conmparison for the Seward Census Division (see
Table 52) reveals that aggregate enployment peaked in 1976. Covered
enpl oynent (Table 47) was very stable, increasing from 1,152 workers
in 1975 to 1,226 in 1978. Because of disclosure problens, it is not pos-
sible to ascertain which sectors absorbed this gain. Again, fluctuations
in enployment appear to be absorbed by the self-enployed. Between
1975 and 1976, covered enployment declines from1,152 to 1,137, or fif-
teen  workers. During the sane period, aggregate enploynment
(Table 52) increases by 470 workers. Concomtantly, the labor force
increased by 561 people. Evidently, almost eighty-four percent of the
new entrants were able to find enploynent. At the very worst, -eighty-
one percent of the new entrants found jobs (this assumes the fifteen
covered workers all became sel f-enployed).

Activity in the housing sector is indicative of the overall level of
econom ¢ activity for several reasons. The housing or residential con-
struction sector is an inportant one in the Alaskan econony. Gven the
under devel oped nature of the Alaskan econony, the construction sector
has captured a greater share of the econony than in the |ower forty-
eight states. As a result, housing activity tends to be a leader in
busi ness cycles in Alaska - an indicator of booms and busts

Tabl e 53 provides counts of the numbers of housing units
authorized by building permts for five cities on the Kenai Peninsula be-
tween 1970 and 1979. Building pernit activity peaked in 1977 in the
cities of Honer, Kenai and Soldotna. The 1977 nunber of pernmits (117)
for Homer represents a ninety-five percent increase over the activity in
1970. Permts dropped off in 1978 for Homer, decreasing twenty-one

percent, but grew again by twenty-three percent in 1979.
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Tabl e 52

EMPLOYMENT AND LABCR FORCE
Seward Division

CGvilian
Year Labor Force Empl oynent Unenpl oynent Unenpl oynent Rate
1975 1,272 1,156 116 9.1
1976 1,833 1,626 207 11.3
1977 1,557 1,367 190 12.2
1978 1,493 1,260 233 15.6
1979 1,511 1,341 170 11.5

Source: Al aska Economic Trends, Alaska Department of Labor, various issues
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Tabl e 53

TOTAL HOUSING UNITS AUTHORI ZED? BY BUI LDING PERM TS
AND PUBLI C CONTRACTS, ANNUALLY, 1970 TO 1979

Year Homer Kenai Seldovia Sewar d Soldotna
1970 6 17 1 8 11
1971 12 23 3 4
1972 11 22 l 39 16
1973 17 13 8 11
1974 35 15 ! 4 37
1975 13 100 5 3 87
1976 60 161 13 11 138
1977 117 267 8 39 177
1978 92 160 9 36 69
1979 113 47 22 50 40

| "includes nobile homes, additions and conversions where reported

Source: U S. Departnment of Housing and Urban Devel opment, HUD economi st
(January 16, 1980).
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Simlar patterns prevailed in Soldotna and Kenai.  Residential
building permts increased approximately 1,500 percent between 1970
and 1977 for each city. Kenai peaked with 267 permits in 1977 and
Soldotna had 177 permts. This peak in housing activity corresponds to
the timng of the Collier expansion. Unlike Honer, neither Kenai nor
Soldotna experienced increased activity in 1979. Total permts issued in
1979 for Kenai were eighty-two percent |ower than in 1977, Sol dotna
permt activity dropped seventy-seven percent in 1979 over 1977,

The total nunber of housing permts issued in Seward remained
high each year from 1977 through 1979, peaking in 1979 with fifty per-
mts. In 1977, pernit activity reflected a 255 percent increase over the
previous year. In Seldovia, permt |evels reached highs in 1976 (thir-
teen permts) and 1979 (twenty-two permts). Qherwise, activity levels
there remained relatively stable during the 1970's.

Anot her neasure of economc activity in the real estate market is
the assessed valuation of real property. Borough-wide, real property
assessments increased by 79.5 percent between 1976 and 1977, an addi-
tional 40.7 percent in 1978 and, again, by 41.3 percent in 1979.
Assuming that assessment practices were constant throughout this
period, these increases nmust be judged as substantial. It appears that
the reduction in economc activity indicated by the reduction in covered
enpl oynent only had a modest effect on the rate of increase in real
property assessnent. The increases in 1978 and 1979 are occurring to
nuch larger base val ues than in 1977, hence represent increasing ab-
solute amounts.  Even' if the latter figures are deflated by the
Anchorage CPI, the real increases are on the order of 31.5 percent for
1978 and 28, 34 percent in 1979,
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If the focus of the discussion is shifted to local taxing districts, it
I's apparent that the nomnal assessed values were increasing in all of
the communities during the 1977-1979 time period (see Table 54). O
the larger comunities, only Kenai's assessed real property values in-
creased at a rate substantially faster than inflation after 1978.

Table 55 presents the same data deflated by the Anchorage CPI.
Kenai’'s values are still increasing rapidly after 1978, indicating that
much of the Census Division's recent enploynent growth is concentrated
in this area. The recent expansion of the Collier cheni cal pl ant work-
force to 315 full tine workers would explain part of this i ncreased
val uation.

Homer's real estate market seems to have peaked in 1978 (just as
exploration was commencing) and shows only a 1.4 percent real gain in
1979.  Undoubtedly, some of the real estate demand that increased
assessed val uations by 61.3 percent in real ternms between 1977 and 1978
was speculative in nature, with the purchasers hoping to capitalize on
the potential oil boom once a discovery was made. However, price in-
creases were also probably related to the tourist/recreational conponent
of Homer's econony. As Al askan residents captured nore wealth from
TAPS and other oil-related enployment, the demand for recreational
property (on the peninsula) increased. Another aspect of increasing
property values in Homer is directly related to the expansion of water
and sewer service areas. Borough-wide, the real increase in assessed
valuation was “only” 28.34 percent (including Honer).

The rapid rise in Homer's real estate valuations suggests that the

Anchorage CPl probably understates the rate of inflation in Homer
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Tabl e 54

ASSESSED VALUATION OF REAL PROPERTY

MIlions of Current Dollars
(Rounded to nearest 10°)

Year Land | npr ovement s Total Rea
Kenai
1977 17.9 46.0 63.9
1978 19.0 53.3 72.2
1979 25. 8 73.3 99.1
Soldotna
1977 9.0 22.2 31.2
1978 21.9 36.7 58.6
1979 22.2 41. 4 63. 6
Honer
1977 16.6 13.5 30.1
1978 31.7 20.3 52.0
1979 32.4 25. 8 58.2
Seldovia
1977 T 3.8 4.6
1978 1.0 5.0 6.1
1979 1.0 5.4 6.4
Sewar d
1977 3.3 14.5 17.8
1978 7.8 18.8 26.6
1979 7.8 20.1 27.9
Kachemak
1977 3.2 1.4 4.5
1978 3.1 1.4 4.5
1979 3.7 2.9 6.6

Source: Situation and Prospects, January, 1980, Kenai Peninsula
Bor ough
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Tabl e 55

ASSESSED VALUATION OF REAL PROPERTY

MIlions of 1967 Dollars
(Rounded to nearest 10%)

Year Land | nprovenent s Total Rea
Kena i
1977 10. 3 26.4 36.7
1978 10.2 28.6 38.8
1979 12.6 35.7 48.3
Soldotna
1977 5.2 12. 8 17.9
1978 11. 8 19.7 31.5
1979 10. 8 20.2 31.0
Honer
1977 9.5 7.8 17.3
1978 17.0 10.9 27.9
1979 15.8 12. 6 28.3
Seldovia
1977 7 2.2 2.6
1978 .5 2.7 3.3
1979 5 2.6 3.1
Sewar d
1977 1.9 8.3 10. 2
1978 4.2 10.1 14.0
1979 3.8 9.8 13.6
Kachemak
1977 1.8 .8 2.6
1978 1.7 .8 2.4
1979 1.8 1.4 3.2

Source: Situation and Prospects, January, 1980, Kenai Peninsul a

Bor ough
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during the 1977-79 historical period. The housing conponent of the
Anchorage CPl only increased by 3.6 percent from January 1977 to

January 1978 (Situation and Prospects, Kenai Peninsula Borough,

January 1980), This relatively modest increase reflected the post pipe-
line reduction in demand for single fam |y housing and high vacancy
rates for multiple unit housing, The rapid rise in Homer’s assessed
valuations inplies that the housing conponent of a locally constructed
CPI may have increased at a faster rate than the Anchorage
counterpart.

Given the interregional character of commodity and services trade,
one woul d expect these prices to increase at approximtely the same
rate throughout the Southcentral region, Unless local utility costs were
rising much sl ower than Anchorage's, or subsistence activities were
substituted for market activities, then, as commodity prices increased,
the cost of living nust have been rising faster in Homer than in
Anchor age. Thus , sale-related speculative demand for real property
may have |ed to higher local inflation rates in the post sale period.
This i nplied higher rate can be construed as a sale-related “boonf
effect. That this was a speculative effect is suggested by the manner
in which the increased valuations are inputed between |and and im
provenents. The growth in assessed val uations was approxi mately $22
mllion dollars (nomnal) between 1977 and 1978. O this increase
roughly $15 mllion, or sixty-eight percent, was due to rising |and
values and only thirty-two percent to inprovements. In all other com
munities except Kachemak (also located near the |ease sale area), im

provenents constituted the mjor source of increased valuations
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Seward property values (land) showed a significant increase in
1978 over 1977, nore than doubling in real terns. It was the opinion
of the local residents interviewed that increased |and values were
probably tied nore to the fact that |and had been seriously underpriced
for so long than to the potential inpacts of the Lower Cook Inlet sale or
even the Qulf of Aaska oil activity.

Finally, Table 56 presents nom nal sales data for the nmjor
peninsul a comunities. Both Soldotna and Homer show high rates of in-
crease, roughly 34.6 percent and 28.4 percent respectively, between
1977 and 1978. The fol lowing year indicates only noderate gains for all
communi ties ( Seldovia being the exception, with a sixty-tw percent
i ncrease).

Unfortunately, the data in Table 56 are possibly misleading. The
growth in nomnal sales is understated. The proportion of any sale
over $500 is excluded. General inflation has caused this proportion to
grow over tinme. As a result, the ratio of taxable sales to total sales

nust be falling over time, systematically introducing a downward bias

over tine.
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Tabl e 56
SALES AND SALES TAX

Annual Taxable Sal es
(Current Dollars)

O her
Year Kenai Soldotna Homer Seldovia Cities¥
1977 38, 846, 866 20, 582, 650 16, 556, 600 1,973, 300 51, 393, 034
1978 40, 746, 900 28,077, 750 21, 266, 250 2,129, 000 51, 467, 400
1979 40, 541, 498 29, 330, 950 24,899, 450 3, 445, 200 52,472,552
Annual Sal es Tax Revenues
(Current Dollars)

Renmai ni ng
Year Kena i Soldotna Homer Sel dovi a Borought
1977 1, 165, 406 411, 650 331, 112 19, 733 2,587, 049
1978 1,222, 407 561, 555 425, 325 21, 290 2,873, 746
1979 1,216, 245 586, 619 418, 164 34, 452 3,013, 793

tIncludes Seward
Source:  Situation and Prospects, January, 1980, Kenai Peninsula Borough.

Note: Data do not reflect total retail sales activity. Not included are tax
exenpt sales and services and the portion of each sales transaction over
$500.
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COMVUNI TY ATTI TUDES

The reactions of the various communities on the Kenai Peninsula to
the Lower Cook Inlet |ease sale were surprisingly consistent. Generally
speaki ng, each community has been described as originally being rather
evenly “split” between positive and negative reactions. This dichotony
was nost pronounced in Honer and Sel dovia, where the benefits and
negative aspects were likely to be nore pronounced. Primarily, the dif-
ference in attitudes arose fromthe difference in expectations of the im
pacts the Lower Cook Inlet |ease sale would have on |ivelihoods: those
with major investments in fishing were concerned that oil activity could
damage the fishing industry; wage earners |ooked forward to |ower
Cook Inlet activities in hopes of capturing enploynent. Over tinme, the
overal| attitude has become nore positive. [t is difficult to ascertain
the exact reasons for this shift, though it appears to be a function of
several things: 1) negotiations between fishermen and oil conpanies
have resulted in successful conpromses (Crab gear was apparently |ost
due to interference by the supply boats. Agreenments on specific
shi pping | anes seens to have solved the problens. ); 2) no oil has been
di scovered and, therefore, inpacts have been mininal; and 3) the oil
conpani es made concerted efforts to mtigate inpacts, including the use
of educational and informational programs for the public.

QO her feelings and inpressions about the Lower Cook Inlet |ease
sale varied somewhat anong the communities. Local residents of
Seldovia expressed interest in enployment opportunities which m ght
arise fromthe oil activity in the Inlet; however, they would want to

choose the timng and extent of their enploynent. It is inportant to
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themto be able to retain certain freedoms in their lifestyles, including
the freedomto fish. If oil were to be discovered, Seldovia would Iike
to becone the site for processing and handling the oil. The community
feels its location is ideal for this phase of devel opment, primarily be-
cause it minimzes the opportunities for damage to their fishing areas.
To the extent that tanker traffic through the prime fishing areas can
be avoi ded, Seldovia woul d advocate |ocation of processing facilities on
their shore.

In Homer, the early environmental concerns have apparently
waned.  There is significantly less public concern now, though it is
difficult to identify exact reasons for the change. Mst likely it follows
the three reasons given above, in addition to the fact that certain
people felt that their concerns would continue to be ignored

Kenai residents naintained a favorable attitude about the Lower
Cook Inlet lease sale almst fromthe beginning. Wile the fishernen
negotiated with the oil companies to protect the fishing areas and
fishing gear, they were, apparently, never interested in preventing oil
expl oration or devel opment, only in assuring conpatibility. The fisher-
men recogni zed the benefits to the community from oil-related activities
and worked toward a harnonious existence with oil conpanies.

Kenai was al so better prepared for oil related activities than were
the other cities on the peninsula. For this reason, the potentials asso-
ciated with the Lower Cook Inlet were |less foreboding than they nay
have been for other conmmunities. One negative aspect has surfaced,
however . Residents in the Kenai area have sone bitter feelings about
the handling of |ease sale revenues. The sentinent is that the comun-

ities most affected (or nost likely to be affected) by the results of an
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OCS lease sale should capture nore of the benefits from sale revenues.
In particular, the comunity feels state expenditures (particularly
capital inprovenents projects ) should be increased to sale-affected
comuni ties

Soldotna residents expect to benefit from whatever devel opnent
occurs el sewhere on the peninsula. Because of its |ocation, Soldotna is
in a particularly good position to capitalize on econonic expansion in
ei ther Homer or Kenai. Even so, the community apparently has nore
positive feelings about Lower Cook Inlet devel opment than, for example,
the Alpetco project. This is because the commnity envisions nore cer-
tain and nmore stable inpacts fromoil exploration/devel opnent than from
a project like Alpetco. Q1 and gas is a proven commodity. Therefore,
they have confidence in the success (and subsequent conmunity bene-
fits). Alpetco and simlar projects are viewed as nore uncertain, likely
to create a boom effect because of the construction conponent, but not
clearly beneficial in the long-run.

The attitudes of the comunities of English Bay and Port G aham
were mxed. As in Homer and Seldovia, negative attitudes arose from
concerns regarding inpacts on the fishing industry, as well as on the
existing lifestyle. Sone interest was expressed concerning various
benefits which mght arise from developnent. To sone degree, atti-
tudes vacillated between the two communities. One reaction seems con-
sistent among all of the fishing conmunities (i.e. , Honer, Seldovia,
Port Graham English Bay and Kenai): the presence of drill ships and

supply boats in the Lower Cook Inlet has inproved the safety of the

fishermen through inproved, nore current weather reports, as ‘well as

fromrescue efforts.
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1. Aaskans constituted thirty-three percent of the workforce
associated with Lower Cook Inlet |easing activities. Many were in
admnistrative positions with the operating conpanies or in techni-
cal positions with service conpanies and spent only a portion of
their time on Lower Cook Inlet activities. Consequently, the pro-
portion of total man-nmonths contributed by Al askans to Lower Cook
Inlet efforts was only twenty-five percent.

2. Al though Kenai was the major shore base for Lower Cook Inlet
activity, very few adverse inpacts were docunented for the area.
Furthernmore, the sale generated little or no controversy in the
city. This is undoubtedly due to the already existing infrastruc-
ture and basic famliarity of Kenai residents with the oil industry
as a whol e.

3. Wile pre-sale expectations and activities apparently generated
consi derable interest and contrivers y in Honer, the unaninous
concensus of the individuals interviewed indicated very little social
or econonic inpacts fromthe actual sale activity. The statistics
back up these concl usions,

4. Mst of the Al askans enployed as a result of the Lower Cook Inlet
sale cane from Anchorage (ninety-one workers ). These individuals
were prinmarily associated with the operating and service conpanies
or involved in regulatory and permtting activities.

5. The data collected indicate no activity by the operators or their
subcontractors in Port Gaham or English Bay, The only activity
i n Seldovia was use of the dock for a short period during the bio-

| ogi cal and geohazards surveys. Activity in Seward was linited to
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sporadi ¢ use of the dock for shipments of tubular goods and nud
to Kenai.

In Homer, the primary areas of inpact involved use of the city
dock and airport. The dock was capable of handling the increased
traffic. ~ Two new helicopter hangars were built at the airport,
each primarily in response to the sale activity. There were also
incidents involving |oss of fishing gear in Kachemak Bay early in
the drilling period. This inpact was minimzed during the sunmer
of 1979 by delineating traffic lanes for the supply vessels.

The nodified Del phi technique used in this study has proven to be
an excellent tool for verifying social and econonic data and for ob-
taining the best possible information where little data exists.

The twO mmjor problens associated with the regulatory process
from the operators viewpoint were: 1) the requirenents to commit
to a drilling vessel and bring it to A aska before the vessel dis-
charge system was certified by the EPA; and 2) the timng of the
permt process. In order to begin drilling as soon as possible
after Cctober 1977, permtting requirements, such as the biol ogical
and geohazards surveys, had to be conducted during the winter.
Due to weather and other problens, most of these surveys were
not begun until spring of 1978.  Marathon, Wwhich attenpted to
satisfy the permtting requirenents during the winter, was still not
able to spud its first well until md-July of 1978.

Pre- sale expectations nay have caused nore significant inpacts,
particularly in Homer, than the post-sale events associated wth
this exploration only case. These pre-sale inpacts were not speci-

fically anal yzed in this study.
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EXAMPLES OF LEASE STI PULATI ONS AND
REQUI REMENTS FCR PERM T TO DRILL FROM
THE UNITED STATES GEOLOG CAL SURVEY FCR
THE LONER COOX | NLET LEASE SALE C.I.






UNI TED STATES
DEPARTMENT OF THE | NTERI OR
BUREAU OF LAND MANAGEMENT

Exanpl e of
Stipulations for Ol & Gas Lease Sale #CI
Quter Continental Shelf
Al aska

0CSs

BLOCK NO
Stipulation No. 1

I'f the Supervisor, having reason to believe that a site, structure
or object of historical or archaeol ogical significance hereinafter
referred to as “cultural resource,” may exist in the |ease area

gives the lessee witten notice that the |lessor is invoking the
provisions of this stipulation, the |essee shall upon receipt of
such notice comple with the follow ng requirenents:

Prior to any drilling activity or the construction of placement of
any structure for exploration or devel opment on the |ease, in-
cluding but not limted to, well drilling and pipeline and platform
pl acement, hereinafter in this stipulation referred to as “opera-
tion,” the |lessee shall conduct remote sensing surveys to determne
the potential existence of any cultural resource that may be
affected by such operations. Al data produced by such renote
sensing surveys as well as other pertinent natural and cultural en-
vironnental data shall be examned by a qualified narine survey
archeol ogist to determne if indications are present suggesting the
existence of a cultural resource that may be adversely affected by
any lease operation. A report of this survey and assessnment pre-
pared by the marine survey archaeol ogi st shall be submtted by the
| essee to the Supervisor and to the Manager, Bureau of Land
Managenent (BLM) Quter Continental Shelf (ocs) office for review

If such cultural resource indicators are present the |essee shall
(1) locate the site of such operation so as not to adversely affect
the identified |ocation; or (2) establish, to the satisfaction of
the Supervisor, on the basis of further archaeol ogical investiga-
tion conducted by a qualified marine survey archaeol ogist or under-
wat er archaeol ogi st using such survey equi pment and techniques as
deemed necessary by the Supervisor, either that such equipment will
not adversely affect the location identified or that the potentia
cultural resource suggeted by the occurrence of the indicators does
not exist

A report of this investigation prepared by the marine survey
archaeol ogi st or underwater archaeologist shall be submtted to the
Supervisor and the Manager, BLM OCS office for their review
Shoul d the Supervisor determne that the existence of a cultura
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resource which may be adversely affected by such operation is
sufficiently established to warrant protection, the | essee shal
take no action that may result in an adverse effect on such cul-
tural resource until the Supervisor has given direction as to its
di sposition

The | essee agrees that if any site, structure, or object of
historical or archaeol ogical significance should be discovered
during the conduct of any operations on the |eased area, he shal
report immediately such findings to the Supervisor, and make every
reasonable effort to preserve and protect the cultural resource
from damage until the Supervisor has given directions as to its
di sposition

Stipulation No. 2

|f the Supervisor, having reason to believe that an area of special
bi ol ogi cal significance may exist in the |ease area, gives the
| essee written notice that the lessor is invoking the provisions of
this stipulation, the |essee shall upon receipt of such notice
conply with the follow ng requirenents

Prior to any drilling activity orthe construction or placenent of
any structure for exploration or devel opnent of |ease areas in-
cluding, but not limted to, well drilling and pipeline and plat"

form placenent, hereinafter in this stipulation referred to as
‘operation,” the |essee shall conduct block-w de or site-specific
surveys, as approved by the Supervisor, to determne if the block
or site contains special biological communities that may be ad-
versely affected by any |ease operatin. If the surveys indicate
the existence of such communities, the I essee shall: (1) estab-
lish, to the satisfaction of the Supervisor, that such operation
will not have a significant adverse effect on the comunity identi-
fied, or (2) modify his operating procedure to mnimze the inpact
of the operation on the biological community. Such nodification
could include relocation of the drilling site

Al data obtained in the course of any biological surveys conducted
pursuant to the provisions hereof shall be submtted in a report to
the Supervisor prior to or with any application by the [essee for
drilling or other activity with a copy to the Minager, Al aska 0CS
Office.  Should the Supervisor determne that the existence of a
bi ol ogi cal resource which may be adversely affected by such opera-
tion exist, the lessee shall take no action that may result in any
adverse effect on such resource until the Supervisor has given the
| essee directions with respect to the resource

The |essee agrees that, if any conmmunities of special biologica
significance shoul d be discovered during the conduct of any opera-
tions on the |leased area, he shall report such findings to the
Supervi sor, and make every reasonable effort to preserve and pro-
tect the resource fromdamage until the Supervisor has given the
| essee directions with respect to the resource



Stipulation No. 3

The lessee shall include in his exploration and devel opment plans
submtted under 30 CFR 250.34 a proposed environnental training
program for all personnel involved in exploration or devel opment
activities (including personnel of the |essee’s contractors and
subcontractors) for review and approval by the Supervisor pursuant
to this stipulation. The program shall be designed to inform each
person working on the project of specific types of environnental

social and cultural concerns which relate to the individual’s job.
The program shall be fornulated and inplenented by qualified in-
structors experienced in each pertinent field of study and shal

enpl oy effective methods to ensure that personnel understand and
use techniques necessary to preserve archaeol ogical, geological and
bi ol ogi cal resources. The program shall also be designed to in-
crease the sensitivity and understanding of personnel to community

values, custons and |ifestyles in areas in which such personnel
will be operating.

The lessee shall also subnmit for review and approval a continuing
technical environmental briefing program for supervisory and

managerial personnel of the |essee and its agents, contractors and
subcontractors

Stipulation No. 4

The | essee must describe in the devel opnent plan the proposed
met hod of transportation of production. |If the proposed nethod of
transportation would significantly affect the quality of the human
environment and the nethod was not discussed in the Final Cook
Inlet Environnental Inpact Statement (published in Decenber 1976),
a decision on whether to approve the devel opment plan will not be
made until the original environmental inpact statement is supple-

mented or a new environmental inpact statement is conpleted on the
proposal

The lessor reserves the right to determne the nethod of
transportation of production, but his decision will be made within
the context of a planning program for assessment and management of
transportation of OCS oil and gas with the participation of

federal, state and local governnent and the industry. The |essor
specifically reserves the right to require that any pipeline used
for transporting production to shore be placed in certain manage-

ment areas. \Wiere it is determined by the |essor to be environ-
nental |y, technologically and econonmically appropriate, all pipe
lines, including flow lines and gathering lines for oil and gas,

shall be buried to a depth suitable for adequate protection from
water currents, sand waves, storm scouring, fisheries trawing gear
and other uses as determned on a case-by-case basis. Barging of
production may be pernmitted only in case of energency or under
special circunmstances as deternmined by the Supervisor



Stipulation No. 5

To reduce the inpacts of human disturbance (i.e., aircraft and
vessel traffic) at najor seabird colonies and marine mma 1
rookeries, boats will be routed to stay at |east one-half mle from
all colonies and rookeries from My 1 to Septenber 15. |n addi-
tion, during this period, fixed-wing and rotary aircraft nust nain-
tain a one-half mle horizontal and 2,500 foot vertical distance
from seabird colonies and marine nmammal rookeries. The |ist and
geoiraphi cal locations of major seabird colonies and marine manmal
rookeries will be available from the Mnager, Alaska OCS Office.
The location of any mjor colonies or rookeries discovered in the e
will be submtted to the Manager, Alaska Ofice, for addition to
the present list. Human safety will at all tines take precedence
over the provisions of this stipulation.

Stipulation No. 6

No underwater blasting which involves the use of high velocity

expl osives may be conducted on any |easehold unless:

(a) the Supervisor determnes that such plasting iS necessary to
protect human safety, fishing equipment or navigation;

(b) the Supervisor deternmines that the failure to permit such
blasting will result in greater environnental harm and eco-
nomc costs than the blasting itself; or

(c) the Supervisor determnes that such blasting will not pose a
risk of significant damage to marine life.

As used in this stipulation, “high velocity explosives” includes
any explosive with a burning rate greater than 5,000 fps or
creating a pressure curve with a sharp spike and a rise time of
less than 0.18 m|liseconds.

Stipulation No. 7

To assist coastal comunities in planning for the inpact of
activities during exploration under this lease, the |essee shall
submt, for review and comment, to the Governor of the State of
Al aska and to local jurisdictions that will be directly affect by
those activities, a “Notice of Support Activity for the Exploration
Progranf (called hereafter in this stipulation “Notice”). \Wen the
| essee has doubts as to which local jurisdictions shall be in-
formed, he will be guided by the advice of the Supervisor. The
| essee shall not be required to include privileged information in
the Notice. A lessee shall have discretion whether to submt a
separate Notice in connection With each Exploration Plan submtted
under 30 CFR 250.34 on a |lease or to submt a Notice in connection
with two or nore Plans on one or nore |leases. The Notice shall not
be subject to approval or disapproval by the Supervisor.

A copy of the Notice shall be subnmitted to the Supervisor
simul taneously with, or prior to, the Exploration Plan with a cer-
tification that it has been submtted to the Governor of the State
of Alaska and to the local jurisdictions that will be directly
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affected by activities under the Plan. If the |essee shall submt
a Notice in connection With two or nore Exploration Plans, he shall

® not be required to submt additional copies of the Notice, but may
instead refer to that previous submssion. Before the Supervisor
approves or disapproves the Exploration Plan, he shall allow at
| east 30 days from the date of receipt of the certification for the
CGovernor and local jurisdictions to submt comments on the Notice
to himas well as to the |essee. Subsequent to the submission of

PS the certification, significant changes in estimated support activi-
ties will be forwarded by the |essee, as an anmendnment to the
Notice, to the Supervisor, the Governor, and to the local jurisdic-
tion that will be directly affected by the program

The Notice shall include with respect to the |essee and his

® contractors:

(1) A description of the facilities, including site and size, that
may be constructed, |eased, rented or otherwise procured in
affected areas;

(2) The location and amount of acreage required within the state
for facilities, including the need for storage of various sup-
plies;

® (3) An estimate of the frequency of boat and aircraft departures
and arrivals, on a nmonthly basis, and the onshore | ocation of
termnals;

(4) The approxi mate nunber of persons who are expected to be
engaged in onshore support activities and transportation, the

o approxi mate nunber of |ocal personnel who are expected to be
enpl oyed for or in support of the exploration program and the
approxi mate total nunber of persons who are expected to be
enpl oyed for the exploration program

(5) Estimates of the approximate addition to the population of the
local jurisdiction because of the exploration program and the

P ?pp_rlo_xi_rrate nunber of persons needing housing and other
acilities;

(6) An estimate of any significant quantity of najor supplies and
equi prent to be procured within the state; and

(7)  The onshore addreses of the |essee’s operation offices and of

the offices of contractors involved with the exploratory
PN operation.

Stipulation No. 8

Unl ess the |essee can denobnstrate to the satisfaction of the
Supervisor that it would not be in the interests of conservation,
® all reservoirs underlying this |ease which extend into one or nore
other |eases, as indicated by drilling and other information, shall
be operated and produced only under a unit agreenent including the
other lease(s) and approved by the Supervisor. Such a unit agree-
ment shall provide for the fair and equitable allocation of produc-
tion and costs. The Supervisor shall prescribe the method of allo-

® cating production and costs in the event operators are unable to
agree on a method acceptable to him
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UNI TED STATES
DEPARTMENT OF THE | NTERI OR
GEOLOA CAL  SURVEY
CONSERVATI ON DI VI SI ON
ALASKA AREA OCS OPERATI ONS

Exanpl e of
Condi tions of Approval to Drill for Gl and Gas

The casing, cenenting, blowout prevention and nud progranms shal
comply Wth the mninmm requirements outlined in OCS Oder No. 2
unl ess otherwi se established by field drilling rules. In the event
the well is plugged and abandoned, the work will be conducted in
accordance with OCS Order No. 3.

A daily chronol ogical drilling and progress report (one copy, no
prescribed form nust be submtted to the 0ocs District Supervisor,
Al aska Area, P.0. Box 259, Anchorage, Alaska 99510 (or by tele-
phone, if perferable to the operator). This report shall comence
with the spud date and shall include drilling depth, nmud weight and
principal itenms of work done during the previous day (running
casing, testing, coring, sidewall sanpling, logging, etc., and in-
cluding zones of abnormal pressure, [lost circulation, depth of
kicks, or other hole difficulties encountered which caused cessa-

tion of operations or nodification of the approved drilling plan).
This report nust be continued until the final status of the well is
established (shut in or producing oil or gas well, tenporarily

abandoned, suspended, etc.).

The applicable reports and |ogs required under 30 CFR 250, 38 and
250.90 through 250.95 of the OCS operating regulations wll be
properly and tinely submtted. One copy of all field prints of in-
dividual runs of all well logs (electrical, radioactive, direc-
tional, etc.) nmust be subnitted as soon as available, but no later_
than 30 days after running of the logs. Two copies (1 blueline and
1 sepia) of all the final logs nust be submtted as soon as avail-
able.  The conpletion report, Form 9-330, in duplicate, nust be
submtted no |later than 30 days after conpletion of the approved
work.  Public information copies, Form 9-330, shall be submitted
pursuant to OCS Order No. 12. The above submttals should be nade
to the OCS District Supervisor at the address shown on Paragraph 2
above.

Al changes to the approved submtted plan, plans for suspension of
operations, plugging or plug back, should be filed in a witten
notification of such intent and approval fromthe District
Supervi sor should be received prior to inplementing these changes.
Form 9-331, in triplicate plus the public information copy, “Sundry
Notices and Reports on Wells,” wll be used for this witten noti-
fication. Energency approval may be obtained verbally, but such
approval does not waive the witten notice requirement.

The sane Form 9-331 shall also be used by the operator for filing a
subsequent report with details of the conpleted operation.



To acconplish the purpose of 30 CFR 250.38, 250.95 and ot her
pertinent regulations, all occurrences of oil, gas, sulphur and
other mnerals of potential geological interest will be noted on
the conpletion report or on a marked electric log to include all
i nportant zones of porosity and contents thereof, cored intervals,
and conplete details on all drillstem or formation tests. Exact
copi es of any analysis of coresnust be subnitted.

The identify of rock units in tine-stratigraphic terms will be
established by showing, as accurately as the present state of
know edge allows, the depths to the top of the upper Pliocene, md-
dle Pliocene, |ower Pliocene, upper Mocene, mddle Mocene, etc.,
on the conpletion report or on a marked electric log. At the dis-
cretion of the Area Office, a palaeontological identification of
all formnifera and nannoplankton by depth shall be reported to the
Area Ofice; or washed and unwashed wel| sanples nornally main-

tained for palaeontological determ nations, shall be furnished to
the Area Office.

The disposal of waste materials fromthis drilling operation nust
be in conpliance with Gulf of Alaska OCS Order No. 7.

Before conpletion, suspension or abandonment procedures area
comenced, the District Supervisor shall be given sufficient |ead
time to examne well records and give approval of the proposed dis-
position of the well. Any request for approval of conpletion, sus-
pension or abandonment Cust include a drilling nud disposal plan
whi ch neets the objectives of Qulf of Alaska OCS Order No. 7
part 1.A(2). At the present time, nud disposal in the Lower Cook
Inlet will be linmted to 30 bbls per hour with a dilution ratio of
25 (sea water) to 1 (rmud), between March 15 and Septenber 1. Be-
tween Septenber 1 and March 15, no naximum discharge will be im
posed, but the discharge mut be diluted 4 to 1. This maximumrate
and dilution ratio are inposed because of the concerns of the
Al aska Departnment of Fish and Game, National Marine Fisheries
Service and U S. Fish and Wldlife Service. These |imtation will

be enforced until there are studies or information to disprove this
concern.

Representative cuts (washed) of all ditch sanples and cores shall
be collected for the U S. Geol ogical Survey. Ship sanpl es to:
Area Ceol ogist, USGS, 800 “A’ Street, Anchorage, Al aska 99501.

An Environmental Training Program for all personnel involved in
exploration or devel opment on site shall be inplemented pursuant to
Lower Cook Inlet |ease stipulation No. 5. a1l personnel shall in-
clude contractors and subcontractors. A report of personnel
trained will be maintained at the drillsite.
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Ofice and mailing addresses

O fshore District Supervisor, Alaska Area

Conservation Division

U S. Geol ogical Survey
800 “A" Street

Anchor age, Al aska 99501

Area Geol ogi st

U.S. Ceol ogical Survey

800 “A” Street

Anchor age, Al aska 99501
(Sanples and core cuts only)

Tel ephones: G| and Gas Supervisor
O fshore District

271-4303
271-4348

Answering service for nights and weekends

271-4303



