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Mr, P, J. Mills, Acting Secretary
Board of Commigsioners of the
Deep Draft Harbor and Terminal Authority
29th Floor, International Trade Mart
New Orleans, Loulslana 70130

Dear Mr, Mills:

I am pleased to submit Report No. 1 in a series of Louisiana Superport Studies. The
report documents initial data analysis activities and provides preliminary recommen-
dations concerning the development of a deep water port for Loulsiana,

The study was sponsored by the Louisiana Superport Task Force—the predecessor of the
Authority--and, in part, by NOAA Office of Sea Grant, U. S. Department of Commerce,
The work was directed by the Center for Wetland Resources of Louilsfana State Univer-
gity at Baton Rouge and conducted during the period 1 January 1972 - 15 June 1972,
University perscommel from the Center, the College of Business Administration, the
College of Engineering, and the Law Center contributed to the study, Dr, James H.
Stone served as project director and coordinator. The legal section of the report
was prepared by Messrs., Marc J. Hershman, Armin J. Moeller and H. Gary Knight; the
economics sectiom, by Dr. David B. Johnson; the envircmmental section, by Drs. Sher-
wood M. Gagliano and John W. Day, Jr.; the engineering section, by Dr. Charles A.
Whitehurst, Dr. David Modlin, Mr. W, T. Durbin and Mr. CGreg Matherne. Technical
support and information provided by the staffs of the Louisiana Superport Task Force,
the Board of Commissioners of the Port of New Orleans, the Louisiana State Planning
Office, the Lowislana Reglster of State Land 0ffice, and the Lower Mississippi River
Field Facility of the U, 8, Environmental Protection Agency is gratefully acknowledged.

In addition to preliminary recommendations, an cutline of proposed future studies
is included in the report. Budget and scheduling estimates for these studies are
also provided. Much of the material--in draft form--was previously supplied the
Louisiana Superport Task Force and partielly incorporated in its June 1972 report
entitled A Superport for Louisiana.

We are especlally pleased to assist the Authority in achieving its assigned objec-
tives. The LSU Center for Wetland Resources is dedicated to the application of
university capabilities in the solution of practical coastal and floodplain problems
and the encouragement of cooperative university-government-industry programs, The
development of a loulsiana Superport can provide an important--and ideal--mechaniam
to demonstrate the effectiveness of such cooperation in maximizing benefits for the
people of Loulsiana and the nation.

Sincerely
Jack R. Van Lopil
Director

Center for Wetland Resources
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SUMMARY OF RECOMMENDATIONS

We believe that a Superport* can be effectively located off
the coast of Louisiana between Bayou LaFourche and Southwest Pass.
This general location 6ffers the economic advantages of close proxi-
mity to the Mississippli River and other inland waterways and water
depths sufficient to handle superships**, We also believe that this
preject, 1f carefully conceived, can be Implemented between 1976-78
in such a way that environmental constraints and stresses will be
minimal,
PREMISES

Before discussing the rationale leading to the above conclusions,
the specific site, and recommendations for that site, it is necessafy
to state explicitly that these preliminary recommendations are based
on readily available data. No field investigations or monitoring
programs were conducted and, as a result, the data base for certain
areas is incomplete. Additional baseline data must be gathered over
the next two years. For this study we assumed the following:
1. An oil and gas shortage exists in the United States.
2, 01l refineries in Louisiana will need to import additional crude

oll and gas by about 1975.

3. Superships will be increasingly employed in world trade.

*"Superport™ and "deepwater port'' are considered to be synonymous
terms and are defined as facilitiles which are capable of receiving
superships and handling their cargoes and related needs.

**Ships with a minimum dead weight tomnnage (DWT) rating of 200,000
and drafts up to 90 feet.



PRELIMINARY RECOMMENDATIONS

1.

3.

Louisiana should create a governmental agency to deal specifically

with Superport (or equivalently, deepwater port) problems gg g

means of establishing appropriate plans and objectives, such as

sultable environmental safeguards and controls.

The Superport should be located in waters equal to or greater

than 100 feet in depth between Bayou LaFourche and Southwest Pass.

To cbtaln maximum economic advantage for Louisiana, the Superport

should be constructed as soon as possible.

The Superport should be, initially, only an oll-receiving terminal,

and only one such terminal should be developed off Loulsiana.

The environmmental and engineering design of the Superport should

be adequate to incorporate the flow of all types of commodities

at a later time. Crude oil might be better handled at a (initially

constructed) separate and distinct terminal, but this terminal

should be contiguous to future terminals receiving other commodities.

Work must begin immediately in the following areas:

a) Formulation of an Envirommental Protection Plan as specified
according to Loulsiana Revised Statute 34:3101~3114.

b) Clarification of the legal aspects of port operations on the
high seas and seabeds beyond the state's jurisdiction.

c¢) Acquisition of accurate petroleum-flow data and study of

these under varying assumptions.



d) Acquisition.of other commodity~-flow data.
e) Determination of comparative costs of port construction,
operation, maintenance, and finances.
£f) Determination of potential economic impact of a Superport
on future state revenues and economic development within
Louisiana.
g) Initiation of field investigation of various environmental
factors such as currents, meteorology, and soll foundations.
h) 1Initiation of computer model studies of types of Superport
structures (such as semisubmerged platforms) or breakwater
systems.
RAIIONALE FOR RECOMMENDATIONS
Basis for Recommendation 1.
Louisiana should create a governmental agency to deal specifically
with Superport (or equivalently, deepwater port) problems as a
means of establishing appropriate plans and objectives, such as
gsuitable envirenmental safeguards and controls.
We believe that some state control is neceasary. If port operations
are outside the state's jurisdiction, it might be necessary for legal
restrictions to apply at the point at which the pipelines enter state
jurisdiction. State control ensures that additional Superports or
deepwater ports are not established in an unprofitable and random
manner, and that meaningful environmental controls are established.

(See also the legal section of this report.) Also, state control would,

it is hoped, ensure multiple use and rational conservation of the



resources of the ccastal wetlands,

We do not believe that a Superport designated as an oil terminal is
simply another oil platform. TFor example, the pro)ected flow of oil
through one port has been placed.at approximately four million barrels
per day, or about one and one half billion barrels per year. This
volume of oil is of the same order of magnitude as the total 1968
production from both_onshore and offshore Louisiana. If we assume

' accidental spillage during operations at rates between 0.001X% and
0.00004%**%, then the respective losses amount to approximately

15,000 or 600 barrels (2100 or 84 long tons) of oil per year. We

do not know whether the coastal and estuarine waters off Louisiana
can assimilate this oil without degrading the environment, nor d?
these figures take into account the possibility of a massive spill.
The probability of occurrence of a massive spill at any one time is
probably quite small, but operations over 10 to 20 years will proba-
bly greatly increase the possibility of an accident. We believe that
the development of severai sites would increase the likelihood of a

massive spill and of massive damage to coastal wetlands.

*From: Arthur, D. R. (1968), "The biological problems of littoral
pollution by oil and emulsifiers.” In symposium proceedings of '‘The
Biological Effects of 0il Pollution on Littoral Communities."” Editors:
J. D. Carthy and D. R, Arthur. Published by the Field Studies Council,
9 Devereux Court Strand, London, W.C. 2.

**From: Dedera, D. (1972), "Port Valdez: Victim of Progrese or
Model for the Future.” Oceans 5(3):33-43.



It is our view that the project would be greatly expedited 1if the
environmental problems are met forthright and "head-on." If the
designers of the Superport properly plan for environment protection,
criteria will be developed for evaluating the envirommental impact
and for preserving renewable resources which provide foo& for man
and recycle essential nutrients for all life processes. Once such
criteria are developed, they should minimize federal delays because
the criteria will be valid as required by federal law. Furthermore,
environmental interests should favorably recognize the demonstration
of good intent, the identification of and work on environmental
unknowne, and the development of techniques for evaluating the
environmental impact of future projects.
Basis for Recommendation 2.

The Superport should be located in waters equal to or greater

than 100 feet in depth between Bayou LaFourche and Southwest

Pass.
The second recommendation is based on a preliminary critique of what
we consider to be the major stresses and constraints of a Superport
development at various locations off the Louisiana coast. We define
a constraint as 'any process or condition which acts as a limiting
factor or an encumbrance to the particular project." We define
stress as "any effect which the particular project would have on the
environment." Constraints can be natural and culturally induced,

and both types are considered in our evaluation.

A primary constraint to Superport development is distance from the

shoreline to water depths greater than or equal to 100 feet. This



requirement is best satisfied in the area between Bayou LaFourche
and Southwest Pass. Other areas, such as East Bay and Garden Island
Bay, have adequate water depths close to shore but are ruled out
because of poor foundation conditions-~as indicated by mud lumps,

subsurface folds and slumping.

The coastal area west of Bayou LaFourche is considered unsuitable
because required water depths do not occur close to shore and the
area accounts for only 4% of ocean-going commodity flow in the
Central Gulf region. Approximately 78% of ocean-going traffic in
the Central Gulf flows on the Mississippi River; hence economic

constraints favor an area close to the Mississippi River.

Two major environmental stresses assoclated with a Superport concern
possible oi1l spill damage and the utilization of coastal wetlands
and estuaries as support facility areas. Some of the world's most
productive estuaries lie north of the recommended area, but we
believe that the surface water circulation here is more favorable
than elsewhere because of the prevailing westerly set. We have not,
as yet, delineated those specific areas that always, or almost
always, have westerly currents so that any potential oil spill will
not be carried into the estuaries., We further recommend that the
support facilities and activities for the port be confined to narrow
zonas parallel or close to existing canals, waterways and trans-

‘coastal corridors.



Basis for Recommendation 3.
To obtain maximm economic advantage for Louisiana, the Superport
should be constructed as soon as pessible.
Our data suggest that Louisiana may have a distinct short-term (10-15
years) advan;age over Texas in terms of exporting crude oil by water.
For example, Louisiana currently sends more than twice as much crude
to the East Coast by water than does Texas; but, because of declining
reserves, it is probable that an increasing proportion of this export
oi; will be allocated to Louisiana and Texas refineries. This predic-
tion implies that outbound shipments of Louisiana-produced crude oll,
now & major export from the Gulf, will eventually decline and the
area will bacome a net Importer.
Basis for Recommendation 4.
The Superport should be, initially, only an oll-receiving terminal,
and only one such terminal should be developed off Louisiana.
If the projected petroleum needs for the United States are correct and
must be met by increasing the importation of foreign oil by means of
superships, then it is logical to assume that the first U. 5. Superport
will necessarily be an oil-receiving terminal. Also, crude oll is
presently the predominant commodity utilizing superships for transport.
In addition, preliminary analyses of wave data suggest that a break-
water system will be necessary for port operations involving off~loading
of commodities other than oil. Since an oil terminal, such as single-
point mooring system, does not require a breakwater, the costs for such

a terminal would be considerably less than for a wulti-commodity facility.



Any Superport or deepwater terminal developed to handle a particular
commodity will tend to become the predominant economic activity in
that area, thus creating a situation not of multiple use but of
exclusive use. For example, such a port would require extensive
safety and anchorage fairways which would take precedence over other
activities in the area. Environmental controls and éafeguards will
probably require significant expenditures, and it is our belief that
such controls will be more effective and cumulatively less expensive
if only one terminal is developed. In summary, because of possible
environmental impacts and effects on other activities, the number 6£
such facilities should be highly restricted.
Basis for Recommendation 5.
The environmental and engineering design of the Superport should
be adequate to incorporate the flow of all types of commodities
at a later time. Crude oil might be better handled at a
{initially constructed) separate and distinct terminal, but
this terminal should be contiguous to future terminals receiving
other commodities.
The bases supporting recommendations 1 and 4 are applicable here.
We assume that the deepwater port will initially be an ¢il terminal,
but we also assume that other commeodities, such as slurried orea
and dry bulk, will eventually be shipped by means of superships.
This assumption means that the deepwater port should ultimately
handle all types of cargo. Consequently, it is logical from both an

econcmic and an environmental viewpeint to plan for this in the



initial stages. In addition, our economic analysis indicates that
the present commodity flows outbound from the Port of New Orleans
are amenable to transport by superships. For example, 72% of out-
bound commodities are made up of crude petroleum, farm products,
and petroleum products and the major imports are metallic ores. All
of these could easily be transported by superships.
Basis for Recommendation &.
Work must begin immediately in the following areas:
a) Formulation of an Environmental Protection Plan as specified
accordiqg to Louisiana Revised Statute 34:3101-3114.
b) Clarification of the legal aspects of port operations on the
high seas and seabeds beyond the state’s jurisdiction.
¢) Acquisition of accurate petroleum—flow data and study of
these under varying assumptions.
d) Acquisition of other commodity-flow data.
e) Determination of comparative costs of port construction,
operation, maintenance, and finances.
f) Determination of potential impact of a Superport on future
state revenues and economic development within Louisiana.
g) Initiation of field investigation of various environmental
factors such as currents, meteorology, and soil foundatioms.
h) 1Initiation of computer model studies of types of Superport
structures (such as semisubmerged platforms) or breakwaier
systems.

It is essentlal that the continuity of research effort be maintained.



We estimate that work required for the development of a deepwater

port can be accomplished within the time frame and costs presented

below:
COST PER FISCAL YEAR
STUDY AREA TOTAL COST* F 73 F 74 F 75
Legal 30 30 - -
Economic 100 40 40 20
Engineering Design
Evaluation¥#® 150 50 50 50
Environmental 450 200 150 100
70 20 200 170

#In thousands of dollars
#*Evaluation of structural design at proposed ports, pumping stations,

pipelines, anchoring facilities. Funds required for the actual
preparation of these designs are not included.
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I. legal Recommendations

Legal recommendations are given in four categories: A, State,
B. Environmental, C. Federal and D. Infernational. Each category
begins with a general statement of the problem, followed by recom-
mendations for its legal solution.

A, State

If a éuperport facility is constructed within three milés of
the Louisiana coastline, Louisiana's jurisdiction wpuld be nearly
absolute since the Submerged Lands Act granted the coastal states of.
the United States title to the submerged lands lying within three miles
of the coastline. The only significant state~federal legal problem
in this area is the need for compliance with the navigational rules
and procedures promulgated by the Coast Guard and the necessity to
obtain a permit from the U.S. Army Corps of Engineers to erect a
structure in the navigable waters of the United States. These and
related matters will be discussed in Section C.

Pregsent state law relative to port, harbor and terminal
operations is typical of that found in most other states, Authority
over individual port operations is decentralized at the parish (county)
level. Members of the board of commissioners, the governing authority
of the individual ports, vary from repregsentatives of port-related
businesses In the largest port, New Orleans, to members of town councils
and police juries In the less significant districts. Almost without
exception commissioners are elther appointed or nominated by loeal

interests.

16



Article 14, Section 31 of the Constitution of the State of
Louisiana has provided a relatively simple procedure for the creation
of new port districts. Only a majority vote of the Legislature is
required. The decade of the siﬁties saw a proliferation of these
politically popular entities until there are now approximately
thirty~-six in Louisiana. Many, however, can be more realistically
referred to as "paper ports." The concept of a unified Department
of Transportation encompassing a Division of State Ports has not yet
been seriously considered in Louisiana.

It is clear that the state has title to all submerged lands
within three miles of the coastline. However, it 1is possible to
interpret Article 14, Section 31 as delegating jurisdiction over the
use of submerged lands to present or future port districts. La. R.S,
49:6 provides that the jurisdiction of a coastal parish extends gulf-
ward to the limit of the state's jurisdiction and in at least two
statutes a port district's jurisdiction has been made coextensive with
the jurisdiction of the coastal parish. This situation could result
in multiple superport developments both economically unsound and

destructive of the state's delicate coastal and marshland ecosystem,

Recommendations

1. QLouislana should create a statewlde authority with
exclugsive jurisdiction to promote, plan, develop, construct, operate,
maintain, and disassemble a Superport consisting of a structure, series
of structures, or any facility necessary or useful to superport
operations.

2. The goals of the Superport Authority should be:

17



a. To promote, in addition to port operations, sclentific,
recreational, and all ofher uses of a Superport which would be in the
public interest;

b. To accommodate and plan for the technological innova-
tions occurring in the worldwide and domestiﬁ shipping industry to
increase Superport efficiency and the flow of commerce through it;

¢. To protect environmental values and Louisiana's unique
coastal marshland ecosystem through the adoption of an Environmental
Protection Plan;

d. To assert and protect Louisiana's economic, social,
environmental, and political interests in any Superport development in
proximity to the Louisiana coastline.

3. The minimum legal requirements necessary for successful
Superport Authority development and operation are:

a. Protection of the state's existing investment in deep-
water ports;

b. The smallest Board of Commissioners politically
acceptable which adequately provides for effective statewide repre-
sentation;

c. Recognition of the policy-making role of the Board of
Commissioners;

d. Gubernatorial appointment of Commissioners to assure
that Superport development reflects current state policy;

1) Flexibility in appointment procedures in order that
the Governor has the power to choose those candidates with the highest

personal qualifications;

18



2} Short terms not in excess of five years to infuse
the Board with fresh ideas and leadership in accordance with evolving

state policy;

e. The need for a qualified Executive Director to be the
highest executive officer within the Authority;

1) The Executive Director should be selected by the
Board of Commiésioners and.serve at their pleasure;

2) In the initial stages of Superport &evelopment, the
Executive Director should be experilenced to handle the promoticnal
effort; later, a professional executive director will be necessary to
direct operations;

f. An anmnual report to the Governor showing the scope of
activities and financiél condition of the Authority;

g. A procedure for the acquisition of state-~owned sub-
merged lands by the Authority under long-term lease for development
of Superport facilities;

h. A general grant of authority to do all things necessary
or useful for Superport development including the powers delegated by
Article 14, Section 31 of the Constitution of the State of Louisiaﬁa
to port, harbor and terminal districts;

1. Dedication of all revenues derived from Superport
operations to the Authority to assist financing and payment of Authority
expenses;

j. Adherence to present Public Contract laws of the state;

k. Transfer of any surplus, after payment of all Authority

expenses, to the General Fund;
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1. The adoption of an Environmgntal Protection Plan as
integral part of Superport development without which such development
cannot proceed.

B. Environmental

The coastal plain and marshlands of Louisiana is one of the
most biologically produétive areas in the world and encompasses over
7,000,000 acres of wetlands and waterbottoms. The recreational
benefits of our state's hunters and fishermen are immeasurable. The
direct economic benefits to derivative industries (fishing, shrimping,
oyster, trapping, etc.) run into hundreds of millions of dollafs
annually. These renewable resources are distinguished from extractive
resources (oil, gas, sulfur, etc.) by the fact that they are naturally
dependent upon Louisiana's delicate coastal and marshland ecosystem.
Recent gains in harvests of livinglreSOurces suggest that Louisiana
may not have yet reached its optimum yield. |

The legislatures of Delaware and Maine have restricted off-
shore Superports adjacent to the coasts of those states. In many other
locations along U.S. coasts, strong demands are being made for pro-
tecting the coastal environment.

Federal and State law provide authority for protection of the
environment but controls are not centralized in one agency and standards
and criteria are uncertain and changing. The many different regulatory
programs must be viewed from the perspective of a coastal Louisiapa
Superport operation and integrated into a specific environmental pro-

tection program. The program could reflect and anticipate new
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environmental protection procedures specifically suited for Louisiana's
coastal environment.

Funds for environmental surveillance, monitoring, and enforce-
ment are insufficient and normally dependent upon yearly appropriations
from general funds of state and federal government. Mechanisms are
needed to build into the operating costs of the Port costs associated
with environmental protection.

To protect Loulsiana's unique coastal zone, build in environ-
mental planning and evaluation at the outset, provide a mechanism for
integrating the many regulatory programs which anticipate new environ-
mental protection needs, and provide a firm financial base‘for the
protection of the environment, a specific Environmental Protection Plan
should be in existence at all times which Will insure protection of
the coastal enviromment.

Recommendat ions

1. It shall be the mandatory duty of the Superport Authority
to promulgate an Environmental Protection Plan (hereinafter referred
to as Plan)} which plan'shall be created by the Executive Director,
Wild Life and Fisheries Director and the Director of the LSU Center

for Wetland Resources.

2. The Executive Director shall be charged with the responsi-
bility of following the requirements of the Plan in carrying out all

aspects of Superport development,

3. The best talent available in Louisiana shall be charged

with creating the Plan. Environmental groups and other interested
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parties shall have the opportunity to provide input for the Plan.
4. The Plan shall be promulgated under the rule-making pro-
cedures of the Louisiana Administrative Procedure Act (La. R.S. 49:
951-966) .
5. The Plan shall provide for amendments at any time to
reflect changes in Superport development or operationms.
6. All costs in developing and carrying out the Plan shall be
considered an inter;él cost of Superport development and operatiomns.
7. The Plan should consider -
a. An inventory of all stresses on the environment which
can be reasonably expected in pursuing Superport development;
b. Environmental data affecting site selection;
c. How facility design might minimize potential environ-
mental damage;
d. What methods of operation would minimize envircnmental
damage;
e. A monitoring program to detect new gstresses;
f. Compensating the coastal environment for areas lost to
Superport development;
g. Analyzing all ongoing environmental programs to avoid
duplication and enhance coordination and cooperation.
€. Federal
In granting to states title to the submerged lands within three
miles of the coastline the Federal Government did retain a "naviga-

tional servitude," and thus compliance with navigational rules and
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procedures of the Federal Government including the duty to obtain a
permit from the U.S. Army Corps of Engineers to erect a structure in
navigable waters is required. As an additional requirement the
National Environmental Policy Act of 1969 requires that an environ-
mental impact statement be submitted whenever any major federal action
significantly affecting the quality of the human environment is involved.
The Maritime Administration and the Corps of Engineers, except
for the above regulatory requirements, are without legal authority to
operate ports or develop a comprehensive national ports policy. The
United States presently claims only a three mile wide territorial sea.
Nevertheless, a twelve mile territorial sea may become international
law in the very near future. Should this occur and Congress so wishes,
it could delegate to some federal agency the guthority to administer
a Superport located between 3 and 12 miles from the coastline in a
manner similar to the Department of Interior's administration of con-
tinental shelf lands for extractive resource use.

Recommendations

l. To assert Louisiana’s interest in any Superport development
in proximity to the Louisiana coast, the Authority should be empowered
to negotlate and enter into contracts with divisions of the Federal
Government or other states of the United States comcerning Superport
development, including jurisdictional aspects of the location of the
Superport, sharing of revenues derived from the operation of a Superport,
and promulgation.and enforcement of regulations governing Superport

operations.
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D. International
There is no definitive statement of authority as to who, if
anyone, has the jurisdiction to construct and operate a Superport
beyond the limits of national jurisdiction {presently three miles for
the U.S., twelve for most other nations). The Outer Continental Shelf
Lands Act has been thought to restrict United States jurisdiction to

exploration and extraction of natural resources from the seabed and

subsoil. The question of jurisdiction appears to have arisen at this
time in few coastal natioms. -In Belgium, bills introduced in parlia-
ment to unilaterally create such jurisdiction were rejected by the

Conseil d'Etat which reasoned that installations not used for the

exploration or exploitation of natural resources of the continental
ghelf did not come under Belgian jurisdiction. Serious questions also
arise concerning National policy on this issue in view of the pending
Third United Natioms Conference on the Law of the Sea.

The possibility exists that a specific superport site could be
encompassed by the provisions of Article 9 of the Territorial Sea
Convention describing roadsteads. Nevertheless, international authority
for this approach is lacking.

Recommendations

1. The Louisiana Superport Authority should seek close liaison .
with the Department of State with a view toward determining the potential
effect of current international law of the sea negotiations on the
willingness of the State Department to accede to an unprecedented use
of the high seas and seabed off the Nation's coast. The Authority

should also encourage the United States Government to seek internat ional
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agreement authorizing construction of superport-type facilities on
the high seas and seabed.

2. The Louisiana Superport Authority should seek close liaison
with the Department of the Interior, the Department of Justice, and
other interested Federal agencies, with a view toward negotia;ing
suitable legal arrangements for locationm of the superport on outer
.continental shelf lands. To this end, the Superport Authority shﬁuld
be empowered to negotiate and enter into agreements with the Federal
government concerning jurisdiction, operating regulations, division
of revenues, and related matters.

3. The Louisiana Superport Authority should seek issuance of
a Presidential Proclamation pursuant to the Quter Continental Shelf
Lands Act withdrawing from mineral development an appropriate area
surrounding the superport facility. Review of the system of "shipping
safety fairways' should also be undertaken with a view toward pre- -
serving safety of navigation in the area.

4. The Louisiana Superport Authority should follow closely
and study developments at the international level concerning protection
of the marine environment and should ensure that the superport facility
complies with any international standards adopted for the_protection
of the marine environment.

II. State, Local and Environmental Aspects of a Gulf of Mexico Superport
A. Intrecduction
The possibility of developing a Louisiana superpqrt first

became evident in August 1971, when an unknown corporation applied for
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a lease of state waterbottoms as a superport site.1 Many questions
were raised by concerned groups over such an unprecedented use of
state waterbottoms.2 Complicating these questions was the assertion
by a local port authority that it had jurisdiction over the proposed
superport site and would require any lessee to gubmit to whatever
charges or regulations it might impose.3 The entry of a second
bidder for the site raised new questions as to the potential value
of a superport site and whether the best interests of the state required
the immediate leasing of state waférbottpms for this purpose. In
response to the many unanswered questiohs and the developing contro-
versy the Governor created an advisory committee to study the prdblem.a
Despite strong objections from the locsl port authority offi-
.cials the committee found preaent-state law to be inadequate and new
legislation required. The outgrowth of their recommendations and the
subsequent efforts of the Louisiana Superport Task Force was the

enactment of the Deep Draft Harbor and Terminal Authority Act of 1972,

lSee notes 51 and 52, post.

2See note 51, Letters from the Port of New Orleans, Gulf South
Research Institute, U.S. Corps of Engineers, Plaquemines Parish Commis-
sion Council, State Planning Office, Louisiana Wild Life and Fisheries
Commission and the Louisiana Intracoastal Seaway Association to Ellen
Bryan Moore, Register of State Lands, September 1970-December 1970.
3See note 64, post.

4See note 54, post.
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Several major legal areas which must be understood in con-
sidering any proposed Louisiana superport are (1) the present port
system of Louisiana; (2) the controversy over state versus local con-
trol of a Louisiana superport; (3) critical issues which face Louisiana
superport development; (4) the resolution of these critical issues
and (5) issues requiring further research and analysis.

B. The Port System of Loulslana

There are thirty-six port commissions or port, harbor and
terminal districts in Louisiana. The Board of Commissioners of the
Port of New Orleans, which is the oldest, was created by legislative

3 Until 1952 only five additional port authorities had

act in 1896.
been created including the major deepwater ports of Greater Baton
Rnuge and Lake Charles. Since 1954 new port authorities have been
created at almost every session of the legislature. Invariably, each
new port authority established by statute or constitutional amendment
provides for (a) a board of commissioners appointed by local interests
and (b) jurisdiction amnalogous to parish, ward, or municipal boundaries.

1. Ports Created by Statute

Most Louisiana port authorities have been created by

statute. Article 14, Section 31 gives the legislature, by majority

vote, the right to create port, harbor and terminal districts. The

section has been amended twice since its creation in 1924 to expand

5La. Acts 1896, No. 70. Act was never codified as part of the
Revised Statutes.
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the powers which could be delegated by the legislature to such statu-
torily created ports. It authorizes the legislaturé to create port,
harbor and terminal districrs as political subdivisions of the state
possessing full corporate powers; to fix their territorial limits; to
provide for their organization and government, and to define the duties,
powers, and jurisdiction of their governing authorities. Powers which
the legislature may delegate to the port, harbor and terminal district
include the following: authority to own, construct, operate, and
maintain docks, wharves, sheds, elevators, and all other property
necessary or useful for port, harbor and terminal purposes; to dredge
and maintain shipways, channels, slips, turning basins; to establish,
operate, and maintain in cooperation with the federal government, the
state and other public bodies navigable waterway systems; to acquire
by right of eminent domain, purchase, lease or donation, the land that
may be necessary for the business of such district; to acquire by pur-
chase or lease industrial plant sites and necessary appurtenances; to
acquire and construct industrial plant buildings within the district;
to lease or sub-lease for commercial purposes, lands or buildings |
owned, acquired or leased; to borrow from any person or corporation
using or renting any land, dock, warehouse, or any facility of such
district and to comstruct an improvement thereon, agreeing that the
loan shall be liquidated by deducting from the remt, dock, wharf or
toll charges payable for such property a stipulated percentage; to
collect tolls and fees; to borrow funds for the business of the dis-

trict; to levy and collect taxes; to mortgage properties constructed

28



or acquirea and/or pledge any lease or leases and rent, income and
other advantages arising out of any lease or leases granted, assigned
or subleased by the district. The legislaturée can also delegate to
port, harbor and terminal districts the power to incur debt and

issue bonds for its needs in the manner provided by the Constitution
and laws of the state. If the enumerated powers are found insufficient
Article 14, Section 31 further authorizes the legislature ". . ., to
empower the governing authority of said districts to do any and all
things necessary or proper for the government, regulation, developmént
and control of the business of such port, harbor and terminal districts

6

2. Constitutional Ports
The authority of ten port commissions is found in whole
or in part in the state constitution. These are: the Board of
Commissioners of the Port of New 0r1eans,7-Lake Charles Harbor and

Terminal District,8 Greater Baton Rouge Port Commission,9 Greater

6The powers mentioned are not a complete listing of the powers
found in Article 14, Section 31 of the Loulsiana Constitution, as
amended in 1968.

7La. Constitution 1921, Art VI, Sec. 16.1, 16.2, 17(1954); Art VI-A,
Sec. 1, 5; Art XIV, Sec. 30, 31(1956). The Port of New Orleans was
first recognized in the 1913 Louisiana Constitution in Article 321.
Subsequently, Act No. 69 of 1920 formally recognized the Board as a
constitutional board. This recognition was carried forward in the
Constitution of 1921 which is still in effect.

8La. Constitution 1921, Art XIV, Sec. 30.2, 31(1968).

9La. Constitution 1921, Art VI, Sec. 29, 29.1-29.4(1956).
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Ouachita Port Cowmission,lo Lake Providence Port Commission,ll South
Louisiana Port Commission,12 Avoyelles Parish Port Commission,13
Concordia Parish Port Commission,la Rapides Parish Port Commission,15
and Caddo-Bossier Parishes Port Commission.16

The powers of such constitutional ports are in most
instances similar to those ports created by statute. The chief
advantage of constitutional status is insulation from legislative
change. Establishing a new port authority in the state Ceonstitution
is a formidable task. A constitutional amendment requires the approval
of two-thirds of the members of both houses of the legislature and
approval by a majority of the voters at the next general election.
Since a port proposal normally generates only local interest, state-
wide voter support in most instances is uncertain.

3. Uncertainties within the Port System
Several critical issues have arisen in recent years con-

cerning the status of constitutional ports. Ome dispute arose over

10La. Constitution 1921, Art VI, Sec. 31(1968).

llLa. Constitution 1921, Art VI, Sec. 33(1966).

12, . Comstitution 1921, Art VI, Sec. 33.1(1960).

13La. Constitution 1921, Art VI, Sec. 35(1960).

laLa. Constitution 1921, Art VI, Sec. 34(1966).

15La. Constitution 1921, Art VI, Sec. 39(1966).

16, . Constitution 1921, Art VI, Sec. 31(1966).
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the question of whether a constitutional amendmentl7 which ratified
and confirmed the act of the 1924 legislature creating the Lake
Charles Harbor and Terminal District, made it a constitutional port.

In Joe J. Tritico v. Board of Commissioners of Lake Charles Harbor

and Terminal District 134 So. 2d 401 (3rd Cir. 1961), the Court of

Appeals held that the terms "ratified" and "confirmed' are not the
equivalent of "to make part of'" or '"to incorporate into."l8 There-
fore, the amendment validating and ratifying the statute creating
the Lake Charles Harbor and Terminal Districtl9 did not make the act
creating the district a part of the Constitution.

The authority of some constitutional port commissions to
exercise the powers granted by the constitutional amendments creating
them has been questioned. One writer20 has suggested that certain
constitutional port commissions including the South Louisiana, Rapides,
and Caddo-Bossier Port Commissions cannot function completely because
no enabling legislation was passed to permit them to perform all of

their functions. However, the last sentence of Article VI, Section

17La. Constitution 1921, Art XIV, Sec. 31(1924); La. Acts 1924,
No. 55.

18See State ex. rel. Saunders v. Kohnke, 109 La. 838, 33 So.
793(1903); Pede v. City of New Orleans, 199 La. 76, 5 So. 2d 508 at

521(1941}.

19, 0 R.S. 34:201-212(1624); La. Acts 1924, No. 67.

20E. Stiegman, Ports of Louisiana 2(1965) (Available from the
Board of Commissioners of the Port of New Orleans).
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33.1 of the Louisiana Constitution creating the South Louisiana Port
Commission states that the constitutional amendment shall be self-
operative, and 'mo further Legislation shall be required to effect the
same.!" Subsection P of Article VI, Section 39 of the Louisiana Con-
stitution creating the Rapides Parish Port Commission and the same
subsectfon of Article VI, Section 32 creating the Caddo-Bossier
Parishes Port Commission provide that all sections of the Constitutional
amendment are self-operative and ''shall require no further or other
legislation" except that authorized in subsection G. Subsection G
provides the commission with the power to 'regulate the commerce and
traffic within the port area in such manner as may, in its judgment,.
be for the best Interests of the state." The subsection enumerates

several specific grants of authority21 and further provides that

lTo improve understanding of this point subsection G is reproduced
in its entirety:

The commission shall regulate the commerce and traffic within such
port area in such a manner as may, in its judgment, be for the best
interests of the state. It shall have charge of and administer public
wharves, docks, sheds and landings. It shall have authority to con-
struct or acquire and equip wharves and landings and other structures
useful for the commerce of the port area and provide mechanical facilities
therefor; to erect sheds or other structures on said wharves and landings;
to provide light, water, police protection and other services for its
facilities as it may deem advisable; to construct or acquire, maintain
and operate basins, locks, canals, warehouses and elevators; to charge
for the use of all facilities administered by it, and for all services
rendered by it; to establish such fees, rates, tariffs or other charges
as it may deem fit; to establish harbor lines within the port area by
agreement with the United States Corps of Engineers; and to censtruct,
own, and operate and maintain terminal raill facilities and other common
carrier rail facilities for the purpose of rendering rail transportation
to and from the facilities to be erected, owned and operated by the
commission in both intrastate and interstate commerce. The leglslature
may confer additional powers upon the commission not inconsistent with
the provisions hereof; provided, however, that it shall not impair any
contracts lawfully entered into by the commission. Title to all
property and improvements thereon operated by the commission shall vest
in the state of Louisiana.
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"the Legislature may confer additional powers upon the commission not
inconsistent with the provisions herecf. . ." The cdrrect interpre-
tation of subsection G in light of subsection P woﬁld seem to be that
(a) the port comhission enjoys the authority to regulate the commerce
and traffic within the port area in ﬁhatever manner it considers to
be in the best interests of the state; (b) specific grants of power
are delegated to the port commission under subsection G but are not
an exclusive listing of the port commission's powers, and (c) the
legislature may confer additional powers upon the commission not incon-
sistent with the constitutional amendment creating the commission. It
would appear that port commissions created with language similar to
that found in subsection P do not require enabling legislation to
exercise any of the extensive powers specifically delegated to them
and will require only legislative approval for future grants of addi-
tional powers clearly not granted. The scheme of subsections P and G
appears to be primarily designed to avoid the necessity of proceeding
by constitutional amendment should additional powers be required.

One advantage to being a constitutional port authority is
the protection afforded its jufisdiction due to the difficult procedure
for amending the state constitution, and the inability of the legis—_.
lature to emcroach upon it by creating overlapping port, harbor and
terminal districts. However, the recent establishment of numerous
port, harbor and terminal districts appears to have created juris-
dietional conflicts between them and older port authorities.

The most critical jurisdietional conflict involves the
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Board of Commissioners of the Port of New Orleans, the St. Bernard
Port, Harbor and Terminal District and the Greater Jefferson Port
Commission. The jurisdiction of the Port of New Orleans was estab-
lished by Act 70 of 1896 and included the parishes of Orleans,
Jefferson, and St. Bernard.22 Whether or not this statute has been
incorporated into the state Constitution to give the port's juris-
diction constitutional status is uncertain. However, the constitu-
tional protection afforded the Board of Commissioners of the Port of
New Orleans in Article 14, Section 31 prohibiting any delegation of
authority which "shall add to or detract from the provisions of the
Constitution of the State of Louisiana relative to the Board of
Commissioners of the Port of New Orleans. . ." strengthens'its argu-—

ment in favor of comstitutional jurisdiction.

22The preamble to the Act recited various 1lis associated with port
activities in the vicinity of New Orleans and the unfavorable effects
of competition among the "three parishes" in the area. The preamble
declared it to be the purpose of the act to consolidate the three
parishes into one port commission. Section 1 indirectly defines the
Port of New Orleans jurisdiction by providing for '"said Board to consist
of five members who shall be citizens of the United States and reside
within the Port limits of New Orleans in the parishes of Orleans,
Jefferson, or St. Bernard. . ." Louisiana jurisprudence has recognized
the Board of Commissioner's three parish jurisdiction in several cases.
See State ex. rel. Tallant v. Board of Commissioners of the Port of
New Orleans, 161 La. 361, 108 So. 770(1926); Duffy v. City of New
Orleans, 49 La. Ann. 114, 21 So. 179(189%6).

Louisiana's Attorney-General has acknowledged that Act 70 of 1896
gives the Board of Commissioners of the Port of New Orleans jurisdiction
over the parishes of Orleans, Jefferson, and St. Bernard. See La. Op.
Atty.—-Gen. 1946-48, p. 38.
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The challenge posed by the Greater Jefferson Port Comis-
sion and the St. Bernard Port, Harbor and Terminal District can be
1llustrated by using the latter as an example. According to R.S,
34:1701 it ". . . shall have territorial limits coextensive with the
Parish of S5t. Bernard, Louisiana, as presently constituted, less and
except that portion of the Parish occupied by the Mississippi River
and the Mississippl River batture and levee." Section 1705 further
states "Nothing herein contained shall add to or detract from the
present provisioms of the Constitution and laws of the state rela-
tive to the board of commissioners of the port of New Orleans, the
rights under all of said provisions being preserved, and in the event
of any conflict between the provisions relative to the board of
commlssioners of the port of New Orleans, the latter shall prevail."”
The implication of these two gections would seem to be that the
territorial jurisdiction of the Port of New Orleans is restricted in
St. Bernard Parish to "that portion of the parish occupied by the
Mississippi River and the Mississippi River batture and levee." 1If
the territorial jurisdiction provided for the Board of Commissioners
of the Port of New Orleans in Act 70 of 1896 has any present day
validity, such a geographical division of jurlsdiction between the two
port authorities is of doubtful legal effect. It can be argued thgﬁ
the reasons given in the preamble for the passage of Act 70 of 1896
and its reference to the "traffic of the Port" could be conétrued to
limit the jurisdiction of the Port of New Orleans within St. Bernérd

Parish to the only avenue of waterborne commerce existing at the time,
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i.e., the Mississippi River. Nevertheless, such a view appears to be
erroneous for two reasons. The port limits have been equated with that
area within which members of the Board of Commissioners of the Port
of New Orleans must reside. A member appointed from St. Bernard
farish is certainly not required to reside in "that portion of the
parish occupied by the Mississippi River and the Mississippi River
batture and levee." Since he clearly can be chosen from anywhere in
St. Bernard Parish it would seem that the St. Bernard Port, Harbor
and Terminal District is devoid of any authority in St. Bérnard
Parish if Act 70 of 1896 has any present-day validity.23 The same
arguments apply with equal force against the purported jurisdiction
of the Greater Jefferson Port Commission.24

Similar jurisdictional problems have arisen between existing
inland port authorities. The Red River Waterway Commission was creatgd
by statute25 in 1965 with the object and purpose of establishing,
operating, and maintaining a navigable waterway system exténding from

the vicinity of the confluence of the Red River, the 0ld River, and

23Article VI, Section 17 of the Louisiana Constitution which pre-

sently provides for the selection and qualification of the Board of
Commissioners speaks only of prospective members "residing in the parishes
in which the Port Area is located. . ." Whether such reference to the
"Port Area" is sufficient to incorporate into the Comstitution the
jurisdiction originally conferred by Act 70 of 1896 is a questiom
insusceptible of determination through existing authority.

24 o R.S. 34:2021-2025(1966).

25La. R.5. 34:2301-2317(1965).
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the Atchafalaya River northwestward in the Red River Valley, encom~
passing the parishes of Avoyelles, Rapides, Natchitoches, Red River;
Grant, Bossier, and Caddo. The Commission also was authorized to
acquire, construct, operate, and maintain various port and related
facilities. The delegation of such powers seems to place its terri-
torial jurisdiction in direct conflict with the constitutionally
created jurisdiction of the Caddo-Bossier Port Commission,26 the
Avoyelles Parish Port Commission,27 and the Rapides Port Commission.
In 1966, Grant Parish established by statute29 its own port commission.
Consequently, it is difficult to perceive any role for the Red River
Waterway Commission in light of existing independent port commissions.
It is 2 reasonable assumption that litigation seeking to resolve these
conflicts has been avoided thus far because of the inactivity of the
affected port commissions.
4. Dominant Features of Louisiana Ports

An analysis of Louisiana's port commissions and port,

harbor and terminal districts would be incomplete without a discussion

of certain features common to all of the state's port authorities.

26See note 16, supra.

27See note 13, supra.

28See note 15, supra.

291a. R.S. 34:2351-2357(1966); La. Acts 1966, No. 49.

30The authors of this work acknowledge the substantial contribution
of Mr. Emero S. Stiegman's comparative analysis of the common features
of Loulsiana ports in his report, "Ports of Loulsiana." Mr. Stiegman's
approach to this area is generally followed in Section II(B)(4).
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Article 14, Section 31 of the Louisiana Constitution
authorizes the legislature to create port, harbor and terminal districts
as political subdivisions of the state of Louisiana possessing full
corporate powers. Many constitutional port authorities have been
established as political subdivisions possessing full corporate powers.
Litigation has arisen as to whether the benefits and immunities con-
ferred upon a state agency are applicable to an authority which
possesses such corporate powers. The jurisprudence indicates that
port commissions and districts will be characterized as state agencies
entitled to such benefits and immunities.31 In line with this reason-

ing the state Supreme Court in Miller, Royal Indemnity Co., Intervener

v. Board of Commissioners of the Port of New Qrleans, 1942, 199 La.

1071, 7 So. 2d 1355, held that the Board of Commissioners of the Port

of New Orleans being an "agency of the state” was performing purely
administrative functions and was not a "corporation," and consequently
denied to an injured employee of a lessee to which the board had leased
wharves the right to sue in tort. The court pointed out that the
board was not operating for profit or performing a "proprietary
function" in leasing wharves.

The number of commissioners composing the governing board

315tate ex. rel. Tallant v. Board of Commissioners of the Port of
New Orleans, 1926, 161 La. 361, 108 So. 770 held the Board of Commissloners
of the Port of New Orleans to be a "state agency" administering public
property for the benefit of the port.
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of a port authority varies, but usually numbers 5, 7 or 9. Three
port commissions have eleven members and Greater Baton Rouge has
ten. While the Greater Baton Rouge exception is understandable since
the port area encompasses four parishes, it is interesting to note
that the two newest port, harbor and terminal districts, Union and
Morehouse, have eleven member boards.

The commissioners' term of office is generally 5 or 6
years. The Morgan City Harbor and Terminal District members serve
for 9 years. Since the Plaquemines Port, Harbor .and Terminal District
governing body is the Plaquemines Parish Commission Council, the length
of their terms and number of Commissioners is determined by the laws
relating to the Plaquemines Parish Commission Council. With only two
exceptions the law provides that the members shall serve without compen-
sation and will receive only & reasonable travel allowance.32

The power of the Governor to appoint members to existing
port commissions has been severely restricted. This is the result of
the "Jones Committee” formed by the legislature in 1965 for the purpose
of formulating a policy to reduce the powers of the Governor in order

to permit legislation to be introduced in the 1966 Legislative Session

to allow the Governor to succeed himself for a second term. Its

32The exceptions are the members of the Plaquemines Port, Harbor
and Terminal District (La. R.$. 34:1351-1365[1970]}) who receive compen-
sation as parish commission council members and members of the Greater
Lafourche Port Commission (La. R.S. 1651-1660[1968]) who receive $10.00
per diem with reasonable travel allowance,
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recommendations to remove from the Governor the power to make numerous
appointments to port commissions and districts were subsequently enacted
into law by statute and constitutional amendment.33 The Governor still
has the right to appoint one or more members to the following port
commissions: The Board of Commissioners of the Port of New Orleans,
the Lake Charles Harbor and Terminal District, the Greater Batom Rouge
Port Commlasion, the Morgan City Harbor and Terminal District, the
South Louisiana Port Commission, the Greater Lafourche Port Commission,
Red River Waterway Commission, and the Grant Parish Port Commission.
Even this right is more apparent than real, The Ports of New Orleans,
Lake Charles, and Greater Baton Rouge actually select their members
through nominating organizations. These nominating organizations
recommend a limited number of nominees. In the case of the Port of New
Orleans, the Governor could consistently bypass the nominees of a dis-
favored nominating organization. However, under the procedure employed

by the Lake Charles Harbor and Terminal District, vacancies are rotated

among the nominating organizations with only one organization submitting

33 a. Acts 1966, No. 446; La. Acts 1966, No. 543. Port authorities

affected by the reduction of the governor's power to appoint port authority
members were: New Iberia Port District; Jennings Navigation District;
Greater Ouachita Port Commission; Greater Krotz Springs Port Commission;
Lake Providence Port Commission; Delcambre Port Commission; St. Bernard
Port, Harbor and Terminal District; Avoyelles Parish Port Commission:
Columbia Port Commission; Livingston-Tangipahoa Parishes Port Commissaion;
St. Tammany Parish Port Commission; Greater Jefferson Port Commission;
Jonesville Port Commission; Caddo-Bossier Parishes Port Commission and
Rapides Parish Port Commission. :

40



nominees for each vacancy. The Governor must fill the vacancy from
among the nominees submitted. Consequently, it is impossible for the
Governor in such instances to avoid appointing a nominee of the special
interest group represented by the nominating organization.

With respect to taxatlon practically all port commissions
have the authority to levy an ad valorem tax ranging in amount from
2 1/2 mills, 3 mills, 5 mills, to 10 mills. In addition, Act 43 of
1969 gave authority to all port, harbor and terminal districts to levy
a special ad valorem tax not in excess of ten mills on the dollar of
assessed valuation, provided the levy of the tax and issuance of the
bonds are approved at an electien in the district. In four cases the
law specifically prohibits the levying of any ad valorem tax. 1In at
least two cases the law is silent as to the right of takation. Of
those commissions authorized to tax, 10 may do so only by an election
in the district, and 11 may levy the tax without any form of election.34

The right to issue bonds exists in all except one instance.
In some cases issuance must be approved by the Board of Liquidation of
State Debt. Applicable law requires some port commissions to seek
approval by an election before issuing any bonds. Other cases require
the approval of the State Bond and Tax Board.

The right to issue bonds is often accompanied by a limit
on the bonded indebtedness that the port authority can assume. This

appears to be especially true of the larger port commissioms. The Board

34E. Stiegman, Ports of Louisiana 3(1965).
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of Commissioners of the Port of New Orleans is limited to $95 million.35

The Greater Lafourche Port Commission, one of the newest and most active
port authorities, is limited to $25 million. Others restricted by law
are limited to smaller amounts.

Only three port authorities are required by law to file an
annual report with the Governor. In seven other cases the law required
that a report be filled with the governing authority of the parish.36

5. Characteristics of Selected Port Systems

The authority to construct works of internal improvement
and promote, develop, construct, maintain, and operate all harbors and
seaports within the state of Alabama has been delegated to the Alabama

7 The

State Docks Department (hereinafter referred to as Department).3
Department consists of a director of state docks and a state docks
advisory committee. The advisory committee can “act only in an advisory
capacity with reference to any matters coming before or concerning the

38 The director of state docks is the chief executive

department."”
officer of the department. A general manager appointed by the director
is responsible for the management of the facilities under the control of

the department. In addition there is a general manager for operations

35 .. Constitution 1921, Art VI, Sec. 16.5(1958).
36E. Stiegman, Ports of Louisiana 4(1965).
3?Coc’le of Ala. Tit. 38, Sec. 1(2526) and (9) {(1955).

38, de of Ala. Tit. 38, Sec. 1(9) (1955).
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appointed by the director who performs such duties as may be assigned
to him by the director in connection with the administration, operation,
management, construction, and maintenance of the facilities under the
jurisdiction of the state docks department.

The state docks advisory committee consists of one member
from Mobile County and one member from each of the congressional dis-
tricts in the state. All are appointed by the governor with the advice
and consent of the state senate for four year terms. To qualify for such
a position the law requires that the prospective appointee be of good
character and be possessed of ability and experience which would qualify
him to advise in the operation of the facilities and activities coming
under the jurisdiction of the department.

Alabama's state-wide port authority illustrates the strong
influence of politics and geography in fashioning a state legal regime
to handle port activities, With its limited coastline the only commer-
cially important port in Alabama is the port of Mcbile. The geography
of the coastline in conjunction with the shallow coastal waters makes
the development of other coastal ports impractical. This combination
of factors has resulted in a state-wide authority which permits the
predominant non~coastal area of the state to share in the control and
prosperity of the port of Mobile.

North Carolina has established a state ports authority
"to develop and improve the harbors or seaports at Wilmington, Morehead
City and Southport, North Carolina, and such other places, including

inland ports and facilities, as may be deemed feasible for a more
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w39 5.

expeditious and efficient handliqg of water-borne commerce....
has been given extensive powers similar to those delegated to Loulsiana
potrts. The North Carclina Port Authority is governed by a board of
nine members. The Governo; appoints all members for six vear terms
which "membership thereof shall be selected from the state at large....
so as to fairly represent each section of the state and all of the

w40

business, agricultural, and industrial interests of the state.
members of the Authority are not entitled to compensation "but shall
be reimbursed for thelr actual expenses necessarily incurred in the

nél The Authority is empowered to issue

performance of their duties.
negotiable revenue bonds but such bonds cannot "constitute a debt of
the State of North Carolina or a pledge of the faith and credit of the
state."42

North Carolina has gone one step further than Alabama in
operating a state-wide authority by transferring the state port authority
in 1971 to the Department of Transportation and Highway Safety.43 However,
the state port authority continues to exercise all its prescribed stat-
utory powers independently of the head of the principal department except

that management functions are performed under the direction and super-

vision of the head of the Department of Transportation and Highway Safety.

39en. Stat. of N.C. Ch. 143-216(1961).

40Gen. Statr. of N.C. Ch. 143-216(1961).

41Gen. Stat. of N.C. Ch. 143-216(1961).

426 en. Stat. of N.C. Ch. 143-219(1945).

43Gen. Stat. of N.C. Ch. 1434-107(1971).
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The operation of the Port of Boston by the state of Massa-
chusetts differs significantly from the above two Instances. State law
provides for the Port of Boston Commission (hereinafter known as Commis-
sion) to consist of five members appointed by the Governor with the
advice and consent of an advisory council.44 Tﬁe governor designates
one commission member as chairman. The commissioners serve five year
terms. The Commission is in administrative charge of the port of Boston
and is responsible for making all necessary plans for its development.
The members serve without compensation but are reimbursed for their
necessary expenses incurred in connection with travel in the discharge
of their official duties. They may appoint and remove a director at
thelr pleasure.

Each vacancy on the commission is filled in the following
manner:45 Shortly before the expiration of the term of a member or
within ten days after any other vacancy occurs, the chairman of the
commission addresses a communication to each of the organizations repre-
sented on the advisory council calling upon each organization to submit
within fifteen days the names of not more than three persons to fill
such vacancy. The Commission then certifies the names submitted and
the governor selects a candidate to fill the wvacancy.

The advisory councilz:6 which plays a critical role in the

44Anno. Laws of Mass. C.6, Sec. 53(1953).

45Anno. Laws of Mass. C.6, Sec. 53(1953).

aﬁAnno. Laws of Mass. C.6, Sec. 534(1953}.
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nominating process for commission members, is composed of the mayor of
the city of Boston and twenty other members, each of which represents
an organization with an economic interest in the port. Each organi-
zation appoints its own representative. All appointments are for a
term of four years.

The advisory council is charged with reviewing the activ-
ities of the Port of Boston Commission and interesting itself in ways
and means of advancing the interest of the port of Boston.47 It is
empowered to require the appearance at its meetings of the director of
the port or other commission officials and has access to the records
of the Commission. It is required to make an annual report to the
governor of its activities and accomplishments.

The advisory council approach of Massachusetts resembles
the nominating council‘procedure of the Board of Commissioners of the
Port of New Orleans. At least one generalization may be drawn from the
similarity. The port areas of both cities account for the dominant
share of water-borne commerce of their respective states. These well-
established ports have the backing of established commercial interest
groups with a tradition of involvement in maritime affairs. Such
interest groups were available in the two cities to take an active
role in port development. ' Furthermore, the utilization of these interest

groups in a policy-making role has apparently thwarted the development

47Anno. Laws of Mass. C.6, Sec. 53A(1953).
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of unwanted state-wide authorities which local interests fear would
subordinate them to broader state-wide interests. Hence, the advisory
council and/or nominating organization procedure appears to be an
effective instrument for (a) instilling professional business management
into port operations and (b) preventing state takeover of local port
operations.

The Alabama, North Carolina, and Massachusetts examples
provide some insight into the varying legal arrangements under which
the different port authorities operate. Unfortunately, the examples
offer only a very limited view of the existing arrangements under
which United States ports operate. Appropriate comparative studies
of existing legal arrangements for United States and foreign port
systems must be done in order to assess the strengths and weaknesses
of Louisiana's approach to superport development.

C. The Superport Concept: State versus Local Interest
1. History

In the late 1960's local officials of Plaquemines Parish
were the first to recognize the potential for a superport located in
the vicinity of the mouth of the Mississippi River.48 In 1970
Plaquemines Parish officials were successful in having the state legis-

lature amend the statute governing the Plaquemines Port, Harbor and

&8Times—Picayune (New Orleans), April 20, 1972, at sec. 1, p. 2,
col. 4; Morning Advocate (Baton Rouge), December 1, 1971, at 9-B,
col. 3.

47



Terminal District to give it "territorial limits coextensive with the
parish of Plaquemines, Louisiana."49 Innocuous as the amendment may
have appeared, it had the effect through another statute50 of extending
the boundaries of such coastal, parish-wide port authorities to the
gulfward limit of the state's boundary. Consequently, the jurisdiction
of the Plaquemines Port, Harbor and Terminal District had been extended
to the gulfward limit of the state's boundary off of Plaquemines Parish
which includes the area around the mouth of the Mississippi River.
Folloving this undiscovered coup by Plaquemines officials,
Deep Water Sites, Inc., a mysterious corporation whose ownership has
been the subject of controversy,51 submitted an application52 to the
Register of State Lands to lease several 640 acre tracts of state
waterbottoms for use as superport sites. They finally narrowed their

choice to one tract in Garden Island Bay near the mouth of the Mississippi

49 . R.S. 34:1351(1970).

3002, R.S. 49:6(1964).

*IMorning Advocate, December 3, 1971, at 21-A, col. 1; Morning
Advocate, December 1, 1971, at 9-B, col. 2.

52The records of the State Land Office indicate that William J.
Kihneman, attorney for Deep Water Sites, Inc., originally requested
applications for nine tracts covering 5,760 acres of waterbottoms on
August 17, 1970. The second application for the single tract inm
Garden Island Bay was made on October 5, 1970.
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River. After bids were opened for the Garden Island Bay site

another corporation53 submitted a surprise offer. This triggered a
controvers§ between the Register of State Lands and officials of
Plaquemines Parish relative to each party's rights concerning state
waterbottoms off of Plaquemines Parish. The resulting publicity and
questions raised by interested parties resulted in the Governor issuing
an executive ordersa creating an advisory committee to study leasing
procedures and the superport concept. Out of the advisory committee's
rec&mmendations and the continuing controversy between the Register of
State Lands and Plagquemines Parish developed two legal issues on which
the pésitions of the parties were irreconcilable: (1) the authority

55 to lease state waterbottoms for superport

under Act 59 of 1970
purposes; (2) the jurisdiction of the Plaquemines Port, Harbor and
Terminal District over state waterbottoms,
2. Legal Issues
Local officials of Plaquemines parish have claimed

that Act 59 of 1970 provides an adequate legal basis for the lease

53International Tank Terminal, Ltd. See Morning Advocate, December
1, 1971, at 9-B, col. 3.

54Executive Order No. B6, May 24, 1971. The executive order
specifically appoints an advisory committee ''to study leasing procedures
and make recommendations to the Register of State Lands. . ."

>3La. R.S. 41:1262-1270(1970).
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of state waterbottoms to public or private groups for the construction
and operation of a superport. The statute authbrizes the Register

of State Lands to lease "the bodies of any lakes, bays or coves or
other navigable waters and beds thereof for the purpose of granting

to the lessee the right to erect and use on the leased premises tanks
and facilities for the receipt, storage, transportation and shipment-

."56 Assuming one complies with

of oil, goods, wares and merchandise. .

the procedural formalities required by the act its broad language could

be construed as a means to lease waterbottoms for a superport facility.

Nevertheless, the statute raises three critical issues which make its

usefulness for superport purposes doubtful: (1) disputes concerning

its original sponsorship and intent; (2) the omission of any referemce

to port operations in the statute; (3) the discretion reserved to the

Reglster of State Lands to accept or reject any or all lease applications.
It is unclear who the primary sponsors of Act 59 of

1970 were. For this reason it is unclear what the original intent

of the Act was. How one resolves this question depends upon the

credibility one attributes to the parties involved. The Register of

State Lands and her assistants contend that the Act was a State Land

Office bill introduced at their request. Since the State Land Office

561 4. R.S. 41:1262(1970).
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does not employ a full-time attorney the actual drafter of the legls-
lation is unknown. The State Land Office asserts that the legis-
lation was intended tc assist the offshore oil and gas industry in
acquiring sites for such things as compressor stations and temporary
storage facilities. They argue that the broad language of the legis—
lation was designed to avoid the need for subsequent amendment as
technological changes requires the oill and gas industry to lease off-
shore sites for.requirements unforeseen at the time of 1its passage.

The State Land Office further points out that the Attorney-General's
Office warned them on several occasions prior to 1970 that the lease

of offshore sites to the oll and gas Industry was without legal basis
under Act 73 of 1944 (La, R.S. 41:1262 prior to its amendment by Act

59 of 1970) and suggested remedial legislation.57 This view is
supported by the language of Act 73 of 1944 since it authorized only

the lease of lands. Only leases for support facility sites in aid

of the oil and gas industry have been granted undér either act. A
State Lands Office memorandum dated April 28, 1970 seems to reflect
their motive to assist the offshore oil and gas industry in amending

La. R.S. 41:1262 et seq., since it indicated that any future discussions
with the Attorney-General of Louisiana should cover the need for "further

utilization" of state waterbottoms through La. R.S. 41:1262, in light

57Conversations with Mr, Ory Poret, Assistant Register of State
Lands, March, 1972.
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of the fact that on several occasions the State Land Office had already
used the original statute to grant pumping station and compressér
statibn leases on state waterbottoms.58 |

Local officials of Plaquemines Parish contend that they
assisted in drafting the legislation and are therefore privy to its
intent, one aspect of which was to permit the leasing of state water-
bottoms for superport development.59 They dispute the Register;s
assertion that it was solely State Land Office legislation, it could
never be determined to the point of legal certainty and consequently
the broad language of the statute should control.

Opponents of the lease admit that the broad language of
La. R.S. 41:1262 encompasses many of the activities incidental to the
operation of a superport. In the absence of convincing proof as to
the intent of the act, the broad language should control. However,
they point out that this overlooks the purpose for which certain
interests now desire to lease state waterbottoms. The purpose for
which the lease 1s sought is to operate a superport. The broad
language of the statute permits the leasing of state waterbottoms for
many incidents of port operations and various piecemeal port activities.

The statute, however, does not intimate in any of its sections that it

58The records of the State Land Office confirm the granting of
such unauthorized leases in line with its prior utilization of La.
R.S. 41:1262-1270(1944).

9See note 53, supra.
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authorizes private or public groups to lease state-owned waterbottoms
for the purpose would seem to be 1in direct conflict with the existing
legal regime governing Loulsiana ports as the Register of State Lands
would, in effect, be creating new port authorities with the acceptance
of each lease bid. Those opposing the lease assert that the legis-
lature did not intend through Act 59 of 1970 to delegate its authority
‘to create ports to the State Land Office.

Irrespective of the conflicting claims of the adversary
parties, the Register of State Lands is vested with the discretionary
authority to accept or reject all bids. Section 1262 provides that the
Register of State Land Office may lease state waterbottoms. The use
of the term "may" confers upon the Register discretionary power to lease
or not to lease. If the legislature had intended for the Register to
be under an affirmative duty to lease, the term "shall" would have been
used. In addition, section 1265 states that the Register of State
Lands ''shall have the right to reject all bids."

The state Attorney-General's position throughout the
controversy appears to be uncertain. In reply to the questiom posed
by the Register of the State Land Office as to whether a surface lease
could legally be granted on state waterbottoms in Garden Island Bay
pursuant to Act 59 of 1870, the Attorney-General's office replied

affirmatively.60 When the Governor issued an executive order appointing

60Letter from Melvin L. Bellar, Assistant Attorney-General, to
Ellen Bryan Moore, Register of State Lands, February 3, 1971,
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an advisory committee to study the problem in light of the questions
raised by the proposed lease, a legal committee was formed and included
the same Assistant Attorney-Genera161 who had written the opinion
affirming the Register's right to grant a surface lease under Act 39
of 1970. After numerous meetings with interested parties the Assistant
Attorney General and other members of the committee concluded on
November 23, 1971 that present Louisiana laws were not sufficient to
authorize the leasing of state waterbottoms for deepwater ports.
Irrespective of the merits of Act 59 of 1970 as a procedure
to lease state waterbottoms for-superport development Louisiana has un-—
wittingly surrendered its territorial jurisdiction over some proposed
superport sites to certain coastal port authorities. The Plaquemines
Port, Harbor and Terminal District is only an example.62 Any coastal
port authority which has jurisdiction coextensive with the limits of
a coastal parish or any coastal port authority which can persuade the
legislature to grant it such jurisdiction, can take advantage of La.

R.S. 49:6 which extends the jurisdiction of coastal parishes to the

61Melvin L. Bellar; Report of the Legal Committee of the Governor's
Superport Advisory Committee, November 23, 1971. (Available from the
Office of ‘the Secretary of State.)

62There are at least two other coastal port authorities which
have parish-wide jurisdiction: Terrebonne Port Commission (La. R.S.
34:2201-2205) and St. Bernard Port, Harbor and Terminal District (La.
R.S. 34:1701~1715).
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outer gulfward boundary of the state. Therefore, by relating the
jurisdiction of the port authority to parish boundaries the jurisdiction
of such coastal port authorities is extended to the gulfward limit of
the state's boundary.

3. Policy Issues

The attitude of the Plaquemines Port, Harbor and Terminal
District and the broader legal questions mentioned above raise several
policy issues concerning superport development such as: (1) the ability
of the state to receive fair value for the lease of sﬁate waterbottoms
as a superport site; (2) the question of whether state or local control
can most effectively advance the interests of Louisiana in superport
development.

The present conflict between the authority of the Register
of State Lands to lease state waterbottoms and the power of certain port
authorities to exercise control over the lessee's activities makes it
questionable whether the state can realize the potential value of
the waterbottoms. The state's ownership of waterbottoms having
depths.greater than sixty-five feet near the vicinity of the mouth of
the Mississippl River can be analogized to the discovery of a
valuable natural resource in limited supply. Bathgraphic maps of
the Gulf of Mexico indicate that Louisiana is the only state having

deep waterbottoms within the limits of the state's jurisdiction. It
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is difficult to speculate upon the actual value63 of the lease interest
in such waterbottoms to a private lessee interested in developing a
superport facility or the potential revenues from a state operated
superport. Nevertheless, it is improbable that the state could realize
the actual market value of its lease interest if the prospective

lessee must figure into his lease bid the uncertainties of dealing
with a local port authority possessing the power to impose unlimited
onerous conditions. The Plaquemines Port, Harbor and Terminal District

has indicated to the Register of State Lands64

that they would require
any lessee to submit plans and specifications of the proposed facility
for their approval, to secure a permit from the parish for
construction, and to comply with whatever regulations they may
establish. In addition, they reiterate their right under the

statute creating the district to charge fees to each vessel arriving

in ballast or carrying cargo of any kind. They further suggest that

63Deep Water Sites, Inc.'s bid for the Garden Island Bay tract
was five dollars per acre and one and one eight cents per ton of cargo
handled. International Tank Terminal, Ltd.'s bid was three dollars and
thirty cents per acre and five cents per ton. The five cents per tom
bid is significant when one considers that super tankers and other bulk
cargo carriers would be discharging 100,000 or more tons of liquid or
dry bulk energy cargoes at a time. Each such discharge would provide
$5,000 in revenue to the state's general fund. The willingness of a
bidder to offer such terms in the face of the obvious legal obstacles
to superport development existing at that time would seem to iIndicate
that the value of state waterbottoms as superport sites has not yet been
fully recognized by public officials.

64Letter from Chalin 0. Perez, President, Plaquemines Parish

Commission Council, to Ellen Bryan Moore, Register of State Lands,
March 19, 1971.
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it would be "highly inappropriate'" for the state to grant a lease -
subject to 1ts jurisdiction without its "concurrence and consent"
to such a facility.65

Local officials of Plaquemines Parish have argued that
the Plaquemines Port, Harbor and Terminal District could develop a
superport at an earlier date and more efficiently than any state
agency.66 They cite frequent examples of bureaucratic inertia in
state government and the state capital's distance from the coastal
area (over 100 miles in places) as reasons in favor of the local
approach. However, those who argue in favor of the state approach
point out that many coastal port authorities are nothing more than

n67 In their judgment, local port authorities clearly

"paper ports.
do not possess the expertise to do even preliminary superpotrt planning
nor do they have the financial resources necessary to build their owm
superport. They further point out that the present situation could
lead to disastrous competition between numerous inadequate superport
developments sponsored by the different coastal port authorities

which would be economically unsound, environmentally unsafe, and

possibly hazardous to navigation.

65See note 63, supra.

66Times—PicayUne, April 20, 1972, at sec. 1, p. 2, col. 4&;
States-Item (New Orleans), April 17, 1972, at 1, col., 3.

67The Plaquemines Port, Harbor and Terminal District for example,
does not have any port facilities In operation at this time.
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D. Critical Issues Facing Superport Development

The question of state versus local control is perhaps the most
critical issue facing superport development in Louisiana. Regardless
of how it is resolved some agency will be authorized to pursue Louisiana's
superport interests. Numerous issues have arisen with respect to the
needs of such an agency in order to pursue Louisiana's superport interests
effectively.

1. Operational Flexibility

A critical issue is the need for flexibility in the legal

framework of the agency designated to advance Louisiana's superport
{nterests. We are faced with an area of rapidly changing technology.
Superships are altering traditional wofld—wide shipping patterns. These
changes will require the state agency to frequently alter its staff
requirements in order to acquire the expertise necessary to exploit new
developments to Louisiana's advantage. Emphasis must be placed on pro-
viding the agency with the flexibility to hire a professional director
of the highest order of competence and a professional staff of his
choosing to direct Louisiana's superport efforts. This will require that
managerial powers and organizational structure more closely resemble
that of a large corporation than a typical state agency. The pay scale
for the director and his staff must also be flexible in order that the
agency can bargain for the best talent available.

2. Extent of Authority

A critical issue that Loulsiana must face is the extent of

authority to be delegated to the state agency. I+ is known that any

58



offshore superport development will require certain onshore support
facilities such as tank farms, compressor stations, depots, pipelines,
etc. The agency must be authorized to negotiate with municipalities,
parishes, and all other local political subdivisions to acquire the
necessary facilities and enter agreements with such bodies to supply
necessary services. Similarly the agency must be empowered to negotiate
agreements with other state agencies which have interests in the coastal
zone in order to effectively coordinate their efforts.
3. Federal-State Relations

At the federal level it is critical that Louisiana desig-
nate a state agency to negotiate and enter agreements with the federal
government or any of its agencles relative to superport development,
operation, and control. The Corps of Engineers has jurisdiction over
all navigable waters for certain purposes;68 the Coast Guard has the
power to promulgate regulations necessary for the safety of navigation;6
the National Environmental Protection Act of 1969?O requires an environ-

mental impact statement for any action significantly affecting the

6833 U.S8.C. 403(1964) {originally enacted as Act of March 3,
1899, ch. 425, 30 Stat. 1152].

691& U.S.C. 2 (originally enacted as Act of August 4, 1949, ch.
393, 63 Stat. 496).

7042 U.S.C. 4321 (originally enacted as Act of January 1, 1970,
83 Stat. 852).
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quality of the human enviromment. It is evident from these few
examples that for Louisiana to protect and advance its Iinterests

in a Louisiana superport the agency must be empowered to negotiate
and enter into agreements with the federal government amd its agencies.
The need for such authority is especially critical in light of the
fact that present data suggests that it is likely the initial super-
port facility will be located between 8 and 12 miles71 off the
Louisiana coast, clearly beyond state jurisdiction. Consequently,
the state may literally have to "negotiate" its way into superport
development, operation, and contrel as no other basis for state
authority exists beyond three nautical miles from Louisiana's coast-
line.

The critical federal-state relationship for Loulsiana
superport development demands that the state agency must have exclusive
authority to manage Louisiana's superport interests. The coastal port
authorities referred to above were established as political subdivisions
of the state. At present each would be a state agency authorized to
negotiate any agreements with the federal government relating to port
activities within thelir jurisdiction. Such fragmentation of authority
would make it impossible to advance the overall state interest in

superport development, operation and control. This will permit Louisiana

7lMorning Advocate, May 2, 1972 at 1-4, col. 5.
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to speak with one unified volce and avoid the pitfalls of subdivisions
of the state competing against each other.

The state agency must alsco be empowered to negotiate any
agreements with international agencies regarding superport development
and undertake an active role in any international organization which may
be established to further international understanding relative to the
development and operation of superports and superships. The United
States is presently bound by international agreements regulating the
pollution of the sea.72 The recent worldwide environmental conference
in Stockholm73 indicates that international regulation and restriction
of various uses of the high seas will increase. Such regulations will
affect any Louisiana superport either because of stresses in inter-
national waters created by its operation in coastal waters or because
its location will be beyond the territorlal sea and within the juris-
of the international community. Consequently, the importaﬁce of
empowering the agency to undertake an appropriate role in the inter-
national community concerned with superport affairs cannot be over-

estimared.

2International Convention for the Prevention of Pollution of
the Sea by 0il, (done May 12, 1954, 12 UST 2989; TIAS 4900; 327 UNTS3
in force December 8, 1961); Convention on the High Seas (done April 29,
1958, 13 UST 2312; TIAS 5200; 450 UNTS 82 in force Sept. 30, 1962).
There are at least two recent treaties to which the U.S. is a party,
but they are not yet im force.

?sUnited Nations Conference on the Human Environment, June 12-25,
1972, Stockholm, Sweden.
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4. Economic Protection for Existing Deepwater Ports

A critical issue which could present serious political,
economic, and legal éifficulties is the need for economic protection
of the state's existing deepwater ports. The three deepwater ports
of New Orleans, Baton Rouge and Lake Charles rank first, fourth, and
tenth in the Mississippi River Valley and the Gulf Region in the dollar
value of cargo handled.74 The bonds of the Ports of New Orleans and
Baton Rouge are backed by the full faith and credit of the state.75 The
Port of New Orleans has approximately 95 million dollars im bonds out-
standing (principal and interest to maturity), and the Port of Greater
Baton Rouge has approximately 43 million dollars in bonded indebtedness
outstanding.76 If a Louisiana superport were to divert significant
amounts of cargo presently handled by the three deepwater ports, the
loss of revenues could jeopardize the payment of existing port bonds.
Since the bonds carry the full faith and credit of the state, the state
would have to assume the unanticipated burden. The state further assists
the Port of New Orleans with $500,000 annually from the state gasoline

t:ax;?7 the Lake Charles Harbor and Terminal District recelives 1/20 of

74"Waterborne Commerce of the United States,' 1969, Dept. of the
Army, Corps of Engineers.

75La. Constitution 1921, Art.VI, Sec. 16.5(1958); Op. Atty. Gen.
1932-1934, p. 677. La. Constitution 1921, Art.VI, Sec. 29(1952), secs.
29.1 and 29.4(1956).

76Figures supplied by the State Treasurer's office, April 1, 1972.

?7La. Constitution 1921, Art.VI-A, Sec. 5(1952).
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one cent from the same source. The value of this assistance would be
to some degree negated by the state's establishment of a strong rival.

The need is to ldentify those cargoes which could be
handled most efficiently by a superport; those cargoes that can be
handled most efficiently at existing deepwater ports; those cargoes
eritical to the continued prosperity of existing deepwater ports, and
those cargoes critical to the economic health of a Louisiana superport.
Policies will have to be developed for overlapping areas with the twin
aims of preserving the economic integrity of existing deepwater ports
and providing a sound economic base for superport development.
Obviously, there are no simple solutions to what might develop into a
complex commodity-by-commodity analysis and bargaining between two
adversary interests.

5. Environmental Protection

Perhaps the most critical issue of all is the question of
whether a legal regime can be established to protect Louisiana's
coastal environment while superport development proceeds. There are
at least four bredictable stresses on the coastal environment flowing
from superport development. Recent history has shown that there is a
risk of some catastrophic event occurring such as a major oil spill

8
caused by shipwreck or collision, major explesion or fire, etc.?

?sNotable examples of such events are the Torrey Canyon oil spill
off the coast of Great Britain and the Ocean Fagle spill in San Juan
harbor.
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Another stress is that which results from day-to-day operations
causing pollution of varying degrees of seriousness. Negligent or
careless operational procedures, faulty equipment, improper personnel
training invariably result in continuing stresses on the environment
immediately surrounding the facility. A third and serious stress on
the coastal environment results when the facility itself is emplaced in
the near shore enviromment. This could result in a direct elimination
of habitats for living resources. It eliminates the area for tradi-
tional commercial and recreational purposes in exchange for its exclusive
use for port and harbor purposes. Each addition or expansion to the
port facility continues the encrcachment upon the natural coastal environ-
ment. A fourth stress and perhaps the most seriocus relates to the
stresses imposed by onshotre ancillary facilities serving the superport.
These include pipelines, barge loading and offlecading points, compressor
and pumping stations, oil and other liquid cargo tank farms and other
storage facilities. In addition, industrial, commercial, and residential
development will be generated by superport activities--all of which
create considerable stress on Louisiana's coastal environment. This
environment, mostly marsh and low-lying plains, 1s subject to floeding,
subsidence, and hurricane damage. Great expenditures of funds will be
needed to provide minimal protection against these risks.

When the superport issue was raised in other states, the major

concern was potential environmental damage. Delaware recently passed a
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coastal zoning law79 which declared that offshore bulk product transfer
facilities represent a significant danger of pollution to the coastal
’zone and generate pressure for the construction of industrial plants in
the coastal zone, which construction is declared to be against public
policy. For these reasons, Delaware prohibited bulk product transfer
facilities in their coastal zone. Because of the proximity of deepwater
bays Eo the coast of Maine, numerous disputes have arisen regarding the
placement of sﬁperports in coastal waters which would serve refineries

to be located on Maine's scenic coast.80 To avoild such disputes as have

7901, 58, Ch. 175, Laws of Delaware, Approved June 28, 1971.
Approval of this law met with considerable attention in the press and
government and industrial circles throughout the country., At a time when
most coastal states were doing considerable planning, inventorying of
coastal resources, and holding many meetings and conferences, Delaware
took a bold step to implement one of the recommendations of the Governor's
Task Force on Marine and Coastal Affairs. That report recommended against
approval at the present time of any deepwater port facility or offshore
island in the lower Delaware Bay. See 'Coastal Zone Management for
Delaware," Governor's Task Force on Marine and Coastal Affairs, 40 P-s
February 18, 1971, at p.3-1. It was recently stressed by a key Delaware
state official that the issue of whether the state would consider a
Superport facility was receiving further study. 'Remarks of Austin H.
Heller, Secretary, Department of Natural Resources and Environmental
Control, State of Delaware, to Sea Grant Association, University of Wis-
consin, October 12, 1971 at p. 6.

80The Maine Site Selection Law, 38 Maine Stat. Sec. 481(1970), was
recently used to deny a construction permit to an industrial developer,
Maine Clean Fuels, Inc., who applied for a permit to construct a $150,000,
000 refinmery on tiny, uninhabited Sears Island in Penobscot Bay, Maine.
Supertankers were to supply the refinery with 150,000 barrels of oil daily.
See "Environmental Agency in Maine Completes Hearings on Refinery,'" New
York Times April 18, 1971, p. 66, col. 3. The Coastal Conveyance of Petro-—
leum Act (Act 572 of 1970) mandated the Maine Environmental Improvement
Commission to establish regulations for the transfer of oil and other
petroleum products between vessels and onshore facilities and between
different vessels within the jurisdiction of the state.
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arisen in Delaware and Maine, a wise course for Louisiana would be
the full consideration of environmental matters at the outset of
superport planning.

A11 levels of government have laws and regulations for
environmental protection. Many of these deal with similar environ-
mental issues and occur at varying times during the development program.
ro the Louisiana citizen concerned with general environmental protection
from the port operation, there is little opportunity for effective
participation, and the morass of individual, special purpose regulations
makes it difficult for one to see the overall environmental protection
program. Similarly, for the port authority itself, there is a need to
integrate the varying governmental requirements so that duplications
in data~-gathering and monitoring can be avoided and a long term
environmental protection program formulated. For these reasons the
authority needs to disclose at an early date in its operation its blue-
print for environmental protection. This should be done at the same
time as its blueprint for port development,

One critical issue relates to paying the éosts of environ-
mental protection associated with a superport. Often, environmental
protection programs suffer from inadequate financing because they are
subjected to an annual battle for appropriations with a legislative
body. Whatever the scale of the environmental protection program to be
developed, it must be provided with a continuing source of revenue.
Unless the people of Louisiana are willing to assume this additional

burden, the funds necessary to operate an effective environmental
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protection program must come from the users of the facility.

Another critical issue relates to the qualification and
affiliation of those who develop and control the environmental pro-
tection program, 'The program's leaders bear the burden of establishing
the program's credibility. The credibility of the program depends
-on the role played by recognized environmental scilentists and insti-
tutions. Their efforts must not be totally controlled by those whose
responsibilities are primarily commercial and developmental. The
environmental protection program must be pursued in a spirit of co-
ordination and cooperation with other interested public and private
groups. The lines of communication must always be open to the accept-
ance of new ideas from any source. Additionally, the program must be
pursued within the overall perspective that environmental protection
from stresses imposed by a superpért is but one aspect of environ-
mental protection from all stresses which are continually created by
development in the coastal zone. Specific consideration should be
given to broad-based coastal zone management efforts and state-wide
transportation pianning programs.

E. Resolving the Critical Issues
The Deep Draft Harbor and Terminal Act¥* was designed to avoid

the shortcomings of the present Loulsiana ports system, resclve the

*Reprinted in its entirety in Section IV of this Chapter.
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- present conflicts in state law which prevent superport development,
and provide a legal regime by which Louisiana could develop, operate,
and assert its interest in any superport development in proximity

to the Louisiana coast for theibenefit of all its citizens. The
objects of the statute are set out in section 3101 of La. R.S. 34:
3101-3114. Subsection A states that the purpose of the Act is to
create a new political subdivision of the state possessing full
corporate powers to "promote, plan, finance, develop, construct, con-
trol, operate, manage, maintain, and modify a deep draft harbor and
terminal” for ".....the loading and unloading of vessels carrying

liquid or dry bulk and energy cargoes.' Additional objects provided

for in subsection B are to proﬁote the prosperity of existing Louisiana
port authorities and interstate, national, and international trade;
to promote scientific, recreational, aﬁd all other uses of the deep
draft harbor and terminal in the public interest; to accomodate and
plan for the technological innovations occurring in the worldwide
and domestic shipping industry to increase efficiency and the flow of
commerce through the deep draft harbor and terminal outside the state
of Louisiana,
1. State Control Over Superport Development

The Deep Draft Harbor and Terminal Act resolves the
critical issue of state versus local control concerning Louisiana
superport development in favor of state level qontrol. S8ince Louisiana
does not have an agency with any supervisory power over the thirty-six

local port authorities, the Act provides for the creation of a new
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state agency to be known as the Deep Draft Harbor and Terminal
Authority (hereinafter referred to as Authority). The Authority is
established as an Article 14, Section 31 port, harbor and terminal
district. This approach was taken because the Authority could be
created expeditiously by the legislature as compared to the slower
constitutional amendment process.

The problem of the jurisdiction of local port
authorities is resolved by Sections 3103 (Jurisdiction; domiecile)},
3109 (Powers) and 3108 (Acquisition of sites: lease of state—owned
waterbottoms). Subsection 3103(4) grants to the Authority "exclusive
jurisdiction -over the Authority Development Program withiﬁ the coastal
waters of Louisiana.” The Authority Development Program is defined
in Section 3102(2) to mean all phases of planning, dévelopment, and
operation through which a deep draft harbor and terminal may proceed.
Section 3102(1) defines a deep draft harbor and terminal as the
structure emplaced in coastal waters which is designed to accommodate
the cargo or passengers of the new generation of deep~draft ships.
Coastal waters are defined as those waters extending three nautical
miles or beyond to the extent of the state's jurisdiction as measured
from the state’s coastline. Section 3103 was designed to pre-empt
vwhatever rights local port authorities may have possessed in coastal
waters for the limited purpose of superport development. It is noted
that no constitutional question arises as the local port authorities
with jurisdiction in Louisiana's coastal parishes were all created

by statute.
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Section 3108 resolves the problem of the separation
of the state's interest in its waterbottoms from its interest in
operating a port by making it the mandatory duty of the Register of
State Lands to lease state waterbottoms in the Gulf of Mexico which
are selected by the Authority as sites for the deep draft harbor and
terminal. Section 3108 (B) provides that the selected tracts ghall
be leased by the register of state lands for five dollars per acre per
annum. The proceeds arising from such leases become part of the
state's general fund. The Authority 1s thereby placed in a position
to realize the maximum value of the waterbottoms to be leased for
superport purposes. If the Authority develops and operates its own
superport, Section 3108 guarantees it the capacity to acquire the
necessary sites at a nominal price. If the Authority believes that
it is in the best interests of Louisiana to sublease such waterbottoms
to private groups for superport purposes, it is empowered to negotiate
a sublease for the best possible price. The lease bids offered for the
tract in Garden Island Bay are illustrative of what may be the actual
market value of such leases.81

Section 3108(E) prohibits the Authority from engaging
in the exploration or development of oil, gas, or other minerals (as
controlled by the State Mineral Board) or the cultivation of 1living

marine resources (regulated by the Loulsiana Wild Life and Fisheries

815ee note 63, supra.
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Commission) on waterbottoms leased as superport sites.
2. Powers of the Superport Authority

The powers delegated to the Authority consolidate its
position as Louisiana's exclusive agent for superport development.
Section 3109(A) vests the Authority with the "exclusive and plenary
authority to do any and all things necessary or proper for the Authority
to promote, plan, finance, develop, construct, control, operate, manage,
maintain, and modify the Authority Development Program.' Section 3109 (C)
grants the Authority "all powers capable of being delegated by the
legislature under Article 14, Section 31" of the state Constitution.
Subsection F authorizes the Authority to lease or sublease lands leased
from the state and to negotiate and enter into agreements with any
public or private individual or corporation for the construction and
operation of a petroleum terminal. The power oflthe Authority to lease
or sublease to private groups for the development of other types of
superport facilities is implied from Subsections A and C.

The critical authority to negotiate intrastate, inter-
state, federalstate, and international égreements is provided by
Section 3109(B). 1In order to assert Louisiana's interest "in any Deep
Draft Harbor and Terminal development in proximity to the Louisiana
coast, the Authority is empowered to negotiate with and enter into
contracts, compacts or other agreements with agencies, bureaus or other
divisions of the federal government or other states of the United
States concerning the Authority Development Program, including juris-

dictional aspects of the location of the Deep Draft Harbor and Terminal,
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sharing of revenues derived from the operation of the Deep Draft
Harbor and Terminal and promulgation and enforcement of regulations
governing Authority operations." In conjunction with the general
authority provided by subsection A, the section is designed to provide
sufficient power for the Authority to enter into any forseeable inter-
governmental relationship which may arise. 1In addition, Section 3110
(B) authorizes intrastate agreements to permit the parties to "engage
jointly in the exercise of any power, the making of any improvements
which each of the participating authorities may exercise or undertake
individually under any provision of general or special law."
3. Administrative Structure for Superport Operations

To resolve the critical issue of representation
Section 3104 of the Act provides for a nine member board of commis-
sioners, representing all geographic regions of the state. Subsection
B provides that two members shall be selected from each of the state's
three Public Service Commission districts. One of these must be a
recognized environmentalist. OCne member shall be selected from the
state at large. The other two shall be selected from a list of
nominees submitted by the three deepwater ports, with each deepwater
port recommending two nominees. Once a final determination 1is reached
as to the location of the deep draft harbor and terminal, the first
vacancy occurring on the board shall be filled by appointment of one
of three nominees submitted by the governing authority of the parish,
offshore from which the deep draft harbor and terminal is located. 1In

case of dispute as to whether the superport is located off of more than
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one parish, both parishes may submit three nominees each, the
Governor making the appointment from the two lists of nominees sub-
mitted. The qualifications required of members are purposefully
general to provide the flexibility to adjust to changing requirements
as to the type of individual which might be needed as a board member.
Subsection A speaks only of "their demonstrated experience in civic
leadership and their stature and ability to act effectively for the
best interests of Louisiana.'" Subsection C provides each member with
a five year term except for initial appointees whose terms are corres-—
rondingly abbreviated to provide for an average of two vacancies per
year. Such frequent vacancies should permit a new governor to put
into effect any policy changes that he may desire furing his first
term in office.

The ceritical issue of flexibility for successful
Authority operation is resolved by the delineation of the roles of the
board of commissioners and the executive director in Sections 3105
and 3107. The board is made the governing body of the Authority
"with full power to promulgate rules and regulations for maintenance
and operation of sald Authority."

Section 3105(B) provides that the Board shall
formulate general policy and decide upon all matters relating to the
Authority Development Program. It also adopts the annual operating
and capital budget. Perhaps the most significant subsection in
explaining the board's powers is subsection F which provides that the

board shall meet at least once every sixty days '"or upon the written
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request of the president.” While the board of commissioners is
vested with ultimate authority, the experience of similar boards
indicates that the infrequency of meetings will provide the board
with no more than an opportunity to formulate general policy and
oversee obvious deficiencies in operation.

Section 3107 provides for a strong executive director
to resolve the shortcomings incidental to the part~time nature of the
board's role. The board of commissioners shall select the executive
director. The statute places no restrictions on the salary or other
terms of employment that the board may offer an applicant. The
executive director shall exercise all control over the executive
functions and the general operation of the Authority. All empioyees
shall be responsible to the executive director '"who shall organize
them in the most efficlent manner to accomplish the purposes of the
Authority...." Clearly, the executive director will be responsible
to the board for the results of Authority operations as he is provided
with the means to achieve the purposes for which the Authority was
created. Because he is responsible for the overall performance of the
Authority he serves at the pleasure of the board.

Section 3106(B) resolves the critical issue of
Authority financing. Since Authority operation more closely resembles
the operation of a large private corporation than most state agencies,
reliable sources of revenues are required. In order for the Authority
to take advantage of new opportunities and bind itself to future obli-

gations, all revenues generated by the Authority are dedicated to it
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to be used to further the purpose of the Act. However, any revenues
remaining at the end of a fiscal year after the satisfaction of all
Authority obligations and expenses and the creation of adequate
reserves for contingencies shall be considered surplus, to be trans-—
ferred to the state's general fund. To assist in the initial planning
work of the Authority, an appropriation of $350,000 from the state's
general fund has been provided for 1972-73 fiscal year.
4, Protecting Existing Deepwater Ports

Section 3110 was designed to ameliorate the potential
conflict between existing deepwater ports and the Authority and provide
mechanisms for the resolution of future problems in the area. Sub-
gsection A recognizes the need to prevent impairment of port bonds and
the existing Authority and funétions performed by established lLouisiana
ports. Acknowledging these facts subsection A further provides that
the "power and authority of the various existing port authorities
established pursuant to Article 14, Section 31 of the Louisiana Consti-
tution, and others, established by specific constitutional provision are
not to be diminished by the jurisdiction and powers exercised by the
Deep Draft Harbor and Terminal Authority except as provided in this Act.”
Subsection B permits the Autheority to enter into contract agreements
with existing port authorities and engage jointly in the exercise of
any power which either authority may have exercised individually.

Subsections C and D indicate that the Authority is
primarily empowered to develop a deep draft harbor and terminal to

handle bulk cargoes. This is supported by Section 3101(A) which explains
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the object of the Act as "to provide the necessary facilities for
N
docking, loading and unloading of vessels carrying liquid or dry
bulk and energy cargoes.' Subsection D prohibits the Authority from
handling break-bulk or general cargo "without the prior written
agreement of the Three Deepwater Ports, which agreement, among other
provisions, may provide for use of existing port facilities, rates,
wharfage fees and other matters of mutual interest.” Subsection C
requires that the Authority consider the economic impact'on the deep-
water ports in enacting its rates and charges for bulk cargo. It
further requires that such charges and rates be compensatory, i.e.
cover the costs of the services rendered.
5. The Environmental Protection Plan

Section 3113 resolves the eritical 1ssue of environ-
mental protection by creating an Environmental Protection Plan (known
hereinafter as Plan). The Plan is defined in Section 3102 to mean "a
written document prepared in conformity with this law, which shall be
a regulation of the Deep Draft Harbor and Terminal Authority which
establishes those steps to be followed to insure the protection of the
environment whroughout all phases of the Authority Development Program."
Section 3113 spells out the details of the Plan and requires the
executive director to follow the Plan "in all respects' in carrying out
any aspect of the Authority Development Program.

The Plan shall be formulated by the Director of the Louis¥
iana Wild Life and Fisheries Commission, the Director of the Louilsiana

State University Center for Wetland Resources, and the Executive Director
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of the Authority. The Plan must be promulgated within a reasonable
time after the appointment of the executive director but no later

than eighteen months after the effective date of the Act. It 1s to

be promulgated by the executive director under the rule-making pro-
cedures of the Louisiana Administrative Procedure Act.82 It may be
-amended at any time in accordance with the provisions of the Adminis-
trative Procedurg Act to reflect changes in the Authority ﬁevelopment
Program. The three directors who formulate the Plan or any interested
person can initiate changes.

The three directors in formulating the Plan are
charged with the duty to make every effort to reach a consensus. In
case of disagreement each shall proffer his proposed Plan or amendment
to the board of commissioners for its consideration. After receiving
and studying the recommendations submitted, the board of commissioners
shall decide which plan or combination of plans shall be adopted and
promulgated, To assure that environmental interests do have a voicg
on the board of directors, Section 3104(B) provides that one of the
menbers selected from the three Public Service Commission Districts
"shall be selected for his primary interest in protecting the unique
coastal environment of Louisiana."

To resolve the problem of adequate financing for

environmental protection, Section 3113(G) makes the Plan an integral

82La. R.S. 49:951-966(1966).
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part of the Authority Development Program. Cests incurred to develop
the initial Plan or amendments shall be considered an internal cost
of the Authority Development Program to the same extent as economic,
engineering, and promotional programs are considered costs. The
three directors must agree on the appropriate level of funding for
the Plan and carry out its requirements.

In order to maximize the effectiveness and credibility
of the Plan, Section 3113(H) directs the three directors to seek out
the best talent available to perform the studies and surveys necessary
to develop the Plan and carry out its requirements, It further pro-
vides that to the extent possible, University-based, public, and
private researchers in Louisiana shall be utilized. The results of all
research done in connection with the Plan shall be available to any
interested person.

The actual Plan must contain a series of specific
provisions as set out in Section 3113(J). If it is impossible to set
forth these provisions due to uncertainties in the Authority Develop-
ment Program, the Plan must staté the uncertainties which do exist at
the time the Plan is promulgated and why the uncertainties make the
inclusion of such provisions premature. Otherwise, the Plan must
consider under a separate chapter each of the following: (1) An inven-
tory of all stresses on the environment which can be reasonably ex-
pected in pursuing superport development; (2) environmental factors
affecting site location; (3) facility design and how it might minimize

potential environmental damage; (4) the methods of operation which
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would minimize environmental damage; (5) a monitoring program to
detect new stresses; (6) compensation to the coastal environment
for areas lost to superport development; (7) analysis of all ongoing
environmental programs to avoid duplication. Consideration of these
factors is essential in order to provide any measure of environmental
protection. However, their inclusion in the Act is illustrative only;
changes in superport technology and use will bring the need for
changes in the regulations and research priorities of the Plan.
F. Issues Requiring Further Research and Analysis
1. Interstate Commerce and Taxation

Louisiana's economic stake in a deep draft harbor and
terminal off its coast goes far beyond the possibility of lease or
operational revenues, and beyond the superport’'s economic effects on
employment, waterborne commerce, transportation savings,; etc. Louis-
iana must also take into account the social and economic costs to
state and local governments associated with such an enterprise. A
deep draft harbor and terminal will invariably bring with it demands
for additional public works such as improved highways to adjacent
coastal areas, new canals to connect the superport with existing in-
land waterways, and other transportation facilities which will be
necessary to move superport bulk cargoes inland. Expenditures will be
necessary to protect against the increased risks of flooding, subsi-
dence, and hurricane damage in the coastal zone due to superport telated
development. Costs associated with environmental stresses can be ex-

pected. In light of the necessary support facilities which must be
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built in the coastal zonme and the growth which can be expected to
paraliel superport development, state and local agencies will be
required to increase the services which they supply in the coastal
zone of Louisiana.83 Although an Increased tax base can be anticipated
for certain localities, it is not clear that increased tax revenues
will offset increased public services dollar for dollar. .Nor is it
clear that the same governmental unit benefiting from the tax lncrease
has the equal burden of providing the services. Inequities abound in
the property tax system, as is evident by current court cases.sa . The
question'ultimately will become who shall bear the burden of the in-
creased costs of governmental services brought on by the deep draft
harbor and terminal: the users of the superport or the taxpayers of
Louisiana?

The state's options regarding this burden differ with
the location of the superport. If the facility is located within the
state's territorial jurisdiction, 1.e. coastal waters, then the state
may take such costs into consideration in negotiating the price for the

lease of state waterbottoms. In addition the state has the opportunity

3Foreign Deep Water Port Developments, Volume I, "A Selective
Overview of Economics, Engineering, and Environmental Factors," published
by Institute for Water Resources (IWR), Department of the Army, Corps of
Engineers.

84Morning Advocate, June 30, 1972, at 1-A, ecol. 7.
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to impose the traditional variety of taxes suited to such a facility
subject to constitutional limitations.
It appears more likely than not that the first super-

85 Without a federal-sztate

port will be beyond Louisiana's jurisdiction.
agreement designating Loulsiana as operator of the superport facility

and grantiﬁg the state a share of the lease and/for operating revenues,
Louisiana would be unable to receive any revenues from the facility.
Louisiana's responsibilities and financial burden attributable to the
superport would not be diminiéhed since the need for onshore support
facilities, transportation corridors, and general governmental services
in the.coastal zone would be unchanged.

The argument of prospective users of the superport
located beyond the state's jurisdiction will be that the superport itself
is clearly beyond the state's power to tax since it is outside of the
state's jurisdiction. Absent a special federal—stéte agreement as
indicated above, this argument is incontrovertible. They will also argue
that coastal support facilities and pipelines are exempt from state and
local taxation becau#e they are engaged In interstate commerce. The
operation of a superport oil terminal would be a typical example. The
oll would bé discharged from supertankers into undersea pipelines which

would transport the oil to an inland tank farm. To maintain the pipeline's

operation through Louisiana only compressor and pumping stations would be

85See note 71, supra.
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required. As needed, the o0il could then be pumped oﬁt of the tank
farm and into an interstate pipeline to refineries in other states.
The petroleum companles can argue that the oil pipeline and support
faciligies are used exclusively in interstate commerce and are thus
subject to the well-settled doctrine that Congress has the exclusive
power under the Commerce Clause (Art. 1, Sec. 8, cl. 3) to regulate
inferstate commerce and even where Congress has failed to act on the
subject in the area of taxation, the power granted to it requires
that Iinterstate commerce be free from any direct restrictions or
impositions by the states.86 This view is accepted by Louisiana
jurispru&ence. In a similar situation the First Circuit Court of

Appeals held in Colonial Pipeline Co. v. Mouton, 228 So. 2d 718 (lIst

Cir. 1969) that a pipeline company engaged in picking up petroleum
products in Louisiana and discharging productslin Louisiana,
but never discharging in Louisfana products picked up in Louisiana
(which company also was qualified to do business, file suit, appoint
agents, and exerclse eminent domain in Louisiana) was not subject to
Louisiana franchise taxes payable for the privilege of dolng business
in Louisiana.

This view raises serious questions. Due to its
proximity to favorable superport sites, Louislana's coastal zone could

not avoid becoming the location for pipelines and onshore support

86Northwestern States Portland Cement Co., v. Minnesota, 358 U.S.
450, 79 S. Ct. 357, 3 L. Ed. 2d 421, 67 A.L.R. 24 1292(1959).
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facilities for any superport comstructed off of Louisiana's coast.
A rigld interpretation of the Commerce Clause in this instance would
have the effect of making Louisiana the insurer and protector of the
plpelines and onshore facilities, as well as the responsible guardién
against potential environmental damage, without being able to realize
anything for the risks undertaken or costs incurred.

Another view of the relationship of state taxation
to the Commerce Clause holds that a state tax can be exacted even
against a.business engaged exclusively in interstate commerce provided
the tax is compensation for the protection of local activities. In

1ine with this reasoning, Memphis Natural Gas v. Stone, 335 U.S. 80,

58 §. Ct. 1475 (1948), held that a foreign gas.corporation operating
a pipeline through Mississippl and engaged exclusively in interstate
commerce was liable for a "franchise or excise tax' imposed on every
corporation equal to $1.50 for each $1,000 or fraction thereof of the
capital used, invested, or.employed in the exercise of any power,
privilege, or right enjoyed by such corporation. Even the First

Circuit Court of Appeals in Colonial Pipeline v. Mouton, 228 So. 2d 718

(1st Cir. 1969), recognized that some taxes against a company engaged
exclusively in interstate commerce are valid such as ad valorem taxes

(Postal Telegraph Cable Co. v. Adams, 155 U.S. 688, 15 S. Ct. 268, 3¢9

L. Ed. 311); a use tax (Hanneford v. Silas Masom Co., 300 U.S. 577,

57 8. Ct, 524, 81 L. Ed. 814); and an income tax (properly apportioned

under Northwestern States Portland Cement Co. v. Minmesota, 358 U.S.

450, 79 S. Ct. 357, 3 L. Ed., 2d 421, 67 A.L.R, 2d 1292). In this complex
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area of the law where decisions often turn on such fact determinations
as whether the activity is actually interstate commerce or whether
there are sufficient local activities to justify taxation, nolclear
cut answers are available. Additional research is required including
the education of public officials concerning their options in this
area,
2. Coastal Zone Management and Planning

It is probable that a coastal zone management act, or
land use management act, will soon be passed by Congress.s7 The
Louisiana Advisory Commission on Coastal and Marine Resources, created
by Act 35 of 1971, has been charged with the development of a coastal
zone management plan for the state, Coordination and cooperation must
be sought between those charged with formulating the Superport Authori;y
Development Progfam and those who will be responsible for coastal zone
management as their interests are complementary.

Special attention must be directed to providing a legal
framework in which new uses of the coastal zone can be accomodated

while the traditional users such as fishermen, oysterman, navigators,

875. 3507 (National Coastal Zone Management Act) was unanimously
passed by the Senate. HR 14146 (companion coastal zone management
measure) awaits House floor action {(as of July 8, 1972). HR 7211
(National Land Policy, Planning and Management Act) awalts action by
the Rules Committee and S 632 (to establish a national land use policy)
has been reported by the Senate Interior Committee. § 2401 (the
National Resource Lands Management Act) awaits action.
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etc., are protected and long~term values of the region sustained.

To a certain extent this will involve the ranking of priorities

for use when multiple uses are incompatible through an analysis

of environmental, economic, sodial, and political criteria. Where
the shared use of available resources is feasible, the Superport
Authority Development Program must formulate those regulations which
will assure open access to the resources and provide for their most
efficient shared use.

In certain Instances the Act seeks to assure traditional
coastal zone users that the advent of superport development will.not
result in a net loss to them. Section 3113(K) makes clear that the
authority of the Louisiana Wild Life and Fisheries Commission to
protect fish and game will not be diminished in any way. Section
3109(C) (4) provides that if state waterbottﬁms are taken for superport
purposes on which there has been granted an oyster lease by the Louis-
iana Wild Life and Figheries Commission, the private oyster lessee must

be reimbursed by the Authority for the actual market value of the lease.88

88This section clarifies the point that the oyster lessee must
be compensated for the actual market value of the lease rather than
the value of one year's crop of oysters or a similar restricrive
standard.
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As the outlines of superport development emerge and the user conflicts
can be more accurately identified, additional research will be necessary
in order to draft new regulations to deal with these complex issues.

Another critical aspect of coagtal zone management is
planning the growth and inter-relationships of all modes of trans-
portation in Louisianma's coastal zone. Since the Superport development
will tend to generate pipelines, additional barge and land traffic, and
other spin-off developments, it is essential that the Superport pro-
gram be an integral part of general transportation planning for the
coastal zone, under the overall umbrella of coastal zone management
principles. Research needs to be done in determining the specific
mechanisms for insuring that such cooperation and coordination comes
about.

3, TImplementing the Environmental Protection Plan

The Envirommental Protection Plan is a regulation of the
Authority which can be amended to meet the changes of both the Authority
Development Program and the local, state, and federal regulations deal-
ing with environmental protection. Numerous regulations exist dealing
with environmental impact statements, construction in navigable waters,
0oil pollution, safety, and others. As the specifics of the Superport
Development Program progress, environmental considerations must be
dealt with at each stage. Meeting these requirements for regulations
will necessitate research into specific rules to be promulgated for

dealing with matters as they arise over the coming years.
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4, Comparative Studies-

Vthh can be gained from a systematic review of the
experience of other jurisdictions in dealing with major deep water
port developments and in the organization of a statewide system for
waterborne commerce. Research is needed in the experience of other
deep water ports of the world--notably those in Japan, the Netherlands
and France. Understanding how other states of the United States have
handled port systems may assist Louisiana in developing a meore coordin-
ated and comprehensive approach to water transportaticn--avoiding much
of the politics and unnecessary competition found today.

III. International and State-Federal Aspects of a Gulf of Mexico
Superport
A. Introduction
Because legal rules applicable to the conduct of activities
in the ocean change as one moves seaward from the coastline, it 1s
relevant to a discussion of international legal issues concerning
Superport siting whether the location is (1} less than three miles
from the coastline, (2) between three and twelve miles from the coast-
line, or (3) beyond twelve miles from the coast. This will in turn
depend upon the location of the baseline from which the breadth of the
territorial sea is measured.
If the superport were to be located entirely within the
three miles of the coast (the present breadth of the territorial sea
claimed by the United States) then there are few international legal

issues which arise-—certainly none concerning competence of the coastal
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state to make whatever use of its territorial waters and underlying
seabed it sees fit. However, if the location were beyond the three
mile limit, the seabed would today be classified as continental shelf
and the superjacent waters as high seas. 1t will thus be necessary to
examine the legal regime applicable to those two areas of ocean

space.

As will be noted post the United States has proposed an
international agreement fixing the breadth of the territorial sea at
twelve miles. Even considering that the twelve mile limit might be
in effect at the time of completion of any superport, the area beyond
twelvé miles would still be subject to the regimes of the continental
ghelf and the high seas.

B. Alternatives

The major problems are whether the construction of such a
facility is consistent with the rights appertaining to coastal states
either under customary international law or through international
agreements and, if such rights exist, the extent to which the coastal
state would be able to exercise regulatory jurisdiction over activities
conducted thereon.

1. Site Within Three Miles of the Coastline

Within the limit of the territorial sea, the juris— -

diction of the coastal state is virtually absolute. The Convention on
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the Territorial Sea and the Contiguous Zone89 provides:
The sovereignty of a State extends, beyond
its land territory and its internal waters to a belt of
sea adjacent to its coast, described as the territorial
sea (Art. 1[1]).
The sovereignty of a coastal State extends to
the air space over the territorial sea as well as to
its bed and subsoil (Art. 2).
Thus, within the territorial sea, the coastal state may make use of
the seabed or water columm it desires, subject only to the rights of
innocent passage and entry in distress., The construction of a super-
port facility would clearly fall within the scope of coastal state
competence.
Further, there are no significant state-Federal legal
ptoblems in this area since pursuant to the Submerged Lands Act90
coastal states in the United States were granted title to the submerged

lands lying within three miles of the coastline.91 However, the

Federal Government did retain a "navigational servitude' in the Submerged

8900nvention on the Territorial Sea and the Contiguous Zone
(done April 29, 1958, 15 U.S.T. 1606 (1964), T.I.A.S. No. 5639, 516
U.N.T.S. 205, in force September 10, 1964) (Territorial Sea Convention
hereinafter). The United States is a party to the Territorial Sea
Convention.

9043 U.5.C. Secs. 1301-15(1964) (originally enacted as Act of May
22, 1953, ch. 65, 67 Stat. 29).

nghis is an ovetrsimplification. In fact, Florida (Gulf Coast)
and Texas acquired, pursuant to the Act and subsequent litigation, three
marine leagues of submerged lands. All other states, including Louisiana,
were limited to three geographical miles, however. On the relation of
the state-Federal submerged lands controversy to the superport, see
Section C.2, post,
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Lands Act and thus, even though the superport might be situated
entirely within three miles of Louisiana's coastline, compliance
with navigational rules and procedures of the Federal Government,
including the duty to obtain a permit from the U.S. Army Corps of
Engineers to erect a structure in navigable waters of the United
States, will be applicable.

Finally, and as will be discussed in Section C.2,
post, the "coastline' of Louisiana, from which the three mile 1limit
is to be measured, has not finally been determined. The outcome of
that litigation will, therefore, have an effect on the legal regime
applicable to the superport.

2. Site Between Three and Twelve Miles from the Coastline

As if the state-Federal boundary uncertainties were
not enough, the question of the breadth of the territorial sea is not
subject to an agreed international norm at the present time either. In
the traditional Western European and United States view a breadth of
three miles was regarded as the maximum permissible under customary
rules of international law, but in the light of the large number of
claims to six, twelve, and even 200 miles, it can no longer be said
that any particular breadth is universally accepted.92 Evidence does

suggest that the distance of twelve miles is emerging as a rule of

92The latest State Department tabulation shows 32% of coastal
states claiming three miles, 56% claiming four to twelve miles (42%
claiming exactly 12 miles), and 12% claiming in excess of twelve miles.
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customary law for the breadth of the territorial sea, and the United
States has publically advocated international agreement on that
breadth. In a speech delivered in February, 1970, John R. Stevenson,
Legal Advisor to the Department of State, noted:

we believe the time is right for the conclusion

of a new international treaty fixing the limitation

of the territorial sea at 12 miles, and providing

for freedom of transit through and over intermational

straits and carefully defined preferential fishing
rights for coastal States on the high seas.93

At the July-August, 1971 meeting of the United Nations Seabed Committee,ga
the United States Government submitted "Draft Articles on the Breadth

of the Territorial Sea, Straits, and Fisheries," which provide for a
twelve mile maximum for territorial sea breadth, "free" (vis-a-vis the
present regime of "innocent') passage through international straits,

and a system of preferential fishing rights for coastal states.95

Comments made by delegations of other nations at the July-August, 1971

935tevenson, International Law and the Oceans,' 62 Dept. State
Bull. 339, 342(1970). See also, "U.S. Outlines Position on Limit of
Territorial Sea,” 62 Dept. State Bull. 343(1970).

94United Nations Committee on the Peaceful Uses of the Sea-Bed
and the Ocean Floor Beyond the Limits of National Jurisdiction (Seabed
Committee hereinafter), established by U.N. General Assembly Resolution
2467A (21 December 1968). The Seabed Committee originally had 42
members, but membership was expanded to 86 in December, 1970 (G.A. Res.
2750C [XXV]), and to 91 in December, 1971. The Seabed Committee is
acting as a preparatory group for the Third United Nations Conference
on the Law of the Sea, scheduled for 1973 (see note 96 post}.

950.N. Doc. A/Ac.138/SC.TI/L.4 (30 July 1971).
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meeting of the Seabed Committee, as well as statistical surveys, éhuw,
overwhelming support (far above the 2/3 majority needed for adoption
of treaty articles at the Third United Nations Conference on the Law
of the Sea)96 for the twelve mile 1limit. However, the United States .
offer of acqulesence in a twelve mile limit is coupled to controversial
proposals concerning passage througﬁ straits and preferential fishing
rights which may endanger the prospects for agreement on the maximum
breadth for the territorlial sea. Even so, 1t seems iikely that by
1980 the twelve mile maximum will belinternational law, either through
development of a customaré international law fﬁle on the subject!or
-through international agréement. If such aﬁ internatiénal law standard
establishing 12 miles as a maximum breadth should exist,-the United
States Government ﬁould st11ll have to domestically adopt that 1imit for
it to be applicable to this Nation, |

' Thus, 1f the superport were located between the three
and twelve mile limits, two possibilitles exist:

(1} If the territorial sea of the United Stateg is

extended to twelve mileg, then the same analysis given in Section B.1,

supra, is applicable. 1In short, no significant international legal

96In December, 1970, the United Nations General Assembly adopted
Resolution 2750C calling for a Third United Nations Conference on the
Law of the Sea to be held sometime during 1973 unless postponed by the
twenty seventh session of the General Assembly in 1972 on grounds of
insufficient progress of preparatory work. The issues to be dealt with
at the 1973 Conference include "the regimes of .... the territorial sea
(including the question of its breadth and the question of international
straits) and contiguous zone."
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problems will arise. This Is not the case, as will be noted later,
with respect to state-Federal problems. |

(2) 1If the territorial sea of the United States
remains at three miles, then the analysis given in Section B.3, post,
will be applicable. As will be noted, substantial international and
state-Federal legal questions arise in this situation.

3. 6Site Beyond the Limit of the Territorial Sea

(Whether Three or Twelve Miles)

If the superport facility must utilize the water
column (high seas) or the seabed (continental shelf) beyond the terri-
torial sea, then it is necessary to examine the legal regime of these
areas to determine legal feasibility.

a. The High Seas

The situation of use of the high seas is governed
by the Convention on the High Seasg? which provides that although '"no
State may validly purport to subject any part of (the high seas) to
its sovereigng:y,"g8 nonethelegs the concept of freedom of the high seas
contemplates use of the area for such undertakings as navigation, fish-

ing, the laying of submarine cables and pipelines, overflight, and

97Convention on the High Seas (done April 29, 1958, 15 U.S.T.
2312 (1962) T.I.A.S. No. 5200, 450 U.N.T.S. 82, in force September 30,
1962). The United States is a party to the Convention on the High Seas.

9814., Art. 2
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"others which are recognized by the general principles of international

99

law.™ These uses are conditioned on the principle that they shall

"be exercised by all States with reasonable regard to the interests of
other States in theilr exercise of the freedom of the high seAS."loo

Two sub-issues are thus presented: (1) is the
construction of a superport facility a permitted use within the concept
of freedom of the high seas; and (2) can such a facility exist consistent
with the "interests of other States in their exercise of the freedom of
the high seas?" The equally relevant and significant issue of whether
the coastal state would have the power to regulate activities taking
place on a superport located outside the limit of the territorial sea
(assuming it had the power to locate it there in the first instance)
will be discussed in Section B.3.b., post, relating to jurisdictional
aspects of the continental shelf.

As to the first issue, the matter is made difficult
by the absence of precedent. Certainly uses other than the four enumer-

ated in the Convention on the High Seas have been made, particularly the

construction of offshore oil platforms. However, the latter practice is
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specifically authorized by the Convention on the Contlnental Shelf.101

No solace can be derived from the existence of giant petroleum storage
tanks located beyond the territorial sea, such as those in the Persian
Gulf and elsewhere, for they are directly related to the exploitation
of petroleum resources from the adjacent submerged lands and thus fall
within the structures permitted under the Contimental Shelf Convention
as 'mecessary for (continental shelf) exploration and the exploitation

n102 e superport envisioned for the coast

of its natural resources.
of Louisiana would be essentially an "import" device and would not be
a necessary concomitant of petroleum, natural gas, or sulphur pro-
duction from the continental shelf underlying the Gulf of Mexico.
Since we are here dealing with an entirely new phe-
nomenon, the catch phrase "other (uses) which are recognized by the

general principles of international law" is also of little help. A

well established ocean space use such as scientific research may come

lOIConVention on the Continental Shelf (done April 29, 1958, 15
U.S.T. 471 (1964), T.I.A.S. No. 5578, 499 U.N.T.S. 311, in force Jume
10, 1964 ("Continental Shelf Convention" hereinafter). The United
States is a party to the Continental Shelf Convention. Article 5
provides that subject to certain conditions "“the coastal State is
entitled to construct and maintain or operate on the continental shelf
installations and other devices necessary for its exploration and the
exploitation of its natural resources.'" (Emphasis added.)

lozsee note 101 supra.
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under this category, but there is no history of usage concerning
superports which would qualify them under the quoted provision.
International law, however, is and always has con-
sisted of an evolving set of norms. As new technological advances
are made, especially in the oceans, new norms emerge and are subse-
quently codified. Many of the initial moves toward new legal regimes

"and this is a recognized

were accomplished by "unilateral action,'
form of initiation of a customary rule of international law. The
doctrine of the continental shelf itself stemmed in part from a

103

|
i unilateral declaration by the United States--the Truman Proclamation.
i

Thus, it is not hard to argue that, given justifications as compelling

103, es. Proe. Wo. 2667, 3 C.F.R. 1943-1948 Comp., at 67 (1945):
13 Dept. State Bull. 485 (September 30, 1945):

The Government of the United States regards the natural
resources of the subsoil and sea bed of the continental shelf
beneath the high seas but contiguous to the coasts of the
United States as appertaining to the United States, subject to
its jurisdiction and control.
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104 the United States

as those outlined in the Truman Proclamation,
would be as justified today as it was in 1945 in unillaterally de-

claring that superport facility construction is a reasonable use of
the high seas. If no protests were forthcoming from other nations,

and this relates to the second sub-issue, the rule would be well on

its way to international acceptance. In the unlikely event of

104The justification for the Proclamation is contained in perambu?
latory paragraphs as follows:

WHEREAS the Government of the United States of America,
aware of the long range world-wide need for new sources of petroleum
and other minerals, holds the view that efforts to discover and
made avallable new supplies of these resources should be encouraged;
and

WHEREAS its competent experts are of the opinion that such
resources underlie many parts of the continental shelf off the coasts
of the United States of America, and that with modern technological
progress their utilization is already practicable or will become so
at an early date; and

WHEREAS recognized jurisdiction over these is required in
the Interest of their conservation and prudent utilization when
and as development is undertaken; and

WHEREAS it is the view of the Government of the United
States that the exercise of jurisdiction over the natural resources
of the subsoil and sea bed of the continental shelf by the contiguous
nation is reasonable and just, since the effectiveness of measures
to utilize or conserve these resources would be contingent upon
cooperation and protection from the shore, since the continental
shelf may be regarded as an extension of the land-mass of the coastal
nation and thus naturally appurtenant to it, since these resources
frequently form a seaward extension of a pool or deposit lying
within the territory, and since self-protection compels the ccastal
nation to keep close watch over activities off its shores which are
of the nature necessary for utilization of these resources; . . .
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protest, modifications in the regime might have to be made.l05

The basis for such an argument is obvious--since
navigation is one of the oldest recognized freedoms of the high seas;
since technological development in ship construction now requires
drafts only found in deeper offshore waters; and since poft facilities

are a sine qua non to the exercise of the freedom of navigation;

therefore, port facilities constructed on the high seas are an accept-
able use of that area. The argument should be developed in more
detail, but these are the essentlal elements of the case.

One negative factor must be considered in this
regard. The International Law Commission ("I.L.C.") which acted as
the preparatory body for the 1958 United Nations Conference on the Law
of the Sea from which the Continental Shelf Convention emerged, stated
in its commentary to the draft article permitting structures for the
purpose of exploiting the natural resources of the continental shelf:

To lay down... that the exploration and exploitation
of the continental shelf must never result in any
interference whatsoever with navigation and fishing
might result in many cases in rendering somewhat
nominal both the sovereign rights of exploration and
exploitation and the very purpose of the articles

as adopted. The case 1s clearly one of assessment of
the relative importance of the interest involved.

lOSIn this regard, one might suggest that if, as required by

Article 9 of the Territorial Sea Convention for roadsteads and by
Article 5 of the Continental Shelf Convention for mimeral resource
exploitation structures, appropriate notice is given, safety regu-
lations adopted and enforced, and operations conducted with due regard
to navigation in the area, there would be little if any ground for
objection by other natioms.
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Interference, even if substantial, with navigation and
fishing might, in some cases, be justified. ©Cn the
other hand, Interference even on an insignificant
gcale would be unjustified if unrelated to reasonably
conceived requirements of exploration and exploita-
tion of the continental shelf.106 (Ewphasis added.)

One view is that a well reasoned and cogent set of justifications for
unilateral action would outweigh the pronouncements of the I.L.C. made
some sixteen years ago without benefit of knowledge of the tremendous
developments in the construction of ocean-going tankers which was to
come.lo7

b. The Continental Shelf

There are two principal issues to be

raised and discussed in connection with the use of the continental
shelf for superport purposes. First, does the coastal nation have the
jurisdiction to construct the facility {(an issue considered in the
last section in terms of the high seas)? 8econd, 1f it does, and 1if
such a facility is constructed, does the coastal nation have.jurisdiction

to regulate activities thereon {i.e., to apply its civil and criminal

law, specilal regulations, etc.)?

106"Rep0rt of the International Law Commission to the General
Assembly, "Yearbook of the International Law Commission, Vol. II (1956),
at 299 (U.N. Doc. A/3159).

107The only significant potential interference with other nations'
use of the area would be in the realm of fishing. However, in view of
the lack of factual complaints about offshore oil exploitation structures
in the area (juridical protests are, of course, non-existent because of
the permissive language of Article 5 of the Continental Shelf Conventiom),
it seems unlikely that a single installation would generate any concern
among foreign fishing nations about interference with their fishing
activities.
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Preliminarily it should be noted that some
observers feel the jurisdictional questions surrounding superport
location are entirely related to the high seas. They consider the
use of the seabed to be so Incidental that no jurisdictional question
arises in regard thereto. Were the facility simply a floating
structure, temporarily anchored to the ocean floor, one might agree.
That would, of course, present all the problems of classifying the
facility as a "vessel” and its workers as "seamen.' Our view, however,
in light of the fact that such a superport is more likely to be perman-
ently affixed to the seabed and that thé area of submerged land will
thereby be permanently excluded from other possible uses, is that
this consists in a use of the continental shelf. Accordingly, it is
believed appropriate to analyze the issues involved in utilizing the
continental shelf for purposes of a superport.

1) Jurisdiction to Construct
Internationally, the use of the continental
shelf is governed by the customary international law doctrine of the
continental shelf and, for states party thereto, by the Continental
Shelf Convention.lo8 The latter is quite explicit in terms of the uses
of the seabed covered. Articles 2 and 5 confer on coastal states
parties thereto exclusive soverelgn rights "for the purpose of exploring

it and exploiting its natural resources," including the right "to

lOSNote 101, supra.
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construct and maintain or operate on the continental shelf instal-

lations and other devices necessary for its exploration and the ex-

109

ploitation of its natural resources.” A logical interpretation

of these provisions utilizing the maxim inclusic unius est exclusio

alterius would lead to the conclusion that only natural resource
extractive activities are within the exclusive purview of the coastal
state since these are the only rights conferred by the Contipental
Shelf Convention, and that other used (if permitted at all) are
therefore open to all nations on an inclusive basis under the tradi-
tional doctrine of the freedom of the high seas. Indeed, the repre-
sentative of Belgium in a letter to the Secretary General of the
United Nations raising this very isgue before the United Nations
Seabed Committee observed:

It follows clearly from these provisions that an instal-

lation which is not used for the exploration or exploi-

tation of the natural rescurces of the continental shelf

does not come under the jurisdiction of the coastal

State. This would apply to an artificial structure the

only purpose of which is to serve as a port. . .

In the event that structures of this kind were to be

built, they could not be included within any jurisdiction
under the existing international law,110

logNote 101 supra Arts. 2(1, 2) and 5(2).

1% . poc. AfAc.138/35 (3 May 1971). The letter requested
inclusion on the agenda of the United Nations Seabed Committee of an
item concerning the question of "jurisdiction over artificial islands,
or artificial installations on the high seas." The letter stated:

The Belgian Govermment received a proposal from a private
source for the offshore construction, more than twenty-seven
kilometres from the Belgian coast, of an artificial port for
the unloading of heavy tankers. The proposed site is on the
Belgian contlnental shelf.
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The question dealt with in the Belgian situation is more pertinent
to the issue of jurisdiction to regulate than to jurisdiction to
construct and, accordingly, further discussion thereof is postponed
until Section B.3.b.2, dealing with regulatory jurisdictionm.

The interpretation of the customary inter-
national law rules relating to the continental shelf presents a
somewhat more difficult problem of analysis for those rules are less
well defined than the rights conferred by the Conventiﬁn. The most
precise formulation of the doctrine was glven by the International

Court of Justice in 1969 in its decision in the North Sea Continental

Shelf Caseslll as followé:

the most fundamental of all the rules of law

relating to the continental shelf, enshrined in
Article 2 of the 1958 Geneva Convention, though

quite independent of it, (is) . . . that the rights
of the coastal State in respect of the area of
continental shelf that constitutes a natural
prolongation of its land territory into and under the
sea exists ipso factc and ab initio, by virtue of

its sovereignty over the land, and as an extension

of it in an exercise of sovereign rights for the
purpose of exploring the seabed and exploiting its
natural resources . . . (This right) is "exclusive"
in the sense that if the coastal State does not choose
to explore or exploit the areas of shelf appertaining
to it, that 1s its own affair, but no one else may do
so without its express consent.ll2

If the Court's pronouncement is authoritative

(and it must be remembered that the issue before the Court was nelther

111North Sea Continental Shelf Cases, (1969) I.C.J. 3.

112Id., para. 19 of the majority opinion.
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the seaward extent of the continental shelf nor the nature of coastal
states' rights therein, but rather the delimitation of lateral shelf
boundaries between adjacent countries) then one can also logically
conclude that the rights of the coastal state apply only with respect
to the exploration for and exploitation of the natural resources of
the area and that other uses must be made on an inclusive basis.

The argument may be advanced that the term
"matural resources” should be liberally interpreted to include
virtually any use of the seabed and subsoil, for the seabed itself is
a resource of value in the economic sense if any commercial or
governmental enterprise depends upon the use, either permanently or
temporarily, of some portion thereof. It is believed that this approach
is inconsistent.with the intent of the framers of the Continental
Shelf Convention (as well as the practice with respect to the conti-
nental shelf which has evolved inte the rules of customary international
law concerning it), for states up until recently--and most particularly
in 1958 when the Convention was drafted--have been concerned exclusively
with the extraction of petroleum, natural gas, sulphur, some hard
minerals, and certain species of sedentary fishes, and not with any of
the newer uses of the seabed which are now gaining public attemtionm.
Further, the Continental Shelf Convention specifically defines "natural
regources" as consisting of:

the mineral and other non—-living rescurces
of the seabed and subsoil together with
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living organisms belonging to sedentary
species . . 113

It is unknown at present whe?her the Belgian delegate's suggestion

for international resolution of the issue will be acted upon favorably.
However; at least one formal proposal Submi;ted to the United Nations
Seabed Committee envisions giving coastal states the authority needed
to make such "other" uses of their continental shelves., Dr. Arvid

Pardo, in his "Draft Ocean Space Treaty" which was submitted to the

United Nations Seabed Committee meeting on 23 August 1971,114 proposes

inclusion of the following provision:

Art. 62. Subject to the provisions of this
Convention, the coastal state wmay construct,
on or under the seabed of national ocean space
[from the coastline to 200 miles seaward thereof]
habitats, installations, equipment and devices
for peaceful purposes provided that . . . .
Art. 63. The coastal state may construct, and
maintain or operate in national ocean space
artificial islands, fleoating harbours or other
installations for peaceful purposes, anchored
to the seabed, provided that . . . .

The provisos relate to the establishment of safety zones and the like.
Should a provision such as Dr. Pardo's be adopted at the 1973

Conference, the matter would be clear.

113Convention on the Continental Shelf, note 101 supra, Art. 2(4).

114"Draft Ocean Space Treaty: Working Paper Submitted by
Malta," U.N. Doc. A/AC.138/53 (23 August 1971).
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Domestically, there are a number of factors
bearing on the question of jurisdiction to construct, all turning
more or less on the feasibility and basis for unilateral actionm.

This route seems to be required in view of the unanimity of opinion
on the question of expressly permitted uses of the continental shelf.

'First; there is the judicial pronouncement

in the case of United States v. Ray.115 In this declsion, the United

States Court of Appeals upheld an injunction requested by the United
States Government to prevent certain entrepreneurs from constructing
an artificial island attached to coral reefs on the continental shelf
off the coast of Florida and outside the limfts of territorial waters.
Although the Government had framed its request for injunctive relief
in the form of a trespass allegation, the Court suggested that the
allegation was inaccurately framed and that what was in fact sought
was "restraint from interference with rights to an area which apper-
tains to the United States and which under national and international
law 1s subject not only to its jurisdiction but its control as well.l16
The Court coupied these "rights," and the "vital interests' of the

United States in preventing infringement of those rights, and found

the result sufficlent to warrant injunctive rellef. It must be conceded,

M tnited States v. Ray, 423 F. 2d 16 (5 Cir. 1970). Lower court
opinion 294 F. Supp. 532 (S.D. Fla. 1969).

116

United States v. Ray, 423 F. 2d 16, 22 (5 Cir. 1970).

105



however, that the case is not of definitive import on the issue of
non-extractive uses of the seabed since the affected seabed area was

coral, a living resource within the definition in the Convention on

7 and thus did not hold that the coastal

118

the Continental Shelf,11
state had exclusive rights with respect to non-extractive useé.
However, the classification of the interest of the coastal state in
terms of "rights," and the utilization of the "vital interests"
doctrine compels one to believe that executive and legislatiﬁe,'as
well as judicilal organs of government are likely to respond in the
same fashion. In view, however, of the adversary litigative process

which accompanied it, and the request of the Department of Justice

117Article 2(4) of the Continental Shelf Conventions provides:

The natural resources referred to in these articles
consist of the mineral and other non-living resources of the
sea-bed and subsoil together with living organisms belonging
to sedentary species, that is to say, organisms which, at
the harvestable stage, either are immobile on or under the
sea-bed or are unable to move except in constant physical
contact with the sea-bed or the subsoil.

1181n fact, the Court specifically states

(The evidence) fully establishes that the structures
herein involved interfere with the exclusive rights of the
United States under the Convention to explore the Continental
Shelf and exploit its natural resources, Under the circum-
stances we do not decide what the result would be if the
structures did not interfere with the rights of the United
States as recognized by the Convention, our decision being
1imited to the particular facts of this case. (Emphasis
added.) This language was modified from that of the slip
opinion at the specific request of the Department of Justice
in order that United States' rights in its continental shelf
not be overstated.
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for revision of the original slip opinion which, in the opinion of
Justice,'overstated the nature of United States rights in its
continental shelf area, it can hardly be said that Ray represents
any definitive view of the United States Government on the question
of non-extractive uses of the continental shelf. There is only one

other decision which discusses the issue, viz., Ministre de'Etat

chérgé de la Défense nationzle et Ministre de 1'Equipement et du

Longement v. Starr et British Commonwealth Insurance Co., 1970 Revue

Generale de Droit International Public 1114 (Conseil D'Etat, December
7, 1970) an analysis of whichllg quotes the French court as holding
that "(t)he littoral State enjoys rights over the continental shelf
which are exclusive and independent of any occupation, but these
rights are limited to the aims fixed by the (Continental Shelf)
Convention and defined in France by the Law of December 30, 1968.

The continental shelf thus does not form part of the national terri-

tory. This ends at the limit of the territorial waters.' There has

not been an opportunity to review the actual text of the decision,
but if the review is accurate there now exists another national court
decision to support the Ray analysis, albeit Ray has implicit value
for asserting jurisdiction for non-extractive purposes.

One basis for a umilateral declaratiom or

act of the Truman Proclamation variety is found in Section 3(a) of

119

See 3 Journal of Maritime Law and Commerce 189 (1971).
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the OQuter Contlnental Shelf Lands Act,120 the vehicle under which

the United States administers its outer continental shelf landé.
That section provides:
It is hereby declared to be the policy

of the United States that the subsoil and seabed of

the outer Continental Shelf appertaln to the United

States and are subject to its jurisdiction, contrel,

and power of disposition as provided in this Act.
Elsewhere in the Act, as in the Truman Proclamation and the Continental
Shelf Convention, jurisdiction is stated in terms of the natural
resources of the seabed and subsoil. In the quoted provision, however,
it i1s the geabed and subsoil itself which 1s said to come under United

States '"jurisdiction, control, and power of disposition.”™ Granted, the

Act speaks only of oil, gas, sulphur, and other minerals in its
"disposition" provisions, but one can argue that there is more juris-
diction here than simply control over resource extractive activities.

In the last analysis, however, and barring
adoption of a Pardo type proposal, supra, the United States would have
to be taking unilateral action (or perhaps actien in concert with
other nations equally situated) just as in the case of the high seas
use.

2) Jurisdiction to Regulate

Assuming the superport is constructed,

120&3 U.S8.C. Secs. 1331-43 (1964) )originally enacted as Act of
August 7, 1953, ch. 345, 67 Stat. 462). :
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the second issue is whether or not the adjacent coastal mation has
the requisite jurisdiction to regulate activities undertaken there.
This is obviously of some importance, since although the United States
retains jurisdiction over its nationals wherever situated, some special
basis of jurisdiction would have to be found for non-U.S. nationals
working on the faciliry.
Since, as noted above, the Belgian
Government has apparently taken a closer lock at this issue than other
nations, it is appropriate to returm to that source for a moment.
Speaking at the July-August, 1971
meeting of the United Nations Seabed Committee, Alfred van der Essen,
the Belgian delegate, emphasized the difficulties involved in using a
portioh of the continental shelf for construction of a superport:
In Belgium, bills introduced into parliament
were first submitted to the Conmseil d'Etat for a legal
opinion on their content. The bill, which had become the
law of 13 June 1969 on the Belgian continental shelf, had
therefore been studied by that authority. The opinion of
the Conseil d'Etat was that an installation which was not
used for the exploration or exploitation of the natural
resources of the contipental shelf did not come under
Belgian jurisdiction. Belgium could take legal action
against its own nationals, who could always be brought
before the court of their place of domicile for an offense
committed outside the territory. That, however, was not

the case for foreigners, who might well be numercus among
the staff of an artificial port.l2l (Emphasis added.)

The Belgian Council of State recommended
modifying an earlier version of the Belgian law of 13 June 1969 on the

121y N. Doc. A/AC.138/SC.TI/SR.4-23 at 66 et seq.
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basis that it asserted more jurisdiction than was permissible under
international law. The earlier draft, embodying many of the princi-
ples of the Continental Shelf Convention (to which Belgium is not a
party), was modified to make it clear that Belgium was only asserting
jurisdiction over structures on the continental shelf designed for
the exploration or exploitation of its natural resources and not for
any broader purpose. This change, which was in accord with what the
government stated to be the purpose of the law, and which was in
accord with the preliminary article of the law setting forth this
purpose, was made in order to delete language which would have
literally given Belgium jurisdiction over all permanent installations
situated on the high seas on the Belglan continental shelf.

One can readily disagree with this
conclusion in view of the provisions of Article % of the Territorial
Sea Convention dealing with readsteads. There is inferential authority
in the Territorial Sea Convention for the use of areas of the high
seas for port-like activities:

Roadsteads which are normally used for the loading,
unloading and anchoring of ships, and which would
otherwise be situated wholly or partly outside the
outer limit of the territorial sea, are included
in the territorial sea. (Art. 9)122

By giving territorial sea status to such areas, coastal state competence

to regulate activities undertaken there would clearly be accorded.

122A roadstead is "(a) sheltered, offshore anchorage area for
ships." American Heritage Dictionary of the English Language (1969)
at 1122.

110



However, it can only inferred from this language that the coastal
state has the authority to construct a superport facility for it is
unknown whether the term "roadsteads" as used in the Territorial Sea
Convention includes the modern concept of a superport.

The only relevant comment in the legis-
lative history of the Territorial Sea Convention is that of the United
States delegate who stated that "(t)he purpose of (Article 9) was to
ensure that the coastal State could exercise police powers and general

."123 There would appear to be

jurisdiction in its roadsteads . .
two arguments which might support the use of the water column outside
tﬁe territorial sea for superport purposes: (1) superports are, in
function, ildentical to roadsteads, and therefore the coastal state has
territorial sea jurisdiction following their construction (this begs

the question of initial jurisdiction to construct, of course); or

(2) although not identical, their functions are sufficiently analogous
that the framers of the provision could be considered to have envisioned
technological advances which would produce more sophisticated and
complex "roadsteads," so long as the same basic purposes were served
(sucﬁ roadsteads have been delimited in the Gulf of Mexico in connection

with the delimitation of shipping safety fairways).lz4

123III Official Records, United Nations Conference on the Law of
the Sea 143 (1958), U.N. Doc. A/CONF.13/39.

124See Knight, "Shipping Safety Fairways: Conflict Amelioration
ip the Gulf of Mexico,” 1 J. Maritime L. & Comm. 1 (1969).
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In a personal communication to the
authots, Alfred van der Essen disputed this contention, arguing
that the French work 'rade" as used in Article 9 has a definite and
precise meaning of an extent of sea enclosed in part by land, more
or less elevated, which offers to cargo vessels shelter and other

port facilities.125 This is at variance with definition quoted

above126

in its requirement of land enclosure. Further, Webster's
New World Dictionarylz? and the Oxford Dictionary of English Ety-
mologyl28 make reference respectively to "a protected place near

shore" and "sheltered water where ships may ride,"

thus leaving open
the possibility of extemsion of definition through technological
advancement without having to tie the area to land enclosure,.

We are of the opinion, in view of the
legislative history of the_Territo;ial Sea Convention and recent
technological advances in port qonstruction, that a superport facility
could be validly assimilated to a roadstead and that territorial sea
jurisdiction would therefore be applicable un@er Article 9.

An important ancillary issue relates to

the fact that although the State of Louisiana is championing the case

125Letter from Alfred van der Essen to H. Gary Knight, March 30,
1972,

126Note 122 supra.

127Webster's New World Dictionary of the American Language {1964)
at 1259,

128

The Oxford Dictionary of English Etymology (1966) at 770.
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for location of a superport off the mouth of the Mississippi River,
if the facility is bullt beyond the three mile limit it will be on

129 The Outer

submerged lands subject to Federal jurisdiction.
Continental Shelf Lands Act provides in Section 4(a)(1l)} that the
"(c)onstitution and laws and civil and political jurisdiction of the
United States" are to be applicable to the outer continental shelf

and to structures erected thereon for resource extractive purposes.

Interestingly, Section 4(a)(2), which provides that '"(t)o the

extent ﬁhey are applicable and not inconsistent with this Act or with
other Federal laws and regulations of the Secretary (of the Interior)
+ + » the ¢ivil and criminal laws of each adjacent State as of the
effective date of this Act are hereby declared to be the law" for

the seabed and for artificial islands and fixed structures, the latter

- not being conditioned on relation to resource extractive activities.

Thus an argument can be made for appli-
cation of Louisiana law to facilities not designed for resource
extractive purposes. In view of the overall legislative intent of the
Act, however, it is not believed that this gives Louisiana or any other
state a particularly strong argument to jurisdiction over continental
shelf activities, particularly when the law is limited to that in

force as of "the effective date of this Act.”

129Even if the United States should adopt a twelve mile limit for
its territorial sea, the boundary line between Federal and Louisiama
submerged lands will remain at three miles, for the Submerged Lands Act
speaks in terms of the fixed distance (three geographical miles), not
in terms of the breadth of the territorial sea. See also Section C.2Z.

post.
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In light of the above analysis, we are
of the opinion that although a strict interpretation of existing
international law affords no express authority to either construct
or to regulate activities on a superport facility, nonefheless there
are no express prohibitions and, accordingly, carefully structured
unilateral action to effect such a user of the high seas and the
continental shelf should not meet with protest and should afford the
United States the jurisdiction it requires to carry out this proposed
project.

C. Related Issues
There remain for consideration a number of ancillary, but
important, issues.
1. Foreign Policy Interests of the United States
The possible effect of a unilateral use of the seabed
and water column for superport purposes on current law of the sea
negotiations is not likely to be overlooked by the United States
Government. Preliminary inquiries of members of the Executive Branch
indicate that such a project would probably be viewed primarily as a
new use.of the high seas, and not as a use of the seabed in the sense
contemplated in Ehe Continental Shelf Convention. Although areas of
seabed would be occupied to the exclusion of other uses, nonetheless
it does not (in this view) constitute the type of extractive enterprise
which was the genesis of the Truman Proclamation of 1945 and, subse-
quently, the Continental Shelf Convention.
We have some doubts, however, whether the State Department

would approve wholeheartedly any such project in view of the delicate
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nature of the current law of the sea deliberations at the United
Nations. By amalogy, the State Department has adamantly opposed the
construction of straight baselines along areas of the United States
coast which are entirely suitable for such treatment on the grounds
that to do so would prejudice our international negotiating position
on certain questions relating to the delimitation of straight base-
lines by outlying archipelago nations and the breadth of the terri~
torial sea. Further, the Department of Defense is quite concerned
with a loosely defined phenomenon called hcreeping jurisdiction"
through which a coastal state purportedly acquires steadily increasing
jurisdiction or competence over adjacent ocean space areas until such
time as that jurisdiction approaches or reaches the level of a
territorial sea claim.

The construction of a facility using the seabed and high
seas in a manner heretofore not contemplated would seem to be parallel
to such unilateral acts or declarations as the delimitation of straight
baselines, and also a type of additional jurisdictional claim involved
in the "creeping jurisdiction" hypothesis.

Thus, it is possible that when the Corps of Engineers
circulates its notice of application for a permit to erect a structure
in'navigable waters, the State Department or the Department of Defense
might file a letter of objection, or suggest imposition of certain
conditions with respect to the project.

?. State~Federal Submerged Lands Litigation Issues

The determination of where the seaward limit of
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the territorial sea is depends on the location of the "baseline."
The provisions for delimiting the baseline are contained, for inter-
national purposes, in the Territorial Sea Convention. In United

States v. Californialaq the United States Supreme Court adopted the

standards in the Territorial Sea Convention for purposes of delimiting
the boundary between the Federal Government and the several coastal
states in the submerged lands controversy. The location of the base-
line off the Louisiana coast has not yet been finally determined in
all places. It is likely that the Special Master now hearing the case
will submit his report to the Court in the fall or winter, 1972, and
that a final decision can be obtained before mid-1973. Until this
decision is available, it will not be possible to know precisely the
location of the superport in relation to the territorial sea boundary.
Thus it will be necessary to follow closely this domestic 1itigation.
as it is affected by international agreements and standardgf

It should be noted that extension of the territorial sea
of the United States to a twelve mile breadth will have no effect on
the location of the state-Federal boundary, because the Submerged
Lands Act specifies "three geographical miles" as the area under state
jurisdiction and makes no reference to the breadth of the territorial

s5ea.

130487 1.s. 139 (1965).
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A further aspect of the state-Federal submerged lands
controversy is the substantial ill-will generated on both sides over
a long period of time. This is particularly pronounced in Louisiana's
case. Thus, it is likely that the representatives of the Justice
Department, who handle the litigation for the Federal Government,
will view dimly any proposals to give Louisiana any form of juris-
diction on outer'continental shelf lands, even for superport purposes
unrelated to natural resource extraction. There is, of course, no
reason why an appropriate agreement could not be negotiated, taking
into consideration the economic impact (both beneficial and detrimental)
of the facility on Louisiana and the interest of the Federal Govermment,
through its Maritime Administration, in having a deep draft superport
in the Gulf of Mexico; Nonetheless, the negotiations will have to be
approached from the realities of domestic law, viz,, that the Federal
government has exclusive jurisdiction over activities conducted beyond
the three mile limit and Louisiana has no legal right, title, or
interest in this area. On the other hand, both the Federal Govetfnment
and Louisiana stand to benefit substantially from a superport leocated
off the mouth of the Mississippi River, and appropriate concessions by
both parties can bring about realization of those benefits.

Finally, a technical point on the relative positions bf
Texas and Florida concerning limits of offshore jurisdicrion is
appropriate. As a result of litigation following enactment of the
Submerged Lands Act, Texas and Flotrida were granted three marine

leagues of submerged lands, other states receiving only three goegraphical
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miles. The issue is whether Texas and Florida have, in the lands
granted to them beyond the three mile 1limit, rights to construct a
superport facility. Our opinion is that they do not--that they
stand no better in this area than any of the other coastal states
of the United States.

The basis for this assertion 1s as follows:

(1) The United States, through the Submerged Lands Act,
could only grant to the several states in 1953 what title or juris-
diction it then had. In 1953, the United States had full sovereignty
within three miles: but beyond that had only the right, under the
customary international law doctrine of the continental shelf (the
Continental Shelf Convention did not enter into force until 1964),
to explore for and exploit the natural resources of the seabed and
subsoil. In the area between three miles and three leagues, the
United States possessed no other rights vis-a-vis other nations.

(2) Thus, although the Submerged Lands Act purported to grant
full title (including title to fish and for any other purpose), nothing
additional (to continental shelf rights) were granted to Texas and
Florida in the three mile to three league area because the United
States did not have it to grant.

(3) Accordingly, jurisdiction to construct a superport in
the area between three miles and three leagues off the coast of Texas
and Florida lies with the United States, not with those states.

This is, of course, only one opinion. The issue is currently

being litigated in Original No. 54 before the United States Supreme
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Court on the issue of fishing rights in the three mile to three league
area. Determination on that issue will be dispositive of the super-
port issue, however, for the legal basis of the arguments 1s the same.
3. Withdrawal of Areas Adjacent to the Superport

The continental shelf resources off the coasts of this
Nation are administered under the Outer Continental Shelf Lands Act.
It is possible that an internal conflict could arise between the
desire to utilize a given area for, say, the production of petroleum
and natural gas, and the need to use the same area for a superport.
The administration of outer continental shelf (''0CS") lands is rife
with such coqflicts.131 Certainly the future plans of the Department
of the Interior for leasing outer continental shelf lands for the
exfraction of oil, gas, sulphur, and other minerals should be carefully
checked in siting the superport. Although considering that the relative-
ly small area required for a superport would probably permit directional
drilling to recover petroleum or natural gas resources beneath it, the
desirability of having the fewest possible offshore structures within
several miles of the facility would indicate the desirability also of
withdrawing the immediate and surrounding area of the site selected
from leasing pursuant to the Act which provides:

The President of the United States may, from

time to time, withdraw from disposition any of the
unleased lands of the outer Continental Shelf. (Sec. 1341(a)).

1313&&, e.g., Study of the Outer Continental Shelf Lands of the
United States, Sections 4.74-4.78.
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one such withdrawal, for the purposes of creating a Na;ional Park,
has already been effected.132
Of course, if the superport is located within three miles
of the baseline, jurisdiction over the seabed lies with the State of
Louisiana, and appropriate arrangements would have to be made through
the leasing agencies of that State.
4. International and Federal Pollution Laws
The United States is party to several international
agreements concerning prevention of pollution at sea. TFederal statutes
on this subject would also be applicable to United States citizens oper-
ating a superport, even if situated cutside the territorial sea. The
activities conducted at any such facility would, therefore, need to be
performed in compliance with all international agreements and Natiomnal
laws governing pollution prevention.
5. Navigation Interests
The creation of a superport off the mouth of the Mississippi

River will undoubtedly result in increased shipping tonnage utilizing

132p es. Proc. No. 3339, 3 C.F.R., 1959-1963 Comp., p. 71 (1960):
25 Fed. Reg. 2352. The proclamation withdrew from disposition under
the Outer Continental Shelf Lands Act certain submerged lands off the
Florida coast in order to create the Key Largo Coral Reef Preserve.
It is worthy of note in considering the likelihood of international
protest to the construction of a superport that this withdrawal by
President Eisenhower came prior to the date upon which the Continental
Shelf Convention came into foree. Since the customary uses of the
shelf were exclusively theretofore for the extraction of oil and gas,
a new use was clearly being made. No protests were received to the
action, ’
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the Gulf of Mexico. This will serve to exacerbate the existing
conflict between navigation interests and the erection of structures

133 The existing

for the production of oil and gas in the Gulf.
system of shipping safety falrways has not proven particularly effective
in preventing accidental collisions.l34 It may, therefore, be necessary
to assert some proprietary rights in areas of high seas in order to
protect the international community's interest in safe navigation by
designating certain corridors as mandatory routes for shipping. The
present system does not require navigation in the fairways, but simply
uses the technique of advising mariners that the designated lanes do
not contain structures. If traffic density increases substantially,
this system will probably have to be abandoned in favor of a mandatory
routing system. This, of course, runs counter to traditional concepts
of freedom of the high seas, but there is substantial support for the
creation of "property" rights on the seas where the variety and density
135

of uses of ocean space present conflict situations.

IV. Deep Draft Harbor and Terminal Act of 1972 (La. R.S. Title 34,

Chap. 33)
133 R
See Knight, note 124 supra.
13414, at 18-19.
135

See, e.g., Christy, "Fishery Problems and the U.S. Draft Article,”
paper presented to the Fourth Annual Sea Grant Conference, October 13, 1971
(mimeographed) 1-9; Christy, "The Ownership of Ocean Resources,' paper
presented to the Annual Convention of the Izaak Walton League of America,
July 8, 1971 (mimeographed).
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§3101. Object; purpose of act

A. 1t is the object and purpose of this Act to provide for
the creation of a political subdivision of the state of Loulsiana,
possessing full corporate powers, known as the Deep Draft Harbor
and Terminal Authority, hereinafter referred to as the "Authority,"
to promote, plan, finance, develop, construct, control, operate,
manage, maintain and modify a deep draft harbor and terminal within
the jurisdiction of said Authority and in order to provide the
necessary facilities for docking, loading and unloading of vessels
carrying liquid or dry bulk and energy cargoes. It is hereby declared
to be in the public interest that this Deep Draft Harbor and Terminal
Authority be created as a political subdivision of the state of
Louisiana.

B. It is further the object énd purpose of this Act:

1. To promote the econcmic industrial wellbeing of the
existing port authorities of the state of Louisiana and to promote
interstate, national and international trade for the state of Louisiaﬂa,
its subdivisions and the area served by the Mississippl River and its
" tributaries, and to provide that existing ports take such steps indi-
vidually and collectively to assure the maintenance of the economic
wellbeing of each port authority, as well as the whole;

2. To promote the industrial and petrochemical base of the
Mississippi Valley Region of the United States by providing adequate
deep draft port facilities for the handling of the cargoes of deep

draft vessels;
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3. To promote, in addition to port operations, scientific,
recreational and all other uses of the Deep Draft Harbor and Terminal
which shall be in the public Interest;

4. To accommodate and plan for the technological innovations
occurring in the worldwide and domestic shipping industry to increase
efficiency and the flow of commerce through the Deep Draft Harbor
and Terminal;

5. To protect environmental values and_Louisiana's unique
coastal marshlend ecosystem through the adoption of an Environmental |
Protection Planj;

6. To assert and protect Louisiana's economic, social and
environmental interests in the development of any Deep Draft Harbor
outgside the state of Loulsiana where such development méy have an
impact upon the state of Louisiana;

7. To constitute the authority as a political subdivision
of the state of Louisiana and such functions exercised by the board
empowered herein shall be deemed to be held as governmental functions
of the state of Louisiana, as the exercise of the powers granted
herein will, in all respects, be to the benefit of the people of the
state, for the increase of their commerce and prosperity and for the
improvement of the economic conditiong

8. To assure that the Authority shall not be required to
pay any taxes or assessments on any property acquired or used by it
under the provisions of the Act or upon the income therefrom, and

any bonds issued hereunder shall be serviced from the income of said
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facility and shall be exempt from taxation by the state of Louilsiana,
and by any municipal or political subdivision of the state.

§3102. Definitions

For the purposes of this Act, the following definitions shall
apply:

(1) "Deep Draft Harbor and Terminal' means a structure, or
series of structures or facility of any type emplaced in coastal
waters and designed to gccommodate the cargo or passengers of deep
draft vessels whose draft is greater than the depths of typical
inland harbors and waterways commonly used by ocean going traffic
during the first half of the twentieth century, including allrthose
structures and favilities functionally related thereto and necessary
or useful to the operation thereof whether landward or seaward of the
main structure or facility itself,

(2) MAuthority Development Program' means all the phases of
growth and development through which the concept of a Deep Draft
Harbor and Terminal may go, including but not limited to promoting
the concept, raising funds to support the program, planning the uses
of the facility, selecting a site for the physical facility and ‘
support facilities, designing the structures, constructing the facility
and the support facilities, operating and maintaining the facility,
expanding or renovating.the facility, modification and retirement of
the facility, and any other phases through wich Authority development
may proceed.

(3) "Environmental Protection Plan'' means a written document,
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prepared in conformity with this law, which shall be a regulation of
the Deep Draft Harbor and Terminal Authority which establishes those
steps to be followed to insure the protection of the environment
throughout all phases of the Authority Development Program.

(4) "Three Deepwater Ports' means the Board of Commissioners
of the Port of New Orleans, the Greater Baton Rouge Port Commission and
the Lake Charles Harbor and Terminal District.

{(5) '"Three directors" means the directfr of the Loulsiana
Wildlife and Fisherles Commission, the director of the Louisiana S5tate
University Center for Wetland Resources and the Executive Director
as created herein.

(6) "Facility" means any structure or improvement actively
used on a regular basis in waterborne commerce.

(7) '"Coastal waters of Louisiana" means those waters ex-
tending three nautical miles from the coastline, or beyond to the
extent of the jurisdiction of the state of Louisiana.

Nothing contained herein shall be construed to affect
Louisiana's claim to it's tidelands or the location of Louisiana's
coastline as interpreted by the State of Louisiana.

§3103, Jurisdiction; domicile

A. The Authority shall have exclusive jurisdiction over the
Authority Development Program within the coastal waters of Louisiana.
The jurisdiction of the Authority shall not include or extend to the
taking, control or operation of existing, proposed or future facilities

of existing port authorities except by mutual agreement.
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B. The Authority shall have the right to acquire by lease or
purchase waterbottoms inside and outside of the territorial limits
of the state of Louisiana for use in the comstruction, operation or
maintenance of the facilities functionally required, related,
necessary or useful to the operation of the Authority.

C. The domicile of the Authority shall be in the city of New
Orleans; however, by appropriate act of the board of commissioners
the domicile may be relecated to an appropriate location within the
structures and facilities constructed or acquired by the Authority.

§3104. Board of commissioners; qualifications; selection;

terms; vacancies; compensation

A, The Authority shall be governed by a board of commissioners
consisting of nine members chosen on the basis of their demonstrated
experience in civic leadership and their stature and ability to act
effectively for the best interests of Louisiana,

B. All commissioners shall be appointed by the govermor. Two
shall be selected from a list of nominees submitted by Louisiana's
Three Deepwater Ports, with each Deepwater Port recommending two
nominees.

Two shall be selected from each of the three Public Service
Commission Districts in the state of Louisiana.

One of the members selected from the three Public Service
Commission Districts shall be selected for his primary interest in
protecting the unique coastal environmment of Louisiana.

One member shall be selected from the State at large.
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Once a final determination is made as to the location of
the deep draft harbor and terminal, the first vacancy occurring on
the board shall be filled by appointment of a resident of a parish
in which, or offshore from which, the deep draft harbor and terminal
is to be located. This appointment shall be from a list of three
names to be submitted by the governing authority of the Parish in
which, or offshore from which, the deep draft harbor and terminal is
to be located. If the deep draft harbor and terminal is located in,
or offshore from, more than oné parish, then the governing authority
of each such parish shall submit to the Govermor a list of three names
and from the lists so submitted the Governor shall select said
appointee.

C. Each of the nine commissioners shall serve a five year term,
except the initial appointees.

A commissioner may not serve more than two consecutive five
year terms on the board of commissioners.

The first nine appointments shall be for terms of one member
for one year, twe for two years, two for three years, two for four
years, and two for five years. The governor shall exercise his
discretion as to which nominees to appoint to the initial shortened
terms. Thereafter, all commissioners appointey as herein provided
shall serve five year terms.

D. All vacancies shall be filled for the unexpired term in the
same manner as the appointment originally made, except as herein

provided. A commissioner may be removed by the governor for just cause.
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E. The members of the board of commissioners shall serve
without compeﬁsation, but shall be reimbursed for travel expenses
incurred in attending meetings, at rates and standards as promulgated
by the American Automobile Association or a comparable recognized
standard.

§3105. Duties of Board; officers; rules; meetings; quorum

A. The board of commissioners shall be the governing body of
the Authority with full power to promulgate rules and regulations
for the maintenance and operation of said Authority.

B. The board of commissioners shall be a governing body of
laymen. It shall formulate general Policy. It shall decide wpon all
matter relating to the Authority Development Program. It shall adopt
an annual operating and capital budget.

C. The commissioners shall elect a president annual from among
themselves.

D. The executive director, as chosen by the commissioners,
shall be the secretary of the board.

E. The board of commissioners shall prescribe its own rules,
which shall be adopted and promulgated in accordance with law.

F. The board of commissioners shall meet at least once every
sixty days or upon the written request of three members, or upon the .
written request of the president.

C. All matters to be acted upon by the board of commissioners
shall require the affirmative vote of at least five commissioners,

with the exception that the affirmative vote of not less than six
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commissioners shall be required to select the executive director.

§3106. Annual reports; revenues dedicated to Authority;

revenue surplus; audit; central listing of emplovyees
and investment of idle funds

A. The Board of commissioners shall make am annual report to
the governor showing all receipts and disbursements of the board;
the number of arrivals and departures of vessels and their tonnage;
the exporté and imports passing through the Authority; the general
condition of the Authority and its structures, facilities and other
properties; and make such recommendations for its development,
welfare and management as may seem advisable.

B. All revenues generated by the Authority are hereby dedicated
to the Authority to be used to further the purpose of this Act sub-
Ject to the limitations stated herein.

Any revenues of the Authority derived from any source whatsocever
remaining at the end of each fiscal year, after the payment and satis-
faction of all obligations of the Authority under the terms Of;_-' any
resolution or resolutions authorizing the issuance of bonds héreunder,
and after paying all expenses of operating and maintaining tﬁe
Authority, providing for renewal or replacement thereoﬁ; providing
adequate reserves for continudus operation of the Authority, providing
for the acquisition or construction of improvements to such facilities
and the purchase of equipment and furnishings therefore, shall be
considered as surplus. Said surplus shall be turned over to the
general fund of the state of Louisiana for the use and benefit of

its citizens.
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C. The fiscal affairs of the Authority shall not be subject
in any respect, to the authority, control or supervision of any
regulating body of the state or any political subdivision thereof,
but 1ts books and records shall be subject to audit annually by the
legislative auditor and its employees shall be listed on the central
listing of state employees and 1t shall invest its idle funds in
accordance with the Investment of Idle Funds Act and it shall be
subject to the provisions of the Code of Ethics.

§3107., Executive director; selection; duties; employees;

compensation

A. The board of commissioners shall select an executive
director who shall exercise all control over all executive functions
and the general operation of the Authority. The executive director
shall serve at the pleasure of the board. All employees of the
Authority shall be responsible to the executive director who shall
organize the personnel employed by the Authority in the most efficient
manner to accomplish the purposes of the Authority as provided in
the Chapter and by regulations established by the Authorify's board.

B. The executive director, in addition to his usual functions,
shall be secretary to the board of commissioners. The board of
commissioners shall fix the compensation of the executive director.

C. Within six months after operation of the Port Authority has
commenced, the executive director, with the adviﬁe and consent of the
Board of Commissioners of the Port Authority, shall submit a plan of

Classified Civil Service for all employees of the Authority except
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the board of commissioners, the executive director, an assistant
executive director, an executive secretary tc the executive director,
and professional employees hired on a contract basis.

§3108. Acquisition of sites; lease of stateowned waterbottoms

A. To enable the Authority to perform the work herein provided,
the state of Louisiana, acting by and through the register of state
lands, is hereby authorized, empowered and directed to grant to the
Authority a lease on stateowned waterbottoms in the Gulf of Mexico
which are selected by the Authority as sites for the peep Draft
Harbor and Terminal; provided, however, that the mineral rights on
any and all state lands shall be reserved to the state of Louislana.

Upon receipt of a request from the governing body of the
Authority describing the lands to be leased by the Authority, ir is
hereby made the mandatory duty of the register of state lands to
issue a certificate of title evidencing the lease of the land to
the Authority as described in the request.

B. The register of state lands shall lease the selected tracts
to the Authority for five dollars per acre per annum.

C. All such leases shall be for a term of forty yvears, but the
legislature may reevaluate the rental payments upward or downward to
reflect changing economic conditiomns.

D. All proceeds arising from the sale of such leases of state-
owned waterbottoms shall be paid by the Authority to the state treasurer
and shall become part of the peneral fund of the state of Louisiana.

E. Nothing in this Part is intended to authorize the Authority to
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lease stateowned waterbottoms for the exploration; development and
production of oil, gas, sulphur or other minerals or for the culti-~
vation or production of marine resources or detract from the authority
of the state mineral board and/or Louisiana Wild Life and Fisheries
Commission to lease for such purposes. However, tracts once leased
to the Deep Draft Harbor and Terminal Authority may not be leased by
the state mineral board or the Louisiana Wild Life and Fisheries
Commission without the express consent of the Authority, unless it
can be shown by the state mineral board or the Louisiana Wild Life
and Fisheries Commission, by clear and convincing evidence, that
such lease or leases will not adversely affect present or future
Authority operations.

§3109. Powers

A. The Authority shall be vested with exclusive and plenary
authority to do any and all things necessary or proper for the
Authority to promote, plan, finance, develop, comstruct, control,
operate, manage, maintain and modify the Authority Development
Program.

B. To assert Louisiana's interest in any Deep Draft Harbor
and Terminal development in proximity to the Louisiana cecast, the
Authority is empowered to negotiate with and enter into contracts,
compacts or other agreements with agencies, bureéus or other divisions
of the federal government or other states of the United States con-
cerning the Authority Development begram, including jurisdictional

aspects of the location of the Deep Draft Harbor and Terminal, sharing
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of revenues derived from the operation of the Deep Draft Hafbor and
Terminal, and promulgation and enforcement of regulations governing
Authority operations.

C. The Authority is grantéd all powers capable of being delegated
by the legislature under Article XIV, Section 31 of the Constitution
of the state, including but not limited to authority:

1. To own, construct, operate, maintain and lease docks,
wharves, sheds, elevators, pipelines, pumping stations and facilities,
gtorage facilities, housing and food facilities, heliport, locks,
slipa, laterals, basins, warehouses and all othér property, structures,
equipment and facilities, including belt and connecting lines of
rallroads and works of public improvement necessary or useful for
Deep Draft Harbor and Terminal purposes.

2. To dredge and maintain shipways, channels, slips, basins
and turning basins.

3. To establish, operate and maintain in cooperation with
the federal government, the state of Louilsiana and its various agenciles,
subdivisions and public bodies, navigable waterway systems.

4, To acquire by expropriation any real property in fee,
leaving the ownership of any minerals or mineral righis in the former
owners, and the prescription of nonuse shall not run against said
minerals or mineral rights. In the event of éxpropriation, the compen-
sation to be paid shall be the actual market value of the property
at the time of taking. In the event of the acquisition of a servitude,

or use of any stateowned waterbottoms on which there has been granted
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an oyster lease by the Louisiana Wild Life and Fisheries Commission,
the private oyster lessee shall be reimbursed by the Authority for
the actual market value of sald lease.

5. To borrow from any person or corporation using or
renting any land or dock or warehouse or amy facility of the Authority
such sums as shall be necessary to improve the same according to plans
and specifications approved by the Authority, and to erect and con-
struct such improvement, and agree that the loan therefore shall be
liquidated by deducting from the rent, dock, wharf or toll charges
payable for such property, a percentage thereof to be agreed on,
subject, however, to any covenants or agreements made with the holders
of revenue bonds issued under the authority set forth in Section 3108
of this Chapter.

6. To collect tolls and fees.

7. To borrow funds for the business of the Authority.

8. To select an official journal for the publication of
the official acts of the Authority.

9, To mortgage properties constructed or acquired by sald
Authority and to mortgage and pledge any lease or leases and the
rents, income and other advantages arising out of any lease or leages
granted, assigned or subleased by the Authority.

D. The Authority is hereby empowered to take all necessary
steps to protect Louisiana's unique coastal environment from any
short-term or long-term damage or harm which might occur from any

aspect of the Authority Development Program.
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E. The Authority may contract with any agency, public or
private, to provide for public utilities on such terms as are
agreed upon by the Authority and the respective utilities for the
financing, construction and extension of sewerage, water, drainage,
electricity, gas and other necessary public utilities in and through
gaid development.

F. Said authority may lease or sublease lands leased from
the State of Louisiana and is authorized to negotiate and enter
contracts or agreements with any public or private individual, or
corporation, for the construction and operation of a petroleum
terminal as an interstate common carrier.

§3110. Protection of deepwater ports

A. To prevent impairment of the bonds of the Three Deepwater
Ports which are backed by the full faith and credit of the state,
and to recognize the existing authority of and functions performed
by the established ports and harbors of Louisiana, it is hereby
‘recognized that the function, power and authority of the various
existing port authorities established pursuant to Article 14, Section
31 of the Louisiana Constitution, and others established by specific
Constitutional provision are not to be diminished by the jurisdiction
and powers exercised by the Deep Draft Harbor and Terminal Authority
except as provided in this Act.

B. The Authority may enter into intergovernmental contract
agreements with existing port authorities, individually, or with any

other parish, city, municipality or subdivision of the state, and may
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engage jointly in the exercise of any power, the making of any
improvements which each of the participating authorities may
exercise or undertake individually under any provision of general
or special law.

C. The Authority, in establishing or enacting its rates
and charges for bulk cargo shall consider the overall economic
impact on the economy of the Three Deepwater Ports, and its charges
and rates shall be cqmpensatory.

D. The Authority shall not engage in the handling of break
bulk or general cargo without the prilor written agreement of the
Three Deepwater Ports, which agreement, among other provisions, may
provide for use of existing port facilities, rates, wharfage fees
and other matters of mutual interest.

§3111. ©Public contracts

A. All public works exceeding the sum of ten thousand dollars,
including both labor and materials, to be performed by the Authority
shall be governed by Louisiana Revised Statutes 38:2211, et seq.
Howewver, this provision shall not apply in cases of extreme public
emergency, but in such case notice of such public emergency shall be
published in the official journal of the Authérity within ten days
thereof.

B, Where the Authority deems it advisable and in the publie
interest to purchase machinery, equipment or vehicles of certain
makes, kinds or types, the advertisement may specify the makes,
kinds or types and, after the advertising, the Autho¥ity may purchase

those makes, kinds or types, but they shall not pay more than the
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actual market price for the machinery, equipment or vehicles. -

§3112., Bonds; procedure for issuance

.A. The Authority is hereby authorized to incur debt and issue
bonds for 1ts needs in the manner herein provided.

B. The Authority is granted the power to incur debt and issue
bonds by any of the means authorized by the Constitution and laws of
the State of Louisiana, including but without limiting the generality
of the foregoing Article XIV, section 31, and Article XIV, section 1,
and paragraphs (b.2) and (b.3) of the Loulsiana Constituticn.

C. Any revenue producing wharf, dock, warehouse, elevator,
industrial facility or other structure owned by or to be acquired by
the Authority from proceeds of bonds issued by it is hereby declared
to be a revenue producing public utility as that term is used and
defined by the Constitution and laws of the state in connection with
the issuance of revenue bonds of political subdivisions of the state.

D. As an additionai grant of authority beyond other provisions
of the Constitution, the Authority is authorized, with the aﬁprqval
of the state bond and tax board, to issue negotiable bonds for any
purpose within their delegated authdrify, and to pledge for the pay-
ment of the principal and interest of such negotiable bonds the
income and revenues derived or to be derived from the properties and
facilities maintained and operated by them or received by the Authority
from other sources.

E. Such negotiable bonds may be further secured by a conventional
mortgage upon any or all of the property constructed or acquired, or to

be constructed or acquired by them.
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F. To further secure such negotiable bonds the Authority may
apply in whole or part any money received by éift, grant, donation or
otherwise from the United States, the state of Louisiana, or any
political subdivision thereof, unless otherwise provided by terms of
the gift, devise,ldonation or similar grant.

G. Such bonds shall be éuthorized by a resolution of the board
of commissioners of‘the Authority and shall be of such series, bear
such date or dates, mature at such time or times not exceeding forty
years from their respective dates, bear interest at such rate or |
rates per annum, payable at such time or times, be in such denominations,
be in such form either coupon or full registered without coupons, carry
such registration and exchangeability privilege, be payable in such
medium of payment and at such place or places, be subject to such
terms of redemption not exceeding 105% of the principal amount thereof,
and be entitled to such priority on the revenues of the Authority as
such resolution or resolutions may provide. The bonds shall be signed
by such officers as the Authority shall determine, and coupon bonds
shall have attached thereto interest'goupons bearing the facsimile
signatures of such officer or officers of the Authority as it shall
designate. Any such bonds may be issued and delivered, notwithstanding
that one or more of the officers signing such bonds or the officers |
whose facsimile signature or signatures may be upon the coupons shall
have ceased to be such officer or officers at the time such bonds
shall actually have been delivered. Said bonds shall be sold for not

less than par and accrued interest to the highest bidder at a public
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gale after advertisement by the Authority at least seven days in
advance of the date of sale, in newspapers or financial journals
published at such places as the Authority may determine, reserving
to the Authority the right to reject any and all bids and to re-
advertise for bids. If, after advertisement as hereinabove provided,
no bids are received, or if such bids as are received are considered
in the discretion of the board of commissioners of the Authority to
be unsatisfactory, then and in that event the board of commissioners
may publicly negotiate for the sale of such bonds without further
advertisement. No proceedings in respect to the issuance of any
gsuch bonds shall be necessary except such as are contemplated by
this Section.

H. For a period of thirty days from the date of publication of
the resolution authorizing the issuance of bonds hereunder, any persons
in interest shall have the right to contest the legality of the
resolution and the legality of the bond issue for any cause after
which time ne one shall have any cause or right of action to contest
the legality of said resolution or of the bonds authorized thereby
for any cause whatsoever. If no suit, action or proceeding is begun
contesting the validity of the bond issue within the thirty days
herein prescribed, the authority to issue the bonds and to provide
for the payment thereof, and the legality thereof and all of the
provisions of the resolution autherizing the issuance of bonds shall
be conclusively presumed, and no court shall have authority to inquire

into such matters.
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I. Such bonds shall have all the qualities of negotiable
instruments under the law merchant and the Negotiable Instruments
Law of the state of Louisiana, and shall be exempt from income and
all other taxation of the state of Louisiana.

J. ©No bonds as herein described shall be authorized, issued or
s0ld except in accordance with specific authorizations hereafter
granted by the legislature for each issue.

§3113. Environmental Protection Plan

A. Throughout all aspects of the Authority Development Program
there shall be in existence an Environmental Protection Plan, the
details of which shall be followed in all respects by the executive
director in carrying out any aspect of the Authority Development
Program.

B. The Environmental Protection Plan shall be formulated by
the three directors, as herein defined, with the advice and consent
of the board of commissioners of the Authority.

C. The Environmental Protection Plan shall be promulgated by
the executive director under the rule-making procedures of the
Louisiana Administrative Procedure Act of La. R.S., 49:951-49:966.

D, The Environmental Protection Plan shall be promulgated
within a reasonable time after the appointment of the executive
director, but in no event more than eighteen months after the effective
date of this Act. An acting executive director or a temporary executive
director may fulfill this function if a permanent executive director is

not as yet appointed.
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E. The Enyironmental Protection Plan may be amended at any
time in accordance with the provisions of the Louisiana Administrative
Procedure Act, to reflect changes in the Authority Development Program.
Initiation for changes may come from any of the three directors or
any interested person.

F. 1In preparing the Environmental Protection Plan, or any
amendment thereto, at any time during the Authority Development
Program, the three directors shall make every effort to reach a con-
sensus. TIf they are unable to agree, each shall proffer his proposed
Environmental Protection Plan and present it to the board of commis~
sioners for its consideration. Each of the three directors shall
present detailed comments to the board of commissioners, with recom-
mendations as to the best Environmental Protection Plan. After receiving
and studying the recommendations, the board of commissioners shall
decide which plan or combination of plans shall be adopted and promul-
gated.

G. The Environmental Protection Plan shall be an integral part
of the Authority Development Program. Costs incurred to develop the
initial plan, or any amendments to it, shall be considered an internal
cost of the Authority Development Program and shall be considered a
cost to the same extent that economic, engineering or promotional
programs are considered costs. The three directors shall agree on the
appropriate level of funding for the developing of the Authority
Environmental Protection Plan, prepare any amendments thereto, and carry

out the requirements of the Plan. To the extent possible, federal funds
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shall be sought to assist in this effort,

H. The best talent available shall be sought to perform the
studies and surveys necessary to develop an Environmental Protection
Plan and carry out its réquirements in accordance with this Act,

To the extent possible, University-based, public and private re-
‘searchers in Louisiana shall be utilized. In all cases, the research
in support of the Environmental Protection Plan shall be coordinated
by agreement of the three directors. The results of all research
done 1n support of the Environmental Protection Plan shall be open

to the public and available to any Interested person.

I. The Environmental Protection Plan shall contain specific
provisions implementing Subsection J below. If specific provisions
cannot be set forth due to uncertainties in the Authority Development
Program, then the Environmental Protection Plan shall state in specific
terms the uncertalnties which do exist at the time the plan is pro-
mulgated. and why the uncertainties would make the inclusion of
specific provisions in the plan premature. The Authority Environmental
Protection Plan shall contain a separate chaptér for each of the Para-
graphs of Subsection J below and any other chapters necessary to meet
the requirements of this Act.

J. The Environmental Protection Plan shall:

(1) Summarize the salient feature of an inventory of all
potential and actual stresses on the natural and human environment
which can be reasonably éxpected to occur in pursuing the Autﬁority

Development Program. Consideration shall be given to stresses which
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have occurred in other parts of the country and the world where
similar functional operations were being performed. Consideration
shall be given to the peculiarities of Louisiana's coastal environ-
ment. The inventory of potential and actual stresses shall include
a prediction of the stress on the coastal environment of major
accidents which could logically be expected to occur throughtout
the Authority Development Program, even though all ﬁrecautions
against such accidents have been taken.

(2) Describe the essential features of existing envirom-
mental data upon which the selection of a site for a Deep Draft
Harbor and Terminal may be based. Indicate how this data has been
analyzed and compared with the inventory of potential and actual
stresses required in the above Paragraph so that the site selected
will result in the least total stress on the environment. Indicate
how economic considerations are compared with the assessed total stress
on the envirenment to arrive at the best economic-ecologic formula
for determination of a site for the Deep Draft Harbor and Terminal.
State the location and availability of the environmental data upon
which these determinatiovns are based.

(3) State how the Deep Draft Harbor and Terminal facility
design minimizes potential environmental damage, considers environ-
mental factors as a positive part of the design, and controls long-
term development so that growth and additions to the Deep Draft Harbor
and Terminal do not result in random growth or in gradual environmental

deterioration.
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(4) Present details of how the'operational aspects of
the Authority Development Program will be conducted so as to mini—
mize environmental problems, including but not limited te a mounitor-
ing program by the Louisiana Wild Life and Fisheries Commissionj
establishment of constructional and operational guidelines for
environmental protection; strong enforcement provisions, and mechan-
isme to insure cleanup of accidental spills by technical means,
with a surety bond to insure performance. The plan shall consider
the circumstances which may justify the temporary cessation of the
port activities,

(5) Provide procedures for the funding of projects to
be paid for by the Authority to the Louisigna Wild Life and Fisheries
Commission or any agency designated by the governor which shall
coﬁpensate the coastal environment for loss that may be sustained
through the stresses on the enviroqment created by the Authority
Development Program.,

(6) Analyze ongoing programs of the federal, state and '
local governments designed to protect the coastal environment and
to insure that there is no unnecessary duplication of effort and
to insure that cooperation and coordination of environmental pro-
tection measures are achieved. The opinion of all agencies with a
responsibility for monitoring the coastal environment shall be
sought with regard to this Environmental Protection Plan prior to
its promulgation, to determine if there are incompatibilities between
specific provisions of this measure and the requirements of other

rules and regulations.
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K. DNothing in this Section is intended to diminish in any
way the authority of the Loulsiana Wild Life and Fisheries Commission.

§3114. Coordination and cooperationm

A, It is the policy of this Act that the Authority Develop-
ment Program be pursued so that there 1s full coordination and cooper-
ation between agencies and groups that have complementing or over-
lapping interests and the Authority. It is not the policy of the
Act that the Authority Developm@nt—?rdﬁféﬁ_beﬂgzggagdmlndépendently
and with a view toward narrow, short-term interests.

B. The board of Commissioners shall také affirmative steps
to fully coordinate all aspects of the Authority Development Program
with the Louisiana Advisory Commission on Coastal and Marine Resources
(Act No. 35 of 1971) or its successor group, which 1is charged with
the develcpment of a coastal zone management plan for the state.

C. The board of commissioners shall take affirmative steps
to insure that the Authority Development Program is coordinated into
the planning programs of other modes of tramsportation, to include
rail, road, waterway, air and pipeline, so that there is a long-term
and orderly pursuit of transportation services in the coastal zone
which are interrelated and coordinated so as to achieve the most
efficient and economical transportation program that is feasible and
that will be least destructive of other values in the state.

D. The board of commissioners shall insure that the appropriate
federal agencles which are required by federal law to plan or regulate

transportation facilities or programs are consulted ragularly amnd are
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fully involved in the Authority Development Program where appropriate.
Section 2. If any provision or fitem of this Act or the

application thereof is held invalid, such invalidity shall not

affect other provisions, items or applicatioms of this Act which can

be given effect without the invalid provisions, items or applications,

and to this end the provisions of this Act are hereby declared

severable.

Section 3. All laws or parts of lawa in conflict herewith //

are hereby repealed.
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I. Economic Summary and Recommendations

A, General Statement

While some 50 deep-draft ports are currently in operation, under
construction, or in the planning stages, not one 1s located in the
United States. Almost all ocean ports in the U.S. have drafts ranging
from 35 to 45 feet, a fact which limits their use by fully loaded
vessels to those in the range of 50,000 to 80,000 dwt. Hence, the
United States, which in absolute terms is the largest trading nation
in the world, is presently unable to take advantage of rthe economies
of scale provided by the superships.

There is an indisputable worldwide trend toward larger oceangoing
vessels. The world's largest tanker in 1956 was less than 60,000 dwt;
in 1970 the largest tanker was 326,000 dwt; in 1972 the world's
largest tanker is 373,000 dwt. Construction is presently underway on
a 477,000 dwt tanker, and there are plans for a 1,000,000 dwt ship in 1980.
Unless there is some catalectic lessening of intermaticenal trade, such
as that which occurred in the 1930's, one can expect the number of
supertankers to increase. Most data, however, seem to indicate that,
with few exceptions, the maximum size of vessels constructed during
this century will be about 500,000 dwt, which requires a draft of
approximately 100-110 feet. Hence, considerable capital should not be
invested in constructing a deep-draft port with channel capacity greater
than 110 feet.

B. Louisiana Superport Study

This study was completed in less than 12 weeks of one-half time
allocation; it is the beginning phase of a more intensive study to be
completed within the next year. There were few attempts at data
projections since the immediate need was to determine data on existing
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flows and phenomena. The study contains data on superships, superports,
and recent economic and political trends affecting American superport
development and utilization. It examines petroleum and crude flows
within and among Petroleum Administration Districts as well as the U.S.
energy crisis, particularly as it affects Louisiana. Commodity flow
data are also presented for the Central Gulf region.

Very few recommendations for a Louisiana superpert can be given with
an acceptable degree of confidence at this stage in the analysis. Much
additional information must be obtained from numerous sources, and the
data must be integrated in some meaningful way. Although a brief
summary of the study 1s presented below, the reader 1s strongly advised
to read the entire report since the summary could be misinterpreted
if the assumptions, qualifications and extensions are ignored.

C. Central Gulf Exports

While most discussion on superport development seems to have centered
around imports, any argument for a complete Louisiana superport must
include export considerations. Unlike the East Coast, which is
primarily an importer of goods, the Gulf Coast 1s primarily an exporter,
Approximately 73 percent of total commodity flows inm 1970 in the Central
Gulf area were outbound shipments.

The next important question is: Are these outbound commodity flows
amenable to supership transit? A cursory glance at the commodity flows
must yield a definite affirmative answer. Superships transport bulk
commodities, and the Central Gulf reglon exports bulk commodities. Crude
petroleum, the major outbound commodity, accounts for more than 20 percent
of total commodity flows im the Central Gulf region. Next most important

are farm products, which account for slightly less than 15 percent of
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total commodity flows. The third most significant export is petroleum
products, which comprise nearly 15 percent of total volume. Together
these three commodity classifications account for approximately

50 percent of total volume of shipments (inbound plus outbound) and

72 percent of outbound commodities. All of these are bulk commodities
and therefore, it would appear, constitute an excellent base for
utilization of a Gulf superp;rt.

A more intensive analysils, however, does restrain some of the
initial enthusiasm. First, petroleum products and crude, which
constitute 35 percent of total oceangoing volume, are transported to
the Fast Coast. Since there is no deep~draft facility there, it is
not possible to transport petroleum in supertankers. Canadian deep-
draft facilities are availlable in the North Atlantic area, but
petroleum transshipped through these ports 1s subject to the vagaries
of Canadian taxation and quantity reétrictions. Economic realities
may eventually prevail, and an East Coast superport may be constructed.
In this eventuality, an offshore deep-draft facility in the Gulf might
be desirable for shipments of crude and possibly products to the East
Coast.

Shipments of Louisiana crude to the East Coast will be limited to the
short run, presumably not much longer than 10 years, Because of declining
crude reserves.and increased environmental constraints in relation t¢ the
demand, an increasing proportion of Louilsiana and adjacent offshore crude
preduction will be allocated teo Louisiana and Texas refineries. Hence
outbound shipments of Louisiana-preduced crude petroleum, which is
currently the major export in the Central Gulf region, can be expected
to decline in importance within the next few years and to be negligible

within 10 years.
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The strategic proximity of the Central Gulf region to the inland
waterways has resulted in this regiomn's being.the major exporter of farm
products. While farm products are generally considered to be bulk
commodities, there has been little shipment of farm products in superships.
Perhaps this is because the United States is the world's major exporter
of farm products and superships cannot enter U.S. ports. If farm products
can be shipped economically in large bulk carriers, there is a strong
economic argument for constructing a deep-draft dry and liquid bulk
terminal near the mouth of the Mississippi River. Combination d?y-liquid
bulk ships could possibly be used to export farm products or coal to
Europe or Asia and to return with crude or ores.

D. Central Gulf Imports
1. General

Although the Central Gulf Coast is primarily an exporter of
commodities, the most reliable lomg-run utilization of a Central Gulf
superport may invelve its imports. Metallic and non-metallic ores
comprise approximately 20 percent of the area's total commodity flows.
This flow will be increased considerably if the proposed steel mills
are eventually located on the Mississippi River, and a superport
capable of tramsshipping dry or slurried ore would be an effective
inducement to mills to locate in this region. Although large ore
ships are not neariy s0 numerous as petroleum tankers, the development
of the ore/oil (0/0) ships and the ore/bulk/oil carriers (0/B/0)
and the MARCONAFLO method (loading and discharging granular bulk material
as slurry but shipping it as solids) should increase the economic
potential of superships in this commodity area. A Louisiana superport
capable of handling ores should have a significant impact on Louisiana's
economy inasmuch as mills will be attracted to this area and mills are
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generally more labor intensive than petroleum refineries.

Whereas metallic ores are presently the major commodity imported, the
most important import commodities in the long run may be crude petroleum
and natural gas. The facts that crude petroleum is currently the Centrél
Gulf area's major export and that it is expected to become a major import
within 10 years are indicative of the increasing shortage of available
domestic crude supplies. It is estimated that more than 50 percent of
U.S. crude requirements will be imported by 1985. Presumably, the
West Céast will be serviced by the Alaskan fields, the East Coast by
Middle Eést crude imported through its (future) superport, and the
Midwest and South by Gulf crude and imports.

Any long projection of future demand for crude oil is fraught with
many difficulties. As crude becomes more scarce, its relative price
will increase, thus inducinglsome industries and individuals to shift
from crude consumption to other sourceé of energy such as coal or
nuclear power. It is difficult to assess this price—inducéd effort on
future quantity demanded an on induced technological developments in
other energy fields. It is correct to state, hewever, that if
Americans do not wish to pay greatly increased prices for petroleum
products and thus be forced to significantly curtail their consumption
of petroleum-related products,.foreign imports will have to be greatly
increased within this decade. This is a short and simplistic
interpretation of the "energy'' crisis.

The effect of this "energy crisis' on the utilization of a Louisiana
superport is even more difficult to assess. First, there are problems
of forecasting aggregate demand and supply for energy and, in particular,
for petroléum and the cross-elasticities of demand (supply) of petrocleum
substitutes. In addition, there is the difficulty of predicting what
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other regions are going to do with their port and refining capacity.

At the present time, the East Coast refines less than 30 percent of
its total product consumption, and it has not made a substantial increase
in its refinery capacity sinece 1957. 1If the East Coast were to reverse
this trend by increasing its refining capacity, and if it were to
couple this with the construction of a superport, the utilization of a
Central Gulf superport would be much less. If refining capacity were
hot increased and an East Coast superport were not constructed, the
Gulf area and the Midwest would have to provide refined products to
the East Coast. Since the Gulf area could not provide the crude to
meet the input demands of the refineries, the strategic location of
Louisiana in regard to pipeline and water transportation suggests that
a Louisiana liquid bulk superport would be economically attractive.
This deep-draft port would function as a substitute for declining Gulf-
area crude supplies and could utilize some of the existing pipeline
and water related facilities for redistribution to the Midwest and
East Coast. A detailed breakdown of existing crude and product flows
among PAD districts as well as a Louisiana-Texas comparison is provided
in the complete report.

2. Impact of Crude Imports on Loulsiana

A reciprocal analysis to the above suggests that the construction

of a deep-draft facility is likely to result in a net relative redistribution
of refining capacity and industrial consumers of petroleum and petroleum
related products to the Centfal Gulf area in general and to the state wheré
the superport is located in particular. While other regions have
specialized in manufacturing, transportation or services, Louisiana seems to
possess a comparative advantage in the refining of crude and the transportation
of petroleum products.

Louigiana ranks fourth among states in exporting the burden of state
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taxation to individuals residing outside the state.l This is due primarily
to the heavy reliance of the state (approximately 36 percent of state-
generated revenues in 1970) upon severance taxes, royalties and bonuses.
As the source of this revenue becomes depleted, Louisiana citizens or
industries will have to bear a greater tax burden; state expenditures will
have to be cut, or both, If the burden is significantly shifted to
industry, this will at the margin, negatively affect the location of new
firms and industries in the stakte and curtail the expansion of those
presently located in the state. Hence, it is desirable to increase the
industrial tax base of Louisiana so that the rates for both individuals
and industry may be reasonable.

There are many factors which determine the spatial distribution of
industrial plants. Two significant varlables are proximity to consumer
market and proximity to source of raw materials. Because Louisiana is
located a considerable distance from the major consumer markets, its
proximity to the source of raw materials-primarily water, crude
petroleum and natural gas-has had a significant impact on the economic
development of the state. The depletion of Louisiana's crude and
natural gas supplies within the next 10 years, therefore, does not
present an entirely optimistic forecast for future economlc development
or, indeed, for retaining that which has been made. From the viewpoint
of crude petroleum imports, therefore, the superport offérs the advantage
of a reasonably close substitute for those domestic crude sources whicﬁ

will be depleted.

lCharles E., Mclure, Jr., "The Interstate Exporting of State and
Local Taxes: Estimates for 1962," National Tax Journal (March, 1967),
pp. 49-77. It was estimated that approximately 32 percent of Louisiana's
tax burden was borne by non-residents.
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The bulk liquid superport does not assure economic development of the
state because the crude or natural gas could be transshipped through
Louisiana te other states with relatively little economic impact on
Louisiana. The location of refineries and related industries will depend
upon such primary factors as conditions in the labor market, financial
inducements, taxes, transportation costs, and availability of cooperating
resources and upon such secondary factors as quality and safety of
educational institutions, quality of government, elimata, recreational
facilities, etc. Louisiana, however, could obtain some revenue if it
levied a small tax on these imports, subject to the constraint that
o0il companies could shift their imports to faeillities in other states.
Most importantly, while the superport will not assure economic
development, it does provide the potential for such development.

The above analysis assumes that the East Coast will not increase
its refining capacity and will not construct a superport. If it does
both of these, the potential of a Loulsiana superport will be lessened.

If Texas and Alabama construct superports, the potential of a Louisiana
location will be decreased even more. The East Coast will probably

obtain a superport within 10 years, a fact which, by itself, will not be
too damaging to Louisiana prospects unless it is coupled with tremendous
expansion in refining capacity. If Texas and other Culf states construct
superports, however, the advantages of a Louisiana superport will be
reduced considefably. IAdditional studies must be made, but is is possible,
depending upon whaf happens on the East Coast, that liquid-bulk superports
constructed offshore of both Texas and Louisiana would be feasible.

Holdiﬁg other variables constant, however, the major advantages will accrue

to the state which is first to have its superport operational.
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E. Where Should a Gulf Superport be Located?

A question of paramount importance is: I1f a superport is to be
constructed in the Gulf, where should it be located? Unfortunately, we did
not have time to determine commodity flows in the entire Gulf area.
However, if only the Central Gulf region (Lake Charles, Louisiana, to
Mobile, Alabama) is considered, the superport should be located in close
proximity to the Mississippi River because 78 percent of all oceangoing
volume in this reglon travels to the Gulf on the river. Other factors
have to be considered, of course, but the predominance of the
Mississippi River and its tributaries cannot be overlooked.

Although commodity flow data for the Texas coast have not yet been
analyzed, we did present a thorough and unique analysis of the relative
waterborne flows of crude and petroleum products for Texas amd Louisiana.
Texas ships, by coastwise vessels to the East Coast, 60 percent of the
%ulf's outhound petroleum, whereas Louisiana ships only 35 percent of the
total. Louisiana, however, ships 64 percent of Gulf crude to the East
Coast by water, while Texas sends only 31 percent. Louisiana accounts
for a larger percentage (57 percent) of oil and oil products shipped
to the Midwest and the East by inland waterways than Texas (40 percent).
Texas, however, sends more than twice as much crude oil by pipeline to
the Midwest as Louisiana and slightly more to the East Coast than Louisiana.

As long as the Gulf area supplies crude to the East Coast, Louisiana
has an advantage over Texas if the East Coast constructs a superport to
receive large tankers. This is a relatively short-run advantage, however,
as the East Coast will become increasingly dependent upon foreign suppliers.

Mixed conclusions are reached if one examines the long run. Louisiana
is closer to the mass consumption markets of the Midwest and the East than

is Texas; 1lts strategic location on the internal waterway system is a
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major advantage. Louisiana has a pipeline distribution system to the
Midwest and the East, but Texas ships much more by pipeline to both the
Midwest and the East Coast than does Louisiana. Texas also has a much
larger refining capacity, and it appears to be rumnning out of crude
supplies more quickly than Louisiana. While Texas' reserves and
production of crude and natural gas are greater than Louisiana's, its
rate of decrease in both reserves and production is greater than
Louisiana's. Therefore, Texas may make the argument that 1t "needs"
the crude imports more than Louisiana and the superport should be
located off its coast. More thorough studies need to be made to reach
a more definite conclusion.
F. Location in Louisiana

1. Commodity Service — One of the most difficult decisions concerning
the Louisiana superport is related to the type of commodities it would
service. It appears that the liquid bulk terminal would be economically
viable in itself and would provide the potential for increased ecomomic
developmeni in the state. The feasibility of a structure encompassing dry
bulk or other commodities is much less certain. One solution is to con-
struct the liquid terminal now and make additions for dry bulk later.
This is one possibility, but it partially ignores the problem. The
decision as to whether the additions would be made to accomodate dry
bulk commodities would probably affect the design of the liquid structure.
More importantly, the location of the o0il terminal to be constructed now
may be dependent upon the question of future commodity additions to the
superport. If no commodity additions are planned, the 01l terminal may
be most efficiently located in one area, say below Grand Isle, whereas
if commodity additions are planned, the oil terminal should be located
closer to the Mississippi River. Hence, the type of superport which is

expected to emerge in the future will be a significant input into the
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location decision of the superport todayi The discussion below summarizes
total commodity flows and their implications for a.locationalldecision.
Different conclusions would be reached if the superport were exclusively
a liquid bulk te;minal.

2. foshore - In the antral Guif region, Lake Charles contribﬁtgs
less than 4 percent to the Gulf oceangoing trade, the Gulfport—?ascqgoula—
Moblle ports contribute 15 percent, Mississippi River-Gulf Oqtlep_(MRGO)
traffic constitutes 2 percent, and the Mississippi River contributes
78 percent. Obviously, the_compodity flows in the Central Gulf regiou
suggest that the superport should be located near the Mississippi River
if it is to service dry bulk as well as liquid commodities. Since the
Gulfport, Pascagoula and Mobile ports, as well as thg MRGQ, are on the
east side of the mouth of the Mississippi River, an east side ;oqation
is slightly preferable. One problem is the relatively low utilization
of the MRGO by oceangoing ves§els. One would think that its shorte?
course and straighter channel would encourage oceangoing ships to use it,
but less than 2 percent do. This may be causedlby:the 36-foot depth
of the MRGO as compared to the_&O—foot controlling depth qf‘the
Mississippi, the lockage delays or the reduced vessel speed which is
necessary on the_MRGO. 1f the‘reasons for this low utilization affgct”
oceangoing vessels but not shuttle barges, the_argument for an eastjgide
superport location is made stronger. .

3. Up River - If the technica; problems coﬁld be solved, the optimal
econqmic location for a complete superport wqqld'p;obably be on the
Mississippl River somewhere belovf New Orleans. o

The offshore facility would present some economic problems. First,
employee trangportation to and from;;he port wou;d be expensivg; second,
industrial, financial, and recreational facilities_would_not_ke_?eadily
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available; third, and most significant, port—adjacent industrial
deveiopment would be impossible. Europeans are discovering that a major
advantage of a superport is its attraction of industries which import
raw materials and export processed goods. An industrial park comprising
such industries, located adjacent to the superport, would have a very
beneficial effect on Louisiana's economy.

An offshore location, however, would preclude such adjacent developments
and would force these industries to locate where suitable land and labor
could be found. This implies transshipment from the land location to the
superport yhich, at the margin, would retard this related industrial
development. Thus, there exist some ecﬁnomic arguments for a superport
location on the Mississippl River south of New Orleang. Although the
costs and technical fgasibility have not been studied, this location
would provide greater access to the resources of New Orleans and would
permit industrial parks to be developed immediately adjacent to the port.
G, Economic Impact

H Many individuals think of an e¢conomic study of a superport in terms of
an economic impact study. Unfortunately, there are no professional
tools available to enable one to evaluate the economic Impact of any
project. Tf one were to aggregate the results of all economic impact
studies conducted in any one year, they would surely total to more than
the gross national product of the Unlted States. Hence, economic impact
statements must be approached with considerable caution., Certain
qualitative remarks were made in this report which indicate the direction,
but not the magnitude, of some econemic impact variables. It might be
worthwhile In the next phase, however, to determine the net amount of
primary income generated by the superport; that is, the amount of
wages and income paild to workers, techniclans, etec., directly employed
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by the superport, plus those workers employed by new industries

which might locate in Louisfana because of the superport. Any attempt

to derive secondary income generation is, in large part, pure speculation.

H. Future Research

A considerable amount of additional research is required before any

specific recommendations can be made. Recommended areas of research

are listed below:

1)

(2)

Petroleum Related Research

.

Intensive study and projections of long-term petroleum
balance in the Gulf region under varying assumptions.

1) East Coast superport constructed but no significant
increases in East Coast refining capacity.

2) East Coast superport constructed and East Coast refining
capacity increased significantly.

3) East Coast superport not comstructed and East Coast
refining capacity not increased significantly.

4) Effects of competing Gulf superports

Development of flow data by method of transportation for
petroleum crude and products leaving Texas and Loulsiana.
We simulated these movements in this study, but their
accuracy should be verified by survey data, if possible.
Projected flow data by transportation mode.

Location of trunk pipelines in Texas and Louisiana, their
capacity, usage and destination., Costs of integrating this
pipeline distribution network with a superport should be
determined.

Data on optimal loading/discharging rates, pipeline trans-~
shipment facilities, storage facilities, etc.

Intentions of major oil companies regarding usage of the
superport, size of ships they will use, etc.

Commodity Flow Related Research

d.

b.

Completion of comparative commodity flow studies for the
Gulf region.

Projection of comparative commodity flow data for the
Gulf regiom.
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c. Feasibility of transporting farm products in large bulk
vessels and the required complementary facilities.

d. Destinations of farm products and origins of metallic and
non-metallic ores.

e. Superport and its relationship to an international free-
trade zone.

f. LASH and SEABEE utilization of superport.

(3). Effect of alternative superport facilities on economic develop-
ment of state and on other state ports.

(4) Superport Comstruction, Operation and Maintenance

a. Costs of constructing alternative types of superports.

b. Source of labor and transportation of superport employees.

c; Ship repair facilities on superport.

d. Storage facilities on superport versus onshore storage facilities.
(5) TFinances

a. Port tariffs and total revenue generated.

b. State tax revenues generated.

¢c. Method of financing construction.
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II. Introduction

TWenty'yearé ago oceangoing commerce was carried in two basic types
of ships: the 16,000 dwt (T-2) tanker and the tramp steamer, primarily
World War IT Liberty Ships.2 In 1956, the world's largest tanker was
only 56,089 dwt. Then two major world developments occurred which
initiated the era of superships:

(1) Increase in International Trade - The phenomenal growth in

international trade following World War II increased the size

of the market for oceangoing vessels. This, in turn, encouraged
ship owners, operators and builders to find ways to take
advantage of the economies of scale In construction, operation
and maintenance of larger ships.

(2) Closing of Suez Canal - Although there existed a general long-rum

trend toward larger ships prior to 1956, the closing of the
Suez Canal in 1956 provided the impetus for a more'répid rate
of growth. The rapid economic development of Europe during
the 1960's and the resulting need for oil from the Middle
East meant that tankers of 20,000 dwt making the 11,000 mile

trip to Europe were simply too costly. If this same trip were

2The initials dwt represent deadweight tonnage--more accurately,
gross dead weight tonnage. Basically, the deadwelght tonnage of a ship
is the most meaningful figure for estimating the amount of cargo
tonnage the ship can carry. Since the dwt value is inclusive of crew,
provisions, stores, fresh water, fuel oil in tanks, etc., it is estimated
that 96 percent-97 percent of the listed deadweight tonnage figure is
available for cargo. For example, a 100,000 dwt tanker could carry
approximately 96,000-97,000 dwt of crude oil.
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made in 100,000 dwt or 200,000 dwt tankers, the costs would
be comparable to those on thg Suez route.3
Hence, post-war increase in world trade, European dependence on oil
imports and the closing of the Suez Canal provided the original impetus
for the development of lérge-deép—draft vessels.

III. The S_uperships5

A. Some Statistics

Figure 1 shows comparétive sizes of the "world's largest tanker"
in different years. The world's largest tanker im 1956 was less than
60,000 dwt; In 1970 the largest tanker was 326,000 dwt; in 1972 the

world's largest tanker is the 373,000 dwt Nisseki Maru. Construction

is presently underway on a 477,000 dwt tanker, and there are plans

for a 1,000,000 dwt ship in 1980. TFigure 2 is a distribution over time

31t has been estimated that Middle Fast-Europe transportation in
a 70,000 dwt ship costs 52 cents per barrel, while the same trip in a
200,000 dwt ship costs 40 cents. Even if the Suez Canal were to open
today at Its present drafts, it would be more efficient to transport
petroleum around the Cape in large tankers. (''Gargantuan Tankers:
Privileged or Burdened," by Captain Edward Oliver, Proceedings, U.S.
Naval Imstitute, September, 1970.)

4Hany but not all of the problems pertaining to deep-draft ports
would be alleviated if marine technologists could develop shallow-draft
supertankers. Supposedly the Dutch are pursuing this concept because of
the depth constraints of most of their ports, excluding Rotterdam.
Additionally, the marine architects who developed LASH are reported to
be working on a new kind of giant ship (250,000 dwt) to carry oil, ore,
and coal and are designed so that they will be able to enter the majority
of American ports with present draft constraints.

5Once. "superships" were thought to be those of 80,000 dwt; now this
descriptive term is applied by some only to 326,000 ton Bantry Bay class
ships. A more reasonsble usage includes all ships greater than 200,000
dwrt.
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of ships over 200,000 dwt; the estimate for 1976 is based on ships
under construction or on order at the end of 1971. 1In 1966 there was
only one ship of 200,000 dwt or larger, while in 1970 there were 132;
in 1972 there are 273; and by 1976 there will be nearly 500 ships
greater than 200,000 dwt and 1000 ships 100,000 dwt or larger.
Table 1 summarizes some salient characteristics of tankers. Rows
(1)} and (2) show the relationship between dwt and cargo dwt, while row
(3) relates the approximate draft to ship size.6 The most interesting
characteristics, however, are in rows (4), (5), and (6). |
First, speed does not vary with size of ship, and so there is no
sacrifice in time en route for large tankers. Second, crew size increases
slightly on larger tankers, but a 450,000-ton tanker, which is 2,250 per-
cent larger than a 20,000 dwt tanker, requires a crew only 28 percent
larger. Row (6)--construction costs——has been graphed in Figure 3 to

show clearly that average construction costs per 20,000 dwt decrease

rapidly and then begin to flatten out at about 300,000 dwt. The

average construction cost per 20,000 dwt when ship size is also 20,000

dwt is $13 million, while the average construction cost per 20,000 dwt
when ship size is 450,000 dwt is $3.19 million.

The power required to propel a vessel does not increase directly
with ship size. A 200,000-ton ship requireé only 50 percent more power
than a 100,000-ton ship, while a 300,000 tonner requires only a doubling

in the required power. Because fuel consumption rises in proportion fo

6Alluwances for squat, freshwater buoyancy loss, motion in the sea
and a safety factor requires channel depths 5 to 10 feet greater than
the draft. : :
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Pigure 3

Average Congtruction Coat Per
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engine output, which increases less than proportionally to ship size,
a 300,000-t6n ship at a given speed is more economical than six 50,000
tonners. Obviously, such economies of scale must be reflected in real
transportation savings.

The Maritime Administration has calculated the comparative costs
of transporting a ton of crude from the Persian Gulf to the U.S. North
"Atlantic by various sizes of ships as indicated in Table 2.

Table 2
Transportation Costs Per Ton of Crude 0il,

Persian Gulf - U.S5. North Atlantic
By Size of Ship

1970
Cost Per Ton Size of Ship
$17.9 25,000
12.6 47,000
10.5 80,000
5.7 250,000
5.2 500,000

Data in Table 2 are shown graphically in Figure 4. Once again the

average cost curve tends to flatten out in the 300,000 dwt-500,000 dwt
; .
range.

The most intensive study of superport and supertanker economies was
done for an East Coast location. Table 3 shows estimated cost and savings
on projected 1980 oil imports from the Persian Gulf and Libya to the
Atlantic Coast under various alternatives. Alternatives A and B are

variants of developing the Delaware River Harbor. The other alternatives

involve superport redistribution terminals. As shown in the last columm,

7Mbst marine professionals believe that in the near future few
ships will be constructed larger than 500,000 dwt.
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the transportation savings on the 250,000 dwt ships using these deep-

draft facilities range from $217 million to $335 million. Tables 4

and 5 present the alternative dollar savings for iron ore imports from

Liberia and Australia and coal exports to Japan and Europe. All cost

data were computed on total system costs, including ocean freight rates,

transfer and transshipment costs and inland tramsportation. However,

the cost data may have omitted inventory costs, and the Commerce

Department's projections of future petroleum Iimports appear to be some~

what exaggerated. Because of the differential commodity flows in the

Gulf Coast region, the annual savings in transportation costs would not

be as significant, but these tables do present a relative indication of

the economies inherent in supership transportation, and they show the

further analysis which must be done for the proposed Gulf Coast superport.
Although superships may appear to be more economical than smaller

ships, their operating characteristics may, according to some individuals,

make them more dangerous, and thus more costly. Some studies have

suggested that a T-2 tanker of 17,000 dwt can come to a "erash stop“

within 0.5 mile in 5 minutes but that.a 200,000 dwt tanker would take

2.5 miles and 2?1 minutes; and a 400,000 tonner would fake 5 miles and

30 minutes to stop.8 Experience with the six 326,000 dwt tankers {Bantry

Bay class) under long-term charter to Gulf 0il Corporation has suggested

8"Gargantuan Tankers: Privileged or Burdened," by Captain Edward F.
Oliver, in Proceedings, U.S. Naval Institute, September 1970.
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less drastic differences. This company has found that these tankers,

fully laden and moving at top speed, can come to a full stop in 1.75 miles;
at half-speed they can come to a full stop in 1 mile. In ballast
condition they come to a full stop in 1.6 miles and 12 minutes. The
company has also found its ships to be relatively stable during inclement
weather. Because of their slze and cost it is economically feasible to
install such sophisticated navigational aids as radar, Bow Swing
Indicator, and Doppler Sonar Device.

These Bantry Bay class tankers provide considerable protection
against routine oil pollution because they contain crude/water separators
which permit the crude-contaminated ballast to settle to the bottom and
to be recovered. Smaller tankers have even been integrated into the
supertankers' recovery system, with the result that dirty ballast from
the shuttle tankers can be pumped ashore and stored for later removal
and separation by the supertankerS-g Additionally, the movement of a
given volume of cargo in a 300,000-ton vessel instead of 50,000 tonners
means that shipping lane and channel congestion will be reduced by nearly
600 percent.

B. Capital Costs and Complementary Facilities - whereas smaller tramp
steamers can be considered as separate units of oceanic transportationm,
supertankers are an integral part of a comprehensive land-sea tramsportation
system. They cannot be analyzed apart from their complementary onshore and

offshore facilities.

g"Mammoth Tankers Operation,' Paper presented by W. C. Brodhead,
15th Annual Tanker Conference, April 29, 1970. §
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The capital costs of these mammoth ships are great; interest on
the capital investment for a 450,000-ton tanker is approximately
520,000 per day.10 Hence each day these ships lie idle in port costs
420,000 in real capital costs forgone.ll

Supertankers are not unique in this “time value of capital" concept.
For example, four ships of 100,000 dwt entail a greater capital outlay
than one 400,000-ton tanker. Hence, the time value costs of the 4 smaller
ships lying idle are greater in total than the capital costs of the
supertanker's idle time. The important consideration is that the four
100,000-ton tankers need not enter the loading or discharge terminal
at the same time, and after 100,000 tons are unloaded from a ship it
may leave; the 400,000 tonner, however, is non-divisible, and the entire
400,000 dwt capacity must remain idle while the last 100,000 tons are
being unloaded. This non-divisibility of the supertanker presents
some rather specific economic problems and important economic tradeoffs.
The large -amount of non-divisible capital invested in a.supertanker
would suggest that port time be minimized. In order to minimize port
time, however, very expensive high-rate loading and unloading facilities

would have to be constructed; high—capacity and expensive transshipment

10Assuming a 10 percent cost of capital.

llEconomists and accountants are constantly debating the inter-
pretation of costs; i.e., accountants would calculate the loss on the
basis of the recorded costs of constructing that particular ship which is
lying idle. The economist, however, would calculate the loss on the
basis of capital replacement costs, which, during periods of inflatiom,
would be considerably greater. The cost figures used here are based on 1971
estimates by the Maritime Administration. A more economically meaningful
estimate would be based on the total revenue equivalent (less operating
cost) forgone by the shipper because of the idle time. This estimate,
however, could not be obtained in time for publication.
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facilities would have to be provided, etc. For example, the unloading
rate at the offshore facility could conceivably be such that a 400,000
dwt ship need spend only 3 hours at the terminal. But the construction
and operating costs of this high-rate unloading facility may be
consliderably greater than the opportunity costs of keeping the
supertankers in port for another day. It would not be feasible to
construct a high-rate unloading facility costing $100 million annually
in order to reduce turnaround time 24 hours for 20 ship calls per year
at a capital time saving value of only $400,000.12 Hence, the objective
is to optimize--not minimize-—the loading/unloading rate, with the
optimal size increasing in relation to gize of ships visiting the
terminal and the number of ship visits, as well as many other variables.
Once the cargo is discharged, there must be a place to store it or
means to tramsship it. If no storage facilities exist at an offshore
facility, the unloading rate is limited by capacity of the transshipment
system. In the case of liquid bulks and slurries the transshipment
vehicle may be a pipeline. The maximum-size of submarine pipelines
(of appreciable length) constructed to date is 48 inches although a
S4-inch line is under study for the Persian Gulf. These large pipelines
are considerably more costly to construct and to pump than smaller
pipelines. This is important for a Louisiana offshore port may lie
relatively close fo the shoreline but be a considerable distance from
an economically viable ground base for storage and related secondary
facilities.

The longer the pipeline distance the greater is the economic

12$20,000 per day per ship times 20 ship visits.
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argument for offshore storage capability, because such storage will
permit a continuous rather than surging flow to the onshore facility.
This will thus permit the use 6f a smaller pipeline and also retain

an optimal loading/unloading rate. Storage, however, is costly. Not
only must the storage facilitlies be constructed and maintained, but

the value of materials stored pending further processing must also

be considered. The opportunity costs of storing a product instead of
maintaining a steady throughput to more quickly recover embodied costs
are known as inventory costs. A recognized problem of supertankers is
that they increase inventory costs because they induce sporadic flows
requiring storage. Consider a refinery which uses 50,000 tons of crude
stock per day. A 50,000 dwt ton tanker could deliver that amount each
day, and virtually no inventory would be required. A supertanker,
however, might deliver 500,000 dwt every 10 days, which would necessitate
an average inventory of 50,000 tons of crude. Most studies we have seen
may have omitted these inventory costs but the lack of detailed présen-
tations makes such assessments difficult.

A second, equally importanf argument for storage facilities at a
Louisiana offshore port relates to its comparative advantage for trans-
shipment by barges or oceangoing vessels. Such transshipments
necessitate at least temporary storage facilities.

C. Summary - It is evident that large ships exhibit economies of
scale without causing insurmountable problems of safety and environmental
damage. However, analysis of supershlp economics must regard these
vessels not as isolated units, but as integral parts of an International
transportation system extending from shipping points in producing
countries to points of consumption in others. The brief discussion of

the problems raised by supertankers suggests that storage faclilities
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be constructed on, or in close proximity to, the superport and that
further research efforts'shoul& be devoted to an analysis of the
interrelationsﬁips among the most immediate complementary facilities,
including loading/unloading rates, storage at the deep-draft port, and
the alﬁernative means and costs of transshipment to intermediate
onshore locations.

IV. The Superport513 : i

A. The U.S. Lag - Some 50 deep-draft ports are currently in
operation, under construction or in the planning stages. Not-qne of
these ports, however, is located in the United States which, in absolute
volumes, is the largest trading nation in the world. This means that the
U.S. is currently unable to take advantage of economies afforded by the
larger and more efficient ships. Most ports in the U.5. have drafts
;anging from 30 to 45 feet, which limits their use by fully loaded
vessels to those in range of 50,000-80,000 dwt. Only the ports of
Long Beach, Los Angeles and Puget Sound can accommodate 100,000-ton
ships. . -

Wwhy has the United States lagged behind other countries in
developing deep-draft.capability? Ome answer is that international
trade of the_United States, while large in absolpte volume_andzvalue,
constitutes only 5 percent of U.S. gross national product. _Hence,

U.S. citizens and thelr political representatives are not as interested in

13Superport is a misnomer because the most relevant consideration
at this point in time is not the size of the port but the maximum-draft
veasel which it will accommodate. Hence, a superport may be a large
of fshore island complex complete with multipurpose storage, repair and
unloading facilities, or it may merely be a single point mooring device
with a flexible pipeline attached to it. :
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or as affected by international trade as Europenas. Second, U. 5. ports
are numerous and each one jealously guards its own interests. If the
Corps of Engineers proposed to deepen the channel in one port, say on the
upper East Coast, all neighboring ports would demand similar improvements,
and they would exert sufficient political pressure to stop any project
which would give another port a competitive advantage.

Third, bureaucratic red tape has been a probable deterrent. One
group interested in constructing an offshore terminal in Maine found
that it had to obtain 27 separate licenses, permits, concurfences and
approvals.l

Where deep-draft ports have been proposed, such as the transfer
terminal in Delaware Bay, they have been successfully opposed by environ-
mental groups. The Commerce Department has estimated that the Delaware
Bay port would cost $210 million but would provide transportation savings
of $335 million in the first year aloné.15 Deep—draft ports proposed
for Machiasport, Maine, and Montauk‘Point, New York, were estimated to
cost $312 million and $278 million, and to realize annual transportation
savings of $305 million and $325 million, respectively. Thus each facility
would "pay for itself" in one year or less. This means not that port reven-
ues In one year would be sufficient to pay the costs of deep-draft

facilities, but that the total savings among all entities—-including

14"foshore Bulk Redistribution Terminals', Roger M. Jones, speech
presented at the Propeller Club Meeting, Port of New Orleans, Feb. 22, 1972.

ISSee Tables 3, 4, 5.
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consumers-—-in the entire system, would equal construction costs within
one year of operation. Such optimistic predictions must be viewed
critically inasmuch as the details have not been provided by the Maritime
Administration. Such items as inventory costs seem to have been

omitted, and the projectioms of future petroleum imports are on the high
side of the forecasting range. At the very least, however, such estimates
do suggest the potential of net real savings. Nevertheless, both the
Machiasport and the Montauk projects seemed to be stalled.

At present, Canada has in existence or under development, five
ports which will be able to handle ships larger than 200,000 dwt. A
recent decision by the Canadian government to tax all crude imports,
has temporarily discouraged oil companies from importing crude through
Canadian deep-draft ports for transshipment to the United States. However,
the eastern U.S. region may soon be confronted by a situation in which
a major portion of its crude supplies will be funneled through Canadian
ports.

The lethargic development of deep-draft ports in the U.S. has
produced some interesting anomalies. As part of its efforts to rebuild
the U.S. Merchant Fleet, the Maritime Administration is seriously
considering subsidies for construction of ships which will be unable
to enter any U.S. port. Also, the Manhattan--once the "largest ship
in the world"-~-was named after a borough whose harbors it cannot enter
fully laden.

While the United States' incentives to construct deep-draft ports
are less than those of most European countries, the total lack of such

ports in this country poses a potentially serious economic problem,

191



particularly since the lag times in planning, designp and_construction
indicate that a port concept which is approved this year would not be
operational until about 1980; the exact lag time would depend on the
type of port selected. As peinted out belcw, the'increasing reliance

of the United States upon foreign sources for certain bulk raw materials
and its Increasing exports of coal and farm products suggest that
deep~draft ports, limited in number, wil]l be economically advantageous.

B. Reasons for Caution - Certain factors argue against the hasty
development of such ports.z First, the Cahadian East Coast deep-draft
ports may relieve some of the pressures created by the U.S. northeast
corridor's demand for crude imports. Second, owing to the lack of
deep~draft ports in the United States, shipping companies have developed
new techniques which are currently becoming operational, These new
shipping developments may negativgly affect future utilization of a
superpotrt.

The LASH and SEABEE concepts, in which fully laden lighters or
barges may be loaded on a2 morher ship, are particularly reéelevant for a
potential Gulf superport16 since these systems have numerous advantages
over other more traditional methods of oceanic transportation. They
are particularly well-suited for incoming or outgoing foreign t;ade

serviced by the inland waterway system terminating at the Gulf, Barges

———

16

SEABEE, developed by Lykes, are oceanic transportation systems in which
numerous barges can be loaded onto the mother ship. The LASH system is
currently operating with 400 barges and two mother ships, each carrying
80 barges; the SEABEE system is currently operating with 246 barges and
three mother ships, each carrying 38 barges.
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may be loaded and unloaded in open stream or any sheltered water: a

port need not be used. The barges serve as warehouses for both the
shipper and receiver. Also, both systems possess economies of scale for
oceangolng voyage and divisibility for inland water transportation in

the United States and Europe. Neither LASH nor SEABEE systems would need
to use a superport because their mother ships do not require deep drafts.
The extensive development of these systems could negatively affect a
' Gulf superport unless (a) the shipping companies decide that the
superport is a convenient barge loading/unloading terminal for their
mother ships or (b) the mother ships grow in size sufficiently to require
the channel depths or shelter of a deep-draft port.

An additional factor that could negatively affect future superport
utilization is development of éeagoing barges which may divert much of
the Gulf-Atlantic coastwise traffic from a superport.

The major negative factors, however, are due not to technological'
changes but to social, political and econﬁmic changes oceurring in this
country. The environmental movement is likely to discourage further
major improvemeénts in the inland waterway system, thus slzwing the growth
in foreign-bound inland waterway shipments to Gulf Coast ports.17 One

such example is the currently stalemated Tombigbee project.

l?The U.S. Environmental Protection Agency has subsidized a forth-
coming "citizens' guide" on "How to Stop Army Corps of Engineers' Water
Development Projects.” ,
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Many economists have argued that the Corps of Engineers has used an
artificially low discount rate in evaluating water resource projects,.thus
making them seem more bemeficial than they would be if a more realistic
(i.e. higher) discount rate were employed. The argument is based on the
contention that private corporations will discount future revenues
(representing future benefits to the public) by their cost of capital,
say 10 percent, in examining the feasibility of a capital project, and
the project will be approved only if this discounted income (benefit)
stream is greater than capital costs. The Corps, on the other hand;
uses a lower rate, say 5 percent, in discounting the estimated benefits
from its projects. This implies that the nation's resources which
yield a 10 percent rate of return (or an even higher rate, 1f corporate
taxes are considered) are being sacrificed for projects in which the
rate of return is 5 percent. Economists have charged that this
constitutes a misallocation of resources into excess water-related
projects and away from investments in more beneficlal private projects.
The U.S8. Water Resources Council has recommended to Congress the
establishment ¢f a 7 percent discount rate and a projected increase to
10 percent. While Congress may not adopt this recommendation in the
current session, the bésic analytical arguments, as distinct from the
occasional emotional arguments used in support of it, are economically
sound.

Related to, but separate from, the discount rate debate is the
initiation of waterway user charges. It is alleged that waterway user§
have received an implicit subsidy from government construction and

maintenance of waterway facilities which makes inland waterway transpoftation
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appear to be cheaper than it really is. Waterway rates are artificially
low because of this subsidy, and thus traffic is diverted from railroads
and trucking companies, where the subsidy is much less. Hence, the
proposal is to employ user charges which would aid the market in
efficiently dividing the traffic among modes of transportation. The
National Water Cormission will make its recommendations on user charges
in May.

Any decision-making process relating to the construction of a
superport in the Gulf region, particularly one located near the
Mississippli River, must consider the future effects of these three
devélopments. While there is cause for concern about the environment,
the current "crisis attitude” may diminish when the public becomes
aware of the costs, in terms of forgone goods and services, of attempting
to maintain an environmental status quo. Hence, the environmental
proposals for curtailing water development projects may have short-run
but not long-run political success. Despite the damages which will Se
suffered by some groupé, the basic economic arguments pertaining to
discount rate evaluation and to user charges are valid and can be expected
to prevail in the long runm.

Since a major advantage of a superport off the coast of Louisiana
igs its connection with the inland waterway system, factors resulting in
diversion of traffic away from the inland waterways justify.the closest
scrutiny. If recommendations for increased user charges, and possibly
the discount rate, are adopted, a shipper of bulk farm products in

«I1linois or Ohio might find it more economical to ship via rail to

East Coast ports rather than to use the inland waterways to a Gulf port.
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Another extremely important variable in the superport analysis is
the number of deep-draft ports which will be developed elsewhere in the
United States. If superports were constructed on both the West and
East Coasts, their net effect on the Louisiana superport might be either
trade creation or trade diversion. A West Coast superport will have
little immediate effect in either direction, although realization of
the land bridge concept discussed below could change-that. An East
Coast superport (superports?}, however, would have marked effects on the
volume and direction of commodity flows on the Gulf Ccast as well as on
the East and Midwest sections of the country,

Despite the relatively short distances between the North Atlantic
and the Gulf Coast, superships would be more efficient In these coast-
wise movements than conventional shallow-draft vessels and considerably

. 18,19
more efficient than land surface transportation. !

Since the Gulf regilon exports large quantities of crude petroleum
products to the East Coast, the comstruction of an East Coast as well
as a Gulf superport may increase the short-run volume of coastwise.
shipments from the Gulf superport.

18According to one qualified maritime expert, a 130,000 dwt buik
carrier can transport one ton of cargo 6,500 miles for $2.00, whereas
the railroad can haul the same ton 200 miles. R. P. Holubowicz, "The
Other Revolution,'" Proceedings, U.S. Naval Institute, October, 1970.

lgThese savings in transportation costs are reduced greatly by the
requirement set forth by the Jones Act (1936}, in which cargo moving
between U.S. ports must be carried in U.S.-bullt ships. If this uneconomi-
cal law is not repealed, exceptions may be made for inter-superport traffic.

One exception already has been made for a Norweglan tanker to transport
cargo from Alaska to Seattle.
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On the other hand, there would be some trade diversion. The East
coast is closer to Europe and the Middle East than is the Gulf and,
more significantly, the populous East Coast is the major consumption
center in the United States. Hence, bulk commodities destined for the
East Coast or the Midwest would be funneled through the East Coast
rather than a Gulf Coast superport. 'This will also affect the flow of
petroleum crude oll and products. While an East Coast superport would
-increase the volume of petroleum shipped through a Gulf superport in the
short run, the long-run decline in crude production in the Gulf region
and the increased demand for petroleum products imply that it will be
more economical for new refineries to be constructed in the East. These
could be supplied with crude from the Middle East transshipped through
the East Coast superport. This redistribution of refinery capacity
not only would have a detrimental effect on revenues of a Louisiana
éuperport, but would also have a significant negative impact on the
State's economy.

While an East Coastlsuperport would probably have net negative
effects on a Louislana superport, some trade-creating effects would
regsult from increased coastwise traffic. The e$t§blishment of competing
superports in the Gulf, however, could result only in trade diversion.
Every state on the Gulf Coast is presently studying the feasibility of
locating a superport off its shores, and there is a distinct possibility
that an interstate poker game is in the offing. If only one other
guperport is built in the Gulf, even a single point mooring device,
it would have a significant impact on the potentials of the Louisiana

superport. Although a regional commission of representatives from all
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Gulf Coast states may produce more problems for Louisiana than it would
solve, a strong argument in its favor is that coordinated effort may
avoid the construction of two, three or four superports in the Gulf
region.

While there appears to be considerable economic potential for a
superport in the Gulf, a number of general constraints must be
considered. Unfortunately, resources were not available for a
thorough investigation of each of these. More detailed evaluations of
petroleum crude and product flows as well as general commodity flows
in the immediate region of a Louislana superport are presented below.

V. Petroleum and Superports

A. Introduction - Among industrialized nations the United States
has been fortunate in that it has been able to supply the bulk of its
petroleum energy requirements from domestic production. Because neither
population nor oil production is evenly distributed within the U.S5.,
considerable quantities of crude oil and petfoleum products are shipped
relatively long distrances between points of production, refining and
consumption. The country has been divided into five geographical areas,
called Petroleum Administration for Defense (PAD) districts for the
purpose of locating refining operations. Some of these are further sub-
divided into Bureau of Mines Refining districts. These districts are
shown in Figure 5.

The East Coast and the Midwest, PAD Districts 1 and 2, respectively,

are the most populous and have the greatest demand for petroleum products.20

2OApproximately 40 percent of national consumption of petroleum is
in District 1.
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Figure 5.
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District 3, which includes New Mexico, Texas, Louisiana, Arkansas,
Mississippi and Alabama, contains the largest share of crude oil production.

Because of this, large amounts of crude oil are shipped from Distrlct 3
" to both Distriets 1 and 2, and large amounts of products‘are shipped from
District 3 to District 1. These large movements of crudefoil ﬁpd |
petroleum products constitﬁtg g production and diétribution sysfem into
~which additional shipments of imported cll must be integrated. |
Each éf the major flows is discussed below.
B, Inter-PAD Districf Flows
1. Crude 0il. Crude oil is thé basic raw material for petroleum

products, and its movement to refineries marks the first stage in the
conversion to finished consumer products. |

a. Production and Refining. Table & shows the 1970 crude oil
‘balance for each PAD District and for the United States as a whole. The
surpluées and deficits are accommodated by transport to or from other
districts or foreign céuntries. The total product1on and the oil
received at refineries differ slightly because of variatlons in stocks
on hand.

The'total refinery receipts of crude oil in the U.S. in
- 1970 were 3,973,255,000 barrels (iz-gallon size). Of this, 3,492,414, 000
barrels (87.9 percent) were from domestic production and 480,841,000 barrels
(12.1 percent) were imﬁorféd. |

As can be Seen,.District 3 is é major source of crude oil
for refineries in other areas, whilé Districts 1, 2, and 5 are crude
deficit areas.

District 1 (the East Coast) has very little production of

crude oil. Because demand for petroleum products is very high in this
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Total Crude 01l

Produced

(Inc. Lease
Condensate)

Crude 011 Prod.
and Received at
U.5. Refineries

Crude 011 Rec.
at Refineries in
DMsrrict
District Deficit

District Surplus

Foreign Imports
From Other Dist.
To Other Dist.
Net Input

Net Output

Net Balance

Crude 0il Balance for the United States, 1970

Table 6

Crude 041 (1000 42 Gal. Barrels)

— PAD DISTRICT
1 2 3 4 3
11,411 426,777 2,735,205 246,317 457,740
13,083 414,407 2,361,067 243,985 459,872
'472,022 1,151,948 1,593,737 143,661 611,887
458,939 737,541 152,015
- 767,330 100,324 '
211,403 113,559 0 17,175 138,704
247,548 630,880 3,980 135 13,750
12 6,898 771,310 117,634 439
458,939 737,541 152,015
767,330 100,324
Even Even Even Even Even

Total _
3,517,450

3,492,414

3,973,255

1,348,495

867,654

480,841
896,293
896,293
1,348,495
867,654

Even

aThese totals differ slightly from the production totals because of changes in

stocks of crude on hand.

Source: Mineral Industry Surveys, Bureau of Mines, Crude 0il, Refined
Products, and Natural-Gas Liquids, 1970.
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district, refinery production, in absolute but not relative terms, 1s
quite high. Slightly over one-half of the crude oil required for
refining comes from District 3, and most of the balance is imported.

District 2 (Midwest) has a fair%y large amount of production,
but the refining industry is even larger and so this district has the
largest crude oil deficit. The inland location precludes direct imports
by tanker except through Great Lakes ports. Hence, imports are fairly
low and the deficit is filled from District 3.

District 3 (South~Southwest) has both the largest production
and the largest refining industry, but production exceeds refining
substantially, and so this distriet is a major supplier of crude oil
to Districts 1 and 2. '

District 4 (Mountain States) has moderate production and a
small refining industry so that it has a small net surplus of crude.

District é_(West Coast) has a substantial crude deficit
even though production is fairly high. Imports are used to fill the
 deficit.

b. Transportation of Crude 0il.

1) General. Crude o0il balances of production and
refining and total crude movements among PAD Districts are set forth in
Table 7 and Figure 6. Figure 7 shows a comparison of District 3 states

as suppliers of crude to Districts 1 and 2.21

21The basic data were obtained from Mineral Industry Surveys, but
all tables and figures were compiled by author.
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Figure 6
Movements of Crude 0il to Refineries

Across PAD District Borders 1970

17,175 . 113,559

(Imports) (1000 Barrels) (Imports)

R 143,661 -~ 6 R 1,151,948
P 243,985 P 414,407
. 99,995
O
2 L NG
3 ~ % TE 2
- o0 p** c:\{ %:F‘ . Q" 4 8
= @ € b

R 611,887
P 459,872

138,704
(Imports)

211,403
(Imports)

R 1,593,737
P 2,361,067

0

Source: Mineral Industry Surveys, Crude Petroleum; Petroleum Products and
Natural Gas Liquids: 1970 (Final Summary), Bureau of Mines.

R = Recelved at Refineries

P = Received at Refineries in the U,S, from production in the Distriect
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Imports - Table 6 and Figure & show the flows of crude oil
imports into the various PAD districts. All except District 3 import
some crude oil. District 1 imports as much as 40 percent of its total
crude requirements, or 211,403,000 barrels. Distriet 5 is the second
largest importer, with imports of 138,704,000 barrels or approximately
23 percent of total.

Internal Flows - Figure 6 and Table 7 show that the major
.internal flows of crﬁdé oll wifhin the‘Uﬁite& gtates are from District 3
to District 1 and that even.iarger ficws are from District 3 to
District 2. Table 7 shows the amounts of crude oil sent interstate from
each of the major producing states to each of the PAD districts. It also
shows the oil refined in the state of origin for each District and for

certain states within District;. As graphically shown in Figure 7,
Texas and Louislana are the two 1a¥géét 01l producing stafes. Louisiana
sent 128.2 million barrels to District 1, while Texas sent 93.8 million
barrels_to District 1; Louisiana sent 169.5 million barrels to
Districet 2, while Texas sent 295.3 million barrels. In aggregate
amounts, Texas surpa;ses all other states és a supplier of crude to
other districts, But does so by receiving substantial amounts of crude
from Louisiana22 and New Mexico to replace the production sent
north and east.

Louisianarsurpasses Texas as a supplier of crude oil to

other states when all interstate shipments are considered. Louisiana

was a net exporter of 432 million barrels to other states, while

22As can be seen in Figure 7, Louisiana exported 188 miilion
barrels to Texas, while Texas exported 53.7 million to Louisiana.
Hence, Louisliana was a net exporter of crude to Texas of 134.3 million
barrels.

205



Figure 7
Comparison of District 3 States
And Districts 1, 2, and 4 & 5 as

Suppliers of Crude 0il to Refineries

in Other Areas. 1870
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53,768
Texas

In thousands of 42-gal, barrels
All movements under 10,000 units omitted

Source;: Mineral Industry Surveys, Bureau of Mines

206



Texas was a net exporter of 214 million barrels. Eveh though crude
production is larger in Texas than in Loulsiana, Louisiana ships out a
larger share of its somewhat smaller production, whereas Texas refines
a substantial amount of its own crude production and that.which it
receives from other states.

2) Movement of Crude by Water. Figure 8 shows the
flows of crude oil by water transportation into and among the PAD
districts. Where coastal water shipment is available (Gulf Coast to
East Coast), it dominates as the prime tramsportation wethod.
Mississippi River barges are a minor means of transporting crude oll to
Districts 1 and 2. They cannot compete with pipelines for this service,
but some crude enters District 1 from District 2 on the Ohio River.
Imports arriving in District 5 are divided almost equally between pipelines
and water transport, but almost all those arriving in District 1 are
carried by water.

3) Movement of Crude by Pipeline. Figure 9 shows
approximate flows of crude oil into the United States and among
PAD districts by pipeline. These figures are derived by substracting
the flows moving by water in Figure 8 from the total flows of Figure 6
and rounding to the nearest million barrels. This procedure assumes that
movements by other means are minor and seem to be supported by data

published by the Bureau of Miues.23

23Miueral Industry Surveys, Bureau of Mines, Crude Petroleum,
Petroleum Products, and Natural Gas Liquids, 1970, Final Summary.
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64,391

Source:

Figure 8
Movement of Crude 0il
Across PAD District Borders by
Tanker or Barge, 1970
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Figure 9
Crude oil Movement Across PAD District

Borders

113,559

17,175
(Foreign Importa)

(Foreign Import:s) By Pipeline, 1970

(1000 Barrels)

e 100,000

10,000

31,751

74,313 _
(Foreign Imports)

(Foreign Importsa)

Approximate data derived by subtracting the movements by water from total
movements to refineries, In general,other movements are negligible.

Pigures for imports by pipeline are exact,
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' The major flows by pipeline are the massive movements
of crude iInto District 2 from Districts 3 and 4. Together these
represent over one;half of all crude o1l refined im District 2.

The foreign import data, which are exact, show inland
imports by pipeline to Districts 2 and 4. Add{itionally, about half of
all District 5 imports are by pipeline. This is the only substantial
exception to the rule that crude oil shipments by pipeline are minimal
- where coastal water transport is avallable.

2, Petroleum Products. The United States imports large
amounts of petroleum products because its refineries do not produce
enough to meet its internal demands.

Considerable quantities of the petroleum products consumed in
the United States are produced at some distance from consumption centers.
This causes much movement of petroleum products among the various PAD
districts.

Figure 10 and Table 8 show the pattern of shipments into and

out of the various PAD districts in 1970.24

District 3 had a substantial
surplus of petroleum products and shipped large amounts to Districts 1
and 2 to balance their very large deficits.

a. Foreign Imports and Exports. Table 8 and Figure 10
show that the East Coast and the West Coast are the two districts
accounting for most of the petroleum product imports. The largest single
product imported is 509.9 million barrels of residual fuel oil into

District 1. This is over 70 percent of all product imports into the

U.S. Total U.S. exports of petroleum products were 89,467,000 barrels.

_ 24These values are the sum of water and pipeline movements from
‘Bureau of Mines Statistics.
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Figure 10
Movement of Petroleum Products
Into the United States and Among PAD Districts
3,192" by Water and Pipeline, 1970 17,335°

(1000 Barrels)

7,658
0 -] a3
W i Y -]
g ™~ ™~
-] — oy
e o ot

10,490
Source: Mineral Industry Surveys,
Notes
Includes 509,916,000 barrels of residual fuel oil,
b

A1l import f£igures exclude bonded fuels.
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Table 8

Total Movement of Petroleum Products Into the

United States and Among PAD DISTRICTS by Pipeline and Water, 1970

{1000 Barrel Units)
Receiving District .

I o Iu 1
o - 43,769 0 0
HooIr 31,719 - 26,194 0
2]
Al 11 1,011,322 195,327 - 9,799
2
a2 1w 0 7,658 0 -
f
A v 1,694 o 0 0
Sub-
Total 1,044,735 246,754 26,194 9,799
Imports® 624,459 17,335 10,490 3,192
TOTAL 1,669,194 264,089 36,684 12,991
Notes

8Import figures exclude bonded fuels.

bIncludes 509,916,000 barrels of residual fuel oil.

Source: Mineral Industry Survey, Bureau of Mines
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21,565

18,158

39,723

17,021

56,744

Totals
43,769

57,913
1,238,013
25,816

1,694

1,367,205
672,497

2,039,702



The Bureau of Mines does not break these down by districts.
b. Petroleum Product Movements Within the United States

1 Genefal. Figure 10 shows that petroleum products
are shipped from one district to another in much the same pattern as
for crude oil. There are some significant differences, however.

District 3 sends most of its interdistrict crude exports to District 2,
while it sends most of its interdistrict oil product exports to

District 1. This differ=snce is a result of the relatively small refinery
capacity in relation to demand existing in Pistrict 1, while Distriect 2
has refinery capacity almost equal to product demand. This has important
implications for superport location and utilization.

2) Shipments of Products by Water. TFigure 11 illustrates
the movement of petroleum products from one PAD district to amother by
tanker or barge in 1970.. Mést of the flows are fairly small, but
considerable amounts of products go up the Misslssippi River to both the
 Midwest and the East Coast from District 3. The only significant flow
iz the 461,623,000 barrels which moﬁéd by coastwise tanker from the
Gulf Coast to the East Coast. This 1s almost one-half of all petroleum
products shipped from District é to District 1.

3) Shipments by Pipeline. The second major method for
shipping petroleum preducts is by pipeliné. Figure 12 shows these flows
among the PAD districts. Once again, most of the flows are relatively
minor except for those from District 3 to Districts 1 and 2. Each of
these flows 1s somewhat larger than its corresponding water transport
flow, shown in Figure 11. Pipelines seem to compete well with coastal
tankers for shipments of products, although they are net important for

crude oil.
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Figure 11
Movement of Petroleum Products

Among PAD Districts by Water, 1970.

{1000 Barrel Tnits)
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Source: Mineral Industry Surveys: Bureau of Mines
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Source:

Figure 12
Movement of Petroleum Products
smong PAD Districts by Pipeline,1970
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3. Summary of Inter-PAD Movements. The reader should now be
acquainted with the inter-district movement of crude oil and oil products.
District 3 is a major supplier of both crude and products to Districts 1
and 2. District 3 ships approximately 237.6 million barrgls of crude to
District 1 almost all of which is shipped in coastwise vessels; it also
ships 1,011.3 million barrels of products to District 1, of whiéh
~461.6 million barrels are shipped coastwiséi The remaining product
shipments to District 1 from District 3 are by pipélines. Hence, about
700 million bafrels of 0il (crude and products) are shiéped annually
on coastwise vessels from the Gulf region. If a superport were to be
located in the Gulf, these 700 million barrels could be shipped more
cheaply, provided that a supetrport were also located on éhe East Coast.
Movements of ctude by internal waterways are only 17.7 million barrels
and go to District 2, whereas product movemeﬁts on barges are Tj.9 million
to District 2 and 23.2 million to District 1. Although these movements
are not very significant at the present time, they could increase if
District 1 were to begin imporfing more crude from the Middle East and
the Midwest were to receive the Gulf qfude. Héﬁever, it must be
recognized that pipelines are more efficient for transporting both crude
and products to the Midwest. '

Approximately 513.0 million barrels of crude and 117.0 million
barrels of products flow in pipelines from District 3 to District 2.

c. Water Transport of Crude 0il and Refined Products by
PAD District 3 States

1) General. Whereas the previous sections analyzed
the movement of crude and products among PAD districts, it was considered

desirable to further segment these movements by states, in order to
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establish comparative patterns of transpertation to the East and

Midwest, (e.g., originating in Texas, as compared to Louisiana). Such

an analysis would be aﬁ important input into the locational analysis of a
superport.

We spent considerable time attempting to gather the necessary
statistics. Unfortunately, after much searching, correspondence and
personal visits to the Department of Interior, the American Petroleum
Institute and the National Petroleum Council, it was determined that
such data do not exist. In fact, the Department of Interior had forseen
a need for such data and had requested the oil companies to provide them.
Because of the complex nature of distribution and redistribution of
products, however, the oil companies were unable to comply with this
request.

We therefore requested the refineries located in Louisiana to
provide us with data on the movement of crude and refined products into
and out of Louisiana. Unfortunately, at the time this report was
prepared we had received information from only three companies, one of
which said that the data sought was proprietary and could not be released.
We cannot publisQ the data we received from the other two companies
because (1) they would be seriously incomplete, and (2) with data from
only two companies, such publication would violate our pledge of
confidentiality.

Hence, we decided to use the less satisfactory alternative of
reconstructing data contained in the '"Waterborne Commerce Statistics"
published by the Army Corps of Engineers to show the water, but not

pipeline, movements by states.
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2) Movement of Crude 0il and Refined Products by
Coastwise Vessels

Figure 13 is a summary of movements of total crude
0il among PAD distriet 3 and between PAD district 3 states and the other
PAD districts. This information is useful, but we wanted to know how much
was being shipped by water and how much by pipelines. The total
movement of crude and products out of PAD district 3 is made up of two
basic components. First, there are coastwise shipments by tanker from
Texas, Loulsiana, Alabama and Mississippi to the East Coast states and,
second, there are shipments internally on the Missigsippi River and its
tributaries, and on the Intracoastal Waterway into Florida.

a. Methodology

Table 9 shows the net coastwise movements of
crude 0il and the major refined products originating from each of the
producing states in PAD district 325. Each state is assumed to have a
net contribution to the pool of oils shipped into District 1 (East Coast).
Because each state both contributes to and receives from the pool, the

. 2
net contribution is more relevant for District 1 outbound movements. 6

25New Mexico and Arkansas, which are located in District 3, are
excluded in this analysis because they do not have coastwise shipments.

26The following three sections employ unique methodologies to
obtain petroleum crude and products flows by states. To our knowledge,
these are the only data which exist for origin of state movements for
petroleum crude and products. We welcome all criticisms and suggestioms.
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Figure 13
Comparison of District 3 States
and Distriets 1, 2, 4, & 5 as Suppliers
of Total Crude 01l to Refineries in Other
Areas
a,b,e

1969

Thousands of Short Tons

110,275
16,386

(39,197)
5,824 '

Louisiana

Texas

/ (196,134)
T 29,143

Source: Minerals Yearbook 1969, Bureau of Mines

Notes

8%n thousands of short toms, calculated 6.73 barrels/ton
bAll movements under 10,000 units omitted

Cparenthesized figures in thousands of 42-gallon barrels
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Table 9

Coastwise Movement from PAD District 3 to the East Coast States
Crude 0il and 011 Products

1969
Short Tons
Area: Texas Louisiana Ala.-Miss. Total Net
Shipping to
Commodity Flow (short toms) East Cosst
1311 Crude Shipments 13,322,278 18,842,012 1,635,347
Petroleunm Receipts 4,165,829 0 0
Net 9,156,449 18,842,012 - 1,635,347 29,633,808
4 30.9% 63.6% 5.5%
2911 Gascline Shipments 15,608,178 3,606,471 806,006
Receipts 211,376 35,405 28,132
Net 15,396,802 3,571,066 - 777,874 19,745,742
4 78.0% 18.12 3.9%
2912 Jet Fuel Shipments 2,848,840 1,349,662 272,294
Receipts _ 92,982 0 a
Net 2,755,858 1,349,662 272,294 4,337,814
3 63.0% 30.8% - 6.2%
2913 Kerosene Shipments 1,036,741 . 254,472 39,170
Receipts 0 0 55,696
Net 1,036,741 254,472 -20,526 1,270,687
4 80.3% 19.7% -0z
2914 Distillate Shipments 16,948,349 5,736,875 777,570
Fuel 01l Receipts o _ 0 74,608
Net 16,948,349 5,736,875 702,962 23,388,186
% 72.5% 24.5% 3.0%
2915 Residual Shipments 4,657,740 102,788 171,808
Fuel 011 Receipts 214,750 104,640 185,835 _
Net 4,442,990 ~1,8352 =14,027 4,427,111
4 : 100.0% A 7 4 0z
2916 Lubricate Shipments 1,631,849 ' 450,400 796
Gils Receipts 125,248 _43,244 80
Net 1,506,601 407,156 716 1,914,473
Z 78.7% 21.3% ox
2917 Naphtha Shipments 854,137 38,383 1,753
Receipts 186,073 14,523 1]
Net 708,064 23,860 1,753 733,677
- % 96.5% 3.3% 0.2%
2918 Asphalt Shipments 678,960 359,940 113,580
Receipts 40,482 0 0
Net 638,478 359,940 113,580 1,111,998
z 57.4% 32,42 10.22
2920 Coke Shipments 0 21 341
(011 & Coal) Receipts 18 0 o _
Ret -18 21 341 344
p 4 0z . 5.8% 94.2%
2921 Liquid Shipments 75,389 85,551 &
Gages Receipts 13,062 0 1]
Net 62,327 85,551 - 6 147,884
4 42.1% 57.9% 0.0%
2951 Asphalt Shipments 93 233 0
Bldg. Mater. Receipts _ .0 . 0 1]
Net 93 233 0 326
b4 28.5% 71.5% 0.0%
2991 Petro~ Shipments 87,785 93,652 702
leum Products Receipts 12,521 45,269 0
n.e.c, Net 75,264 48,333 702 124,349
% 60.5% 38.9% 0.6%
TOTALS 52,727,998 30,677,379 3,471,022 86,876,399
Total % 60.7% 35.3% L &.0%
Source: Computed from basic data contained in Waterborne Commerce of the U.S. =

196%, U.5. Army Corps of Engineers.
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Perhaps an example will clarify this rather complicated procedure.
Take commodity 1311, crude petroleum. Texas shipped, by coastwise vessels,
13,322,278 short tons but received 4,165,829 short tons, resulting in a
net contribution of crude to Distfict 1 of 9;156,449 tons or 30.9 percent
of total District 3 crude shipped to District 1. ZLouisiana, on thel
other hand, shipped 18,842,012 tans by coastwise vessels and received mo
incoming shipments, and so ;t i;-céﬁciuded that Louisiana contributed:
63.6 percent of District 3 movéments to District 1.

In a few cases, é;g., keroéeﬁe movements from Alabama é;d
Mississippi, a state's net c;ﬁtribution is negative. In such instances,
the total pool is considered to be contributed by'the other states
(Texaé and Louisiana); All wiﬁhdfawls from the total pool are:assumed to
be derived from the confribﬁting‘states in proporfion éo their contri; |
butions to the other pool. In the case of kefosene, Alabama and
Mississippl were net consumefs of —20,526 tons, and it was aséuméd that
of tﬁis amount 80 percénéicame ffom Texas and 19.7'péfcent from
Louisiana; so the net relative contributions of these two states to
shipments to the East Coast are not di;torted.. In tﬁe far right?hand
column are the total net shipmeﬁﬁs from the Gulf Coést to the East
Coast for each comﬁbdity.‘ |

b) Resultsi.

The grand £o£al éf.coastwise thpﬁents of
petroleum crude and products f;oﬁ biétrict 3.Gu1f:Coast states to the
East Coast states was 86,876,399 short.téns. Texés shipped 52;727,998
or 60.7 percent of the total, whereas Louisiané shipped 30,677,379 tons
or 35.3 percent of the total. Aiabama and Mississippi shipped 3,471,ﬁ22
tons or 4.0 percent of the total. Louisiana shipped a greatef percentage

of crude (63.6 pefcent) than Texas (30.9 percent), but Texas shipped a
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greater amount of all petroleum products, except liquid gases and
asphalt materials, than Louisiana.

3) Movement of Crude 0il and Refined Products by
Internal Waterways

; a. Methodology
Inasmuch as the methodology of generating these

data is unique and affects the quality of Table 11, the reader should
familiarize himself with our procedures so that he may exercise proper
discretion in interpreting the results. However, the reader who wishes
a cursory overview may skip this section since it contains no substantial
remarks or conclusions.

Table 10 shows the mo§ément of crude oil and refined products in
1969 by barge on the Gulf Intracoastal Waterway and on the Mississippl

River. The data were calculated from Waterborne Commerce 2£ the

United States, 1969 by taking the net flows of crude oil and refined

products at the points where state borders or divisions of waterways are
crosses. For example, the flows up the Mississippi River were calculated
by adding together the inbound/upbound traffic and the upbound/through
traffic and subtracting therefrom the sum of the downbound/outbound
traffic and the downbound/through traffic in the segment of the river
from Baton Rouge to the mouth of the Ohio River. This calculation yields
the net northbound river traffic passing Baton Rouge on the Mississippi
and the traffic entering the Mississippi at the upper end of the
Atchafalaya River and the Morgan City-Port Allen routes. This procedure
yields the closest possible approximation to the net flow entering the
midwestern PAD district 2 from PAD district 3.

Flows across state borders were calculated for the Gulf

Intracoastal Waterway in a similar manner. The data were lised to give net
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Table 10

0il and 0il Products From PAD District 3  States by Internal Water Tramsportation
to PAD Districts 1 and 2, 1969

Area Texas loyisiana Ala-Mias Total
Commodity Flow {Short Tons) (Short Tomns) (Short_Tong)_ (Short Tons)
1311 Crude Petro- To River> 0 2,066,481 64,351 2,130,832
leum To Fla. 0 0 204,524 204,524
Total 0 2,066,481 268,875 2,335,356
4 DX 96.98% 3.02% 100.0%
2911 Gasoline To River 2,338,191 4,666,574 4] 7,004,765
To Fla. 471,897 941,814 0 1,413,711
Total 2,810,088 5,608,388 0 8,418,476
4 33.38% 66.62% 0z 100.0%
2912 Jet Fuel To River 198,933 334,829 0 533,762
To Fla. 86,060 144,850 244,723 475,633
Total 284,993 479,679 244,723 1,009,395
z 28.2% 57.5% 24.2% 99,9%
2913 Kerosene To River 335,133 286,519 0 621,652
To Fla. 7,049 6,026 0 13,075
Total 342,182 292,545 0 634,727
% 53.91% 46,092 0% __io0.o0z
2914 Distillate To River 544,597 213,894 0 758,491
Fuel 0il To Fla. 90,513 35,550 0 126,063
Total 635,110 249 444 0 884,554
% 71.80% 28.20% [1}4 100,02
2915 Residual To River 1,065,141 0 0 1,065,141
Fuel 011 To Fla. 130,404 0 0 130,404
Total 1,195,545 0 0 1,195,545
A 100.0% 0% 0% 100.0%
2916 Lubricating To River 582,862 9,959 0 592,821
011ls To Fla. 61,823 1,096 0 62,879
Total 644,685 11,015 0 655,700
4 98,.32% 1.68% 0 100.0%
2917 Naphtha Petro- To River 651,457 122,613 0 774,070
leum Solwvents To Fla. 35,440 6,670 0 42,110
Total 686,897 129,283 0 816,180
Z 84.16%2 15.84% 02 100,0%
2918 Agphalt Tar To River 224,492 507,168 0 631,660
and Pitch To Fla. 14,608 26,495 0__ 41,103
Total 239,100 433,663 0 672,763
Z 35.54% B84.462 02 100.0%
2920 Coke To River 0 0 [ 0
{oll & coal) Te Fla. 0 0 0 0
Total 0 0 D 0
4 0% 0z 0z 0%
2921 Liquefied Gases To River 2,789 484,633 0 487,422
Te Fla. 470 81,636 0 __B2,106
Total 3,259 566,209 0 569,528
4 0.57% 99,43% 02 100.0%
2951 Asphalt Build- To River 0 0 0 0
ing Materials To Fla. . g 0 0 0
Total a 0 0 0
z 0% 814 0% 0z
2991 Pet. Prod To River 33,031 43,081 0 76,112
n.e.<, To Fla. 0 Q 0 0
Total 33,031 43,081 [§) 76,112
b4 43.40% 56.60% 0% - 109,.0%
River TOT. 5,976,626 8,635,751 64,351 14,676,728
River % 40.722 58.842 A4 100.0%
Fla. TOT. 898,264 1,244,097 449,247 2,591,608
Fla. 2 34.66% 48.00% 17.33% 99,99%
GRAND TOTALS 6,874,890 9,879,848 513,598 17,268,336
¥ of GRAND TOTAL 35.8% 57.22 3.0% 100.07

T To River: Meane net shipments leaving the Culf Coast PAD District 3 gtates on
b . the Mississippi River.
To Florida: Means net shipments leaving the Gulf Coast PAD District 3 states Oom
the Intracoastal to Florida.

Notes

Source: Waterborne Commerce of the United States 1969 -~ U. 5. Army Corps of Englneers.
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eastbound movement between the Sabine River and the Calcasieu River
(proxy for movements between Texas and Louisiana), New Orleans and
Mobile (proxy for movements between Louisiana and Alabama) and between
Mobile and Pensacola (proxy for movements between Alabama and Florida).

In order to determine each state's shipments of crude oil byl
barge, we added the net barge movements into Texas from Louisiana and
the net barge movement up the Mississippi River (Table 10). This gave
a net outward movement of crudg 0oil from Louisiana, but we could not
determine which originated in Louisiana and which originated in the other
states. We could.ascertain that Alabama and Mississippi were net
contributors to the pool, and the rest vas assumed to come from Louisiana
since Texas.was a net importer. These contributions to the pool moved
by barge were then converted to percentages for Louisiana and fér Alabama
and Mississippi. It was calculated that 96 of 98 percent of the total
pool originated in Louisiana and that 3.02 percent came from Alabama and
Mississippi. These percentages were applied to the net flow up the
Mississippi to determine each state's contribution.

In a few cases, e.g., liquid petroleum gases, both Texas and
Louisiana contributed to a poﬁl which was sent to markets 1n Alabama-
Mississippi and further up the Mississippi. Allocation of each of these
flows to Texas and Louisiana was made according to each state's contribution
to these two flows. 1f Alabama and Mississippi were a net importer from
this pool, the remaining flow into Florida maintained the same allocation
as the original larger flow into Alabama-Mississippi from Louisiana, and
Alabama and Mississippi were assumed to contribute nothipg to the net flow

into Florida.
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b. Results

As might be expected, Louisiana accounted for
a larger percentage of oll and oil products shipped to Districts 1 and 2
via the inland water system (including Intraccastal) than either Texas or
Alabama-Mississippi. According to our generated statistics in Table 10,
57.2 percent of oil and products shipped from PAD district 3 on the
inland waterways to PAD districts 1 and 2 originated in Louisiana, while
Texas shipped 39.8 percent and Alabama-Mississippi shipped 3.0 percent
of total flows. This‘positive differential in favor of Louisiana is
particularly impressive for shipﬁent of crude and liquefied gases.

A further breakdown shows thét Louisiana shipments on the
Miseissippl River were 58.8 perﬁent, while Texas shipments accounted for
40.7 percent; 48.0 percent of Intraccastal shipments into Flofida
originated in Louisiana, 34.7 percent in Texas and 17.3 percent im
Alabama and Mississippi.

Hence, one must conclude that Louisiana's surplus of crude and
its advantageous location in proximity to the inland waterway system has

made it the major inland waterway exporter of oil and oil products to
oil-deficient regions on the East Coast and in the Midwest.

4} Total Water Movements of 0il and Cil Products. Table 11
integrates and summarizes the data presented in Tables 9 and 10, and it
compares Texas, Louisiana and Alabama-Mississippl as suppliers of crude
0oil and refined products by water tranmsportation. As can be seen in
Table 11, Louisiana is far more important than Texas as a direct supplier,
via water, of crude oil to Districts 1 and 2 (Louisiana: 65.4 percént;
Texas: 28.6 percent). With the exception of liquéfied petroleum and

asphalt materials, however, Texas 1s more gignificant as a suppiier, via
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Table 11

Net Movement of 0Ll and Oil Products from PAD District 3
States to PAD Diatricts 1 and 2 by Water

1969
Area Texas _Louisiana Ala-Miss Total
Commodity Flow {Short Tonma) i
1311 Crude Petro- River 0 2,066,481 64,351 2,130,832
’ leum Waterway 0 0 204,524 204,524
Coastwise 9,156,449 15,842 012 1,635,347 29,633,808
Total 9,156,449 20,908,491 1,904,222 31,969,164
k4 28.6% 65.4% 6.0% 100.02
2011 Gasoline River 2,338,191 4,666,574 ] 7,004,765
Waterway 471,897 941,814 o 1,413,711
Coastwlise 15,396,802 3,571,066 777,874 19,745,742
Total 18,206,890 9,179,454 777,874 28,164,218
b4 64.6% 32.62 3.0% 100.0%
2912 Jet Fuel River 198,933 334,829 0 533,762
Waterway 86,060 144,850 244,723 415,633
Coastwise 2,755,858 1,349,662 272,294 5,377,814
Total 3,040,851 1,829,341 517,017 5,387,209
b4 56.45% 33.962 9.50% 100.01%
2913 Kerosene River 335,133 286,519 1] 621,652
Waterway 7,049 6,026 0 13,075
Coastwise _ 1,020,362 250,325 0 1,270,687
Total 1,362,544 542,870 0 1,905,414
2 71.51% 28.49% 0z 100,02
2914 pistillate River 544,597 213,894 0 758,491
Fuel 0il Waterway 90,513 35,550 0 126,063
Coastwilse 16,948,349 5,736,875 702,962 23,388,186
Total 17,583,459 ° 5,986,319 702,962 24,272,740
b4 72.44% 24.66% 2.90% 100.0%
2915 Residual River 1,065,141 0 1] 1,065,141
Fuel 01l Waterway 130,404 0 o] 130,404
Coastwise _ 4,427,111 0 0 4,427,111
Total 5,622,636 0 0 5,622,656
% 100% 02 0% 1002
2916 Lubricating River 582,862 9,959 a 592,821
- Odla Waterway 61,823 1,056 a 62,879
Coasrwise 1,506,601 407,156 716 1,914,473
Total 2,151,286 418,171 716 2,570,173
4 B3.70% 16.27% .03% 100.0%
2917 Naphtha Petro- River 651,457 122,613 0 774,070
leum Solvents Waterway 35,440 6,670 0 42,110
Coastwise 708,064 23,860 1,753 733,677
Total 1,394 961 153,143 1,753 1,549,857
2 90.01% 9.88% .111 100.02
2918 Asphalt Tar River 124,492 407,168 0 631,660
and Pitch Watexrway 14,608 26,495 0 41,103
Coastwise 638,478 359,940 113,580 1,111,998
Total 877,578 793,603 113,580 1,784,761
)4 49.17X 44, 47% 6.36% 100.02
2920 Coke River 4] 0 0 0
Waterway 0 0 o 1]
Coastwise 0 20 324 344
Total 0 20 324 344
X ox 5.8% 94,22 100%
2921 Liquefied River 2,789 484,633 0 487,422
Petro. Gasas Waterway 470 81,636 0 82,106
Coastwise 62,327 85,551 6 147,884
Total 65,586 651,820 6 717,412
4 §.14% 90,86 0% 100,0%
2951 Aaphalt Bldg Rivar a 1] 0 o]
Materials Watervay 0 1] \] ¢]
Coaatwise 93 233 4] 326
Total 93 233 1} 326
b4 28.53% 71.47% [1}.1 100.0%
2991 Petroleum Prod. River 33,031 43,081 4] 76,112
n.&.C. Waterway 0 ¢} o] 1]
Comstwise 75,264 48,383 702 124,349
Total 108,295 91,464 102 200,461
b4 54,022 45.62% .35% 99.99%
Grand Total Coastwise & Int. 59,570,648 40,554,971 4,019,156 104,144,735
State X 57.20% A8. 947 3.86% 100. 00X

Source: Waterborne Commerce of the United States 1969 - U.5. Corps of Engineers.
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water, of petroleum products.

In total shipments, Texas accounts for approximately 60 million
tons of 57 percent of the total, while Louilsiana generates 41 million
tons of 39 percent of the total. As mentioned above, Louisiana predomlnates
as a supplier via the Mississippi and the Intracoastal Waterway, while
Texas dominates the coastwise shipping, which is the larger of the two.
A pictorial summary of our generated data is presented in Figure 14.

In a superport evaluation one must consider that Louilsiana
does predominate as a shipper (by water) of crude oil. This means that in
the relatively short run (10 years), a Louisiana location is preferable
to a Texas location for the shipment of crude to the East Coastzy. In the
long run, however, as Louisiana's crude supplies become depleted this
relative advantage over Texas becomes more tenuous. Of course, within ten
years the Gulf area will be importing crude o0il from the Middle East
if a superport is located here., Louisiana may have a slight edge
over Texas because it is located closer to the Easf Coast which is
deficient in crude and refinery capacity, and it is located on the internal
waterway system.

In ﬁerms of product shipments, the comparative advantages are
much less clear. First, Texas shippers of oil products could utilize a

Louisiana superport without backhauling, whereas Loulsiana shippers would have

to backhaul. Second, Texas does dominate preduct shipments at the current

27In fact, it is Interesting to note the large crude movement by
water under present conditions without & superport. This is suggestive
of the economics of water shipment of liquid bulks, which would be even
greater if superports were located in the Gulf and on the East Coast.
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time, but the location of a superport off the coast of Louisiana might
alter the relative distribution of refineries in the Gulf region. Third,
Louisiana possesses a geographical advantage in relation to the inland
waterways which cannot be altered. This would become quite significant
if the East Coast were to expand its refining capacity and construct a
superport because the Gulf Coast states would then begin to ship to the
.Hidwest, in which case the Mississippi waterways, and consequently
Louisiana, would play a more Iimportant role.

5) Pipeline Movement of Crude 0il by States.

While paragraph 4 compatred the water movements of
petrdleum crude and products by states, it omitted a discussion of
pipeline movements by state. The only data available on state origins
of crude shipments wére total crude shipments by state, which are
shown graphically in Figure 13. The numbers in parenthesis are thousands

of 42-gallon barrels as reported in the Bureau of Mines, Mineral Yearbook,

;292,28 The Bureau of Mines data were reported in barrels and the
Waterborne Commerce data were reported in short tons; so we converted all
data to tonnage.

As shown in Figure 13 Louisiana shipped 14.1 million toms to
District 1 and 20.3 million toms to District 2; Texas sent 10.4 million
tons to District 1 and 40.3 million tons to District 2. These data alone
are not important since a more recent comparison 1s provided in Figure 7.
They are important, however, inasmuch as they provide the total 1969
movements, from which we can subtract the net water movements to obtain

28The data in Figure 13 vary from the data in Figure 7 in that the

former are 1969 data and the latter are 1970 data.
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the residual movements ﬁhich are by pipelines. Figure 15 shows the total
water movements, by states, obtained from row 1, Table 12. As indicated
in Figure 15, Louisiana sent 18.8 million tons by water to District 1 and
2.1 million to District 2, whereas Texas sent 9.2 million tons to
District 1 and nothing by water to District 2. Shipments to District 1
were by coastwise vessels primarily whereas movements to District 2

were on Internal waterways.

Taking the water movements shown in Figure 15 and subtracting
from the total movements shown in Figure 13 yields net crude movements
by pipelines as indicated in Figure 16. All derived pipeline flows,
except one, seem reasonable. The questionable figure is the ~4,0 million
tons between Louisiana and District 1. We know that no such movements
occurred for a negative movement means that District 1 sent crude to
Louisiana, which is absurd.

There are four possible causes fof this discrepancy:

® The basic data on each district's crude receipt were

receipts at refineries in that district. Hence, crude
might have been shipped by water from Louisiana and then
transshipped to District 2.

® The crude was shipped to District 1 and burned directly in

power plants. This is the most probable cause of the discrepancy.

® The crude loaded on tankers in Louisiana was shipped by pipeline.

from Texas.
8 Our methodology of generating water movements was incorrect

or arithmetic mistakes were made.
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Pigure 15
Comparison of District 3 States
as Shippers of Crude 01l by
Water to Districts 1 and 2

1969

Thousands of Short Tons

oy
o =32
! g
Alabama
Texas Arkansas
Miasissippl

Louigiana

Source: Manipulation of Data From Waterborne Commerce of the United States, 1969
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Figure 16
Comparison of District 3 States
and Districts 4 & 5 as Suppliers of
Crude 0il to Distriets 1 and 2 by
Pipeline
1969

Thousands of Short Tons
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Mexico Alabama
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Texas oulisiana

Source: Data derived by subtracting shipments by water from "Waterborne
Commerce of the United States”from Bureau of Mines Data on Refinery
Recipts.
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In any case, the conclusion we must reach is that Louisiana
transmits relatively little crude to District 1 by pipeline, while it
sends 18.3 million tons to District 2 by pipeline. Texas sends
approximately 1.3 million tons of crude to District 1 by pipeline and
40.3 million tons of crude to District 2 by pipeline. Hence, while
District 3 ships relatively small amounts of crude to District 1 by
pipeline, Texas ships by pipeline more than Louisiana. Second, Texas
sends twice as much by pipeline to District 2 as Louisiana does.

The importance of these data is that they present the existing
comparative transportation modes of shipping crude and petroleum product
from the Gulf Coast to the East and the Midwest. The location of the
superport can be expected to alter these transportation modes and the
location of superports in other parts of the country such as the East
Coast can be expected to alter the demand patterns. Knowledge of the
present transportation modes are important, however, for two reasons.
First, during the initial years the port may be utilized as an export
facility for outbound liquids. Second, the superport will have to be
integrated into the existing patterns of transportation. That state
or area which possesses the most rational modes of transportation to the
most deficient areas will be enabled to present the more convincing
arguments to government officials and investors. A relevant point is
that Texas ships considerably more crude and products to the East
Coast and the Midwest than does Louisiana, even though Louisiana
supplies Texas with a considerable amount of crude. Further research
must be conducted to determine the underlying reasons for the
seemingly overwhelming advantage possessed by Texas. Perhaps the

reason is that Louisiana's advantage is coastwise and internal waterway
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transportation. If so, the cost trends of these two modes must be
investigated further.
d. An Overview of U.S. Petroleum Sources and Demand
1) General. The future supply and demand of

petroleum in the United States will have an impact on any superport
located in the Gulf. Therefore, a discussion of the supply and
demand conditions in the United States and Louisiana is pertinent.

U.S. energy consumption is expected to increase at about
4.2 percent per year between 1972 and 1985, assuming that no major
changes are made in government policies in respect to leasing of
federal‘lands, environmentallcontrols, tax rates and regulations.
In 1970 domestic energy supplies satisfied 88 percent of U.S. energy
consumption. Because domestic supplies of energy are projected to
increase approximately 2.6 percent per year during the 1972-1985 period,
which is a lower rate of increase than for consumption demand, the
nation will become increasingly dependent on imported supplies.29

In 1970 domestic supplies of petroleum liquids, consisting of
crude oil, condensate and natural gas liquids, totaled 11.3 million

barrels a day (BD), which was 31 percent of total energy consumption.

29One problem with all projections such as these 1s that they
cannot adequately consider the effect which price changes will have on
quantity demanded. Presumably, relative decreases in supply would
result in higher prices, which would decrease the quantity demanded
in the future.
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Despite the addition of the North Slope discovery and the new discoveries
expected during 1971-1985, total U.S. production in 1985 is estimated to
be only 11.1 million BD., Since domestic sources of petroleum liquids will
remain relatively constant while consumption demand will be increasing,
it is estimated that by 1985 imports will account for 57 percent of
total petroleum consumption. This would mean that approximately 11 million
BD is to be imported, requiring 350 tankers, each of 250,000 dwt.30

Except for residual fuel oil and uncontrolled products such as
fuel for bonded aircraft and vessel bunkers, it is assumed that most
of the refined imports would be prude oil requiring processing in
domestic refineries. While 4 percent of gas supplies was imported in
1970, about 28 percent is projected to be imported in 1985.31

The difficulties of estimating future domestic petrcleum demand
and supply are fairly well known. Estimation of future imports is even
more uncertain. First, the United States has imposed a quota restriction

applicable to all PAD districts, except District 5, of 12.2 percent of

domestic production, and & tariff of 10.5 cents per barrel. District 5

30The Department of Commerce has egstimated that in 1985 foreign
imports will account for two-~thirds of U.S. petroleum supply, resulting in
the importation of 14 million barrels per day, and would require 500 tankers
of 250,000 dwt. Source: Prepared release of talk presented by Andrew E,
Gibson, Assistant Secretary of Commerce for Maritime Affairs, to the 60th
Annual Convention of the American Association of Port Authorities at
Portland, Maine, September 29, 1971. No sources or detalls were given in
the news release.

3lProjections of energy supply and demand are very complicated procedures
and cannot be examined in detall. One of the best sources of such projections
is the National Petroleum Council, an officially established industry
advigory board to the Secretary of the Interior. Also, consult the publi-
cations of the Interior Department, including the periodic mineral industry
surveys and the annual compendium publiished by the American Petroleum
Ingtitute entitled Petroleum Facts and Figures.
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has a more confusing restriction; it is expressed in such a way that
imports of crude oll may be increased proportionally to local production.
However, many exceptions to these import restrictions have been made and
economic realities should eventually force their removal.

Table 12 shows the origin of crude oil and refined products
imports into the United States. Absolute volumes and percentage
relationships are shown. The percentage column hés two components:

#® Percentages which indicate the position of each PAD district
relative to other PAD districts for each product and each
country. For example, District 1 imports 12.95 percent of
total U.S. crude oil obtained from Canada.

@ Overall percentages, which relate each district's imports
from each country to total U.S. Iimports of that product.

For example, District 1 imports from Canada are 6.55 percent
of total.U.S. crude imports.

Table 12 indicates that more than 50 percent of current crude

imports come from Canada and are mainly sent to Districts 2 and 5.
Imports of crude from Latin America, principally Venezuela, are sent
to District 1 and account for approximately 22 percent of total crude
imports. District 1 imports almost 40 percent of its crude (17 percent
of total U.S. crude imports) from the Middlie East. Surprisingly,
District 5 imports from the Middle East 17 percent of its imports. -

The United States imports more refined products than ecrude, -
Total petroleum product imports are 764 million barrels, and total crude

imports are 483 million barrels. District 1 imports from Latin America

account for 67 percent of total U.S. petroleum product imports,
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Approximately 75 percent of U.S. petroleum imports comes from
the Western Hemisphere, principally Canada and Venezuela. Supertankers
would have no effect on the imports from Canada since they move by
pipelines. Whether the imports from Venezuela, which are water shipments,
would justify supertanker utilization is unknown.

Production in Canada and Venezuela, however, is not expected to
keep pace with the rising U.S., Canadian and Latin American requirements.
Hence, most of the increased U.8. imports will probably come from the
Eastern Hemisphere.

The relative political imstability in the Middle East makes
future imports from this region uncertain. Another problem arises from
the fact that most petroleum—exporting countries have formed an organi-
zation known as OPEC (Organization of Petrcleum Exporting Countries),
which has the maximization of income from oil exports as its primary
objective. TIn 1971 this organization "negotiated" a 50 cents per
barrel price increase (to $1.45) which will cost the oil companies,
and hence the consumer, nearly $12 billion between 1971 and 1975. 1In
addition, there is some concern that Eastern Hemisphere reserves may not
be sufficient to meet European and American requirements much beyond the
yvear 2000.

Figure 17 summarizes the flow of free-world international
petrocleum in 1970. Note that no international petroleum enters or leaves
the Gulf Coast area.

2) Regional Analysis. Although the United States will
become increasingly dependent upon foreign imports of crude in the future,
the most salient point for this analysis is the existing differential

regional balance of crude production and refining capacity. As noted above,
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Distriet 1, the East Coast, 1s deficlent in both crude productioen and
refining capacity. Approximately 60 percent of the District 1 supply of
crude comes from other districts, primarily District 3, and the balance
is imported. District 1's refinery output in 1970 represented only 21 percent
of its product consumption. In fact, the last new refineries built
on the East Coast were completed in 1957, and no substantial additions
to these plants have been made within the past 10 years. Hence,
these simple observations suggest that the East Ccast critically needs
a deep-draft port facility and a great increase in refinery capacity,
unless the citizens of that area are willing to pay 4 higher price for
petroleum to cover the additional transportation costs. Merelf
constructing a superport, ﬁithouf increasing the refinery capacity,
would not improve the crude import situation of District 1, since the
crude oil would have to be shipped to other districts for refining.
District 5, the West Coast, Ihas .been a net 0il demander for
many years and in 1970 imported approximately 20 percent of itsl
consumption, with one-half of the imporfs coming overland from Canada.
If crude oll production on the Alaskan North Slope is consistent with
current estimates, most of that area's annual output could be absorbed
by the West Coast within 10 years. This means that Districts 1 and 2
could not rely on the North Slope to supply to meet their demands. They
would be forced to rely on Gulf Coast crude or on foreign imports.
District 3 has large surpluses of crude oil, which has been
gsent primarily to the Midwest, and refined products, which have gone
largely to the East Coast. A glance at the Louisiana pattern indicates
that Louisiana could become an importer of crude within 10 years or
possibly sconetr.

Figure 18 shows the reserves of crude oil and natural gas

240



Figure 18
RESERVES OF CRUDE OTIL AND NATURAL GAS LIQUIDS AT END OF YEAR
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1iquids for the U.S. and Louisiana. U.S. reserves were steadily
decreasing until the North Slope discovery was made, which caused a
significant increase. Figure 19 shows Loulsiana crude oil and condensate
production. Most interesting is Figure 20, which shows the ratio of crude
pil reserves to crude production in the United States and Louisiana. As
can be seen, the reserves/production ratios for both the U.S. and
Louigiana have been decreasing, with Louisiana's ratio decreasing faster
than that of the U.S. overall. Hence, while Louisiana's crude reserves
have been increasing, production has been increasing even more rapidly

as a result of the growing demands for petroleum by Districts 1 and 2.

Figure 21 shows the comparative positions, over time, of Texas
and Loulsiana relative to total United States production and reserves
of crude oil. Louisiana's production and reserves, as a percentage of
U.S. production and reserves has been increasing, while Texas'
production and reserves have been undergoing a relative decline.

Figures 22 and 23 indicate Louisiana's natural gas production
and U.S. and Louisiana natural gas reserves, Figure 24 displays the
reserve/production ratio for the United States and Louisiana over time.
While both ratios are decreasing rapidly, Loulsiana's ratio is decreasing
most rapidly. A similar conclusion 1s reached for matural gas liquids,
as shown in Figure 25. Figure 26 shows Texas and Louisiana production and
reserves, over time, as percentages of U.S. production and reserves.
Texas reserves and production, while greater than Louisiana's in relation
to U.$. production and reserves, have been decreasing while Louisiana's

ratio has been increasing.
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Ratio Reserves/Production

Figure 20
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Flgure 23
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3) Summary. Total reserves of crude oil and natural
gas liquids in the United States have been decreasing since 1965. The
North Slope discovery in Alaska, however, has resulted in a significant
increase in such reserves. The reserve/production ratio for the U.S.
has been decreasing since 1958, but once again the North Slope discovery
has increased this ratio to its 1966 level.

Louisiana's reserves of crude have increased slightly, but its
production has increased even faster, so that Louisiana's reserve/
" production ratio has decreased by approximately 50 percent in the past
12 years. Louigiana's reservé/production ratios of natural gas and
natural gas liquids have decreased by an even faster rate. Texas has

much greater production and reserves than Louisiana, but in relation

to national data, Texas is experiencing a long-term decline, while

Louisiana 1s experiencing a long-term increase. A similar situvation
exists for natural gas liquids. Hence, the reserve/production ratios
of the U,S., Texas and Louisiana are all decreasing, but Texas ratios
are decreasing more rapidly than the U.S5. ratios, and Louisiana's ratios
are decreasing less rapidly. These downward trends could be reversed
1f dramatic new discoveries of reserves were to occur, or if economic
conditions and incentives were to change. However, within the next
10 years the loss of Gulf Coast crude will require importation
of crude from the Eastern Hemisphere if the Gulf region is to continue
serving Districts 1 and 2. This could occur more quickly if the East
Coast does not construct a superport or increase its refinery capacity
and Louislana and Texas refineries are required to meet this deficit.
If the East Coast does not buiid a superport and increase its

refinery capacity, the Gulf area would supply most of the crude and refined
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products for the United States east othhe Rocky Mountains. Since the
labor, management, financial and refining resources as well as existing
transportation patterns favor the Gulf area, this would be a viable
alternative.32

For ffansshipments of crude oil and products to the Midwest and
the East, a Louilsiana superport location has a comparative advantage over
a Texas location for water shipments but if one takes differential volumes
in pipeline shipments as indicative of real economies, Texéﬂ'appeérs to have
an advantage. |

If a superport and increased refining capacity are consttucted on
the East Coast, the feasibility of a Louisiana superport'{niterms of
petroleum usage would be considerabl§ diminished. 'Howeﬁer, in the short
run, crude movements from the Gulf Coast to the East Coast could be made
from the Louisiana superport to ‘the East Coast superpdtt. 'If a superport
1s established on the East Coast, and 6ne is.not constructed on the
Gulf Coast, the refining capacity would probably follow, and there would
probably be a relative redistribution of refining capacity away from the
Gulf region and to the northeast.

Vi. Commodity Movements

A. Dry Bulk Supertankers-while betroleum_tankers have been the focus
of most discussions relating to iarge ships and deep-draft ports, the
utilization of such ships and ports for commodity transﬁbrtation should

not be ignored, particularly in an analysis of a Louisiana superport.

32Another alternative would be to construct refineries at the source
of foreign crude, but few officials view this favorably because of the
domestic and foreign political repercussionms.
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Most important of these commodities are the dry bﬁlk cargoes such as iron
o;e, coal, bauxite, and grains. A composite of two independent projects
completed for the Maritime Administration_forecasts dry bulk imports to
reach 90 million long tons bf 1952} representing a 2.5 percent annual
increage, and ékports to increasé at 3_perceﬁt per'year, reaching 145 million
long tons in 198%.33
Al;hoﬁgﬁ verﬁ largé érude oil tanﬁefs h&ve received most of the

.attentiﬁn, there'have'Been gome dfaﬁatic developments among bulk cargo
ships as wefl. During the 1950's ship owners ﬁanféd vessels which could
tranqurt oillfroﬁ thé Persian Gulf to Europe and.then return via the
United States with a load of ore. This reéulted'{ﬁ.thelére/oil ship
(0/0),thich can be loaded with either oil or‘bre,'(botﬁ dargoés cannot
be carried simultaneously). In thé'éaflf'1§60's the ore/bulk/oil
(0/B/0) carrierhwés inéroduced. This is 5 tfiple—purpos; ship but;'
again, not all three cargoes can be carried simultaneously. Three years
ago Eﬁe éﬁerage gize qf the 90 0/B/0O sﬂipé:on order was 120,000 dwt.

In 1972, there_weré-twq 0/0 ships greater than 200,000 dwt in service
and appfoiim&tely"ZO on order. »

The economies of shipping_dry bulk commodities in these large ships

are alTost as great as thpse obtainedliﬁ liquid bq1k'éupertankers. Some

examples of savings estimates are giéed:

3o independent forecasts completed for the Maritime Administration
are: (1) Forecast of U.S. Oceanborne Foreign Trade in Dry Bulk Commodities,
Booz-Allen Applied Research, Inc., MA-4533, March, 1969. (2) Projection
of Principle U.S. Dry Bulk Commodity Seaborne Imports and Exports for
1975 and 1982, MA-4534. Composite estimate - made by J.A. Higgins and
J.J. Garvey, Naval Engineers Journal, December, 1970.
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Mining Company Executive - 'When you go from a 66,000~ton
vessel to a 160,000 tonner, you cut $2 a ton from the cost
of shipping ore from Seven Islands, Quebec, to Japan.'3

"In the trade from Peru to Japan just 16 years ago, iron
ore was being handled in Liberty Ships at a cost of
approximately 516 a ton. Today, this trade is carried in
a 106,500 dwt vessel at slightly less than $3.75 a ton. By
next year (1971), the same company will be using three
0/0 carrlers of approximately 130,000 dwt, which will
reduce the Peru-Japan iron ore transportation cést to
approximately $3.25 per ton...Present designs for a
150,000 tonner will further reduce cost to $2.90 per
ton."33 Since the shipping company could pair off oil
shipments with ore on the return trip, the actual cost

of tramsporting Peru ore to Japan will be less than a $1.

"The savings in overall operating costs in transporting
slurry ore using 250,000 dwt vessels is 50 percent of
conventional methods,"36

B. New Developments = new developments in oceanic shipping and
complementary facilities in recent years have greatly increased the
féasibility of bulk shipments in large vessels, as illustrated by the
following examples:

® A new barge-conveyor belt system has been constructed
to transport coal from Union county, Kentucky, on a
10-mile-long single-belt comveyor to the Ohio River
where it is loaded onto 15 barge tows to be transported
to the Cumberland River. About seven million tons of
coal will be transported annually, )

® Another development in coal transportation involves the
conversion of coal to coal slurry. Peabody Coal
Company reduces coal to lumps of 3/8 inch or less, and
these lumps are then fed to rod mills, where, after
being mixed with water, they are crushed to a fine

z'It."‘on Age, July 31, 1969, p. 81.

35R. P. Holobowicz, "The Other Revolution", Proceedings, U.S. Naval
Institute, October, 1970.

365urveyor, August, 1970.
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powder. The resulting slurry is then moved through an
18-inch pipeline more than 270 miles to a power station
on the Colorado River in southern Nevada.

® The San Francisco-based Marcona Corporation has developed
a method (called Marconaflo) of loading and discharging
granular bulk material as a slurry but shipping it as
solids. The slurry is prepared by application of water
under high pressure through Marconafle jets installed in
the floors of storage tanks. The resulting slurry is
pumped into the vessel's hold, where the solids settle
and the water is discharged. The non-shifting cargo
contains less than 10 percent water, and when the ship
arrives at its destination the cargo is reslurried and
pumped ashore. Slurried ore is presently being
transported in 42,000 and 52,000 dwt ships. One off-
shore facility is presently cperating at Waipipi,
New Zealand, and others are planned or under construction,
According to one estimate, the cost of cargo-handling with
the slurried method is approximately one-tenth the cost
of handling dry cargo. A 200,000 dwt slurry supertanker
is being constructed, and there are projections for more.

The Marconaflo process may encourage the development of
regional steel mills because it will provide low-cost
transportation of iron ore to coast-based mills. This
process has important implicatioms for a Louisiana
superport because metallic ores are the third most
important oceangoing commodity (by volume) shipped in
the middle Gulf area. :

C. Commodity Flows in the Central Gulf area -

1. General. One of the most significant inputs to a superport
analysis will be oceangoing commodity flow data. These data which will
i{ndicate the major commodities in Gulf-oceanic transportation, thelr
volumes and relative importance, are very significant as decision variables
in view of Louisiana's strategic location near the entrance to almost
18,000'miles of inland waterways. We originally planned to develop four
sets of commodity flow data: one for the middle Gulf Coast area which
would be most immediately serviced by a louisiana superport, one for the

west Gulf, primarily the Texas coast, one for the east Gulf or the

Florida coast and a general one for the entire Gulf Coast. This would
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have enabled decision-makers to view alfernative flows through a Louisiana
superport, given that Texas or Florida also de§e10ped a superport. It

would also have enabled decision-makers on the Gulf Coast and in Washington
to compare the basie flows which might bé'attracted to alternative superports
located in the west, central or east areas of the Gulf. Unfortunately, within
the limited time aﬁailable to prepare this report we found that the

numerous data manipulations copld not be accomplished. PBence, we
concentrated on presenting commodity flow &ata for the Central Gulf area
comprising the immediate supefport service area, extending from Lake

Charles, Louisiana, to Mobile Alabama:B7 If a Louiéiana superport is
constructed, it 1s expected that it willyservice a wider area depending,

of course, on what the other Gulf Coast states do; énd this point must be
retained while reading the followipg analyses.

The commodity flow data are presented as clearly as possible. Classes
of commodities having relatively small volumes are groﬁped together or
included as "other commodities.” The data are presented in three ways:

(1) absolute volumes in short tons ére.giQen in tabular form for each
major port, river or outlet on the Central Gulf Coast, and an aggregate
summary for the entire area is présented in Table 17: (2) a relafive |
distribution of two-digit commodity flows for each port, river or.
outlet as well as for the entire area (Chart 5), and (3) an integrated
outline:summary‘of total volume and percentage ranking for each pdft,

river or outlet, with major two-digit commodity flows to indicate

7We note our original, but unrealized, goals because we believe
they should be accomplished in fytyre research. : -
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direction of movement and a brief listing of the most important four-digit
commodities under each major two-digit commodity classification.
All basic data were obtained from "Waterborne Commerce Statistics"
for 1970. Computations, charts and tables were compiled by the author.
2. Commodity Flow Data for Central Gulf Area
a. Port of Lake Chérles
(Refer to: Table 13, Chart 1)

Total Volume: 3,304,591 tons
Percent: 4.0%38 .

Major Commodities
1) Petroleum Products

a) Volume: 2,290,115 tons

b) Percent: 43%3g

c) Direction of Movement:
Coastwise to East Coast

d) Remarka: Gasoline and distillate fuel oils
accounted for two-thirds of petroleum shipments

2} Chemlicals

a) Volume: 847,615 toms

b) Percent: 16% _

¢) Direction of Movement:
Approximately one-third was domestic coastwise
and two-thirds foreign. All were outgoing
except 14,500 tons of incoming fertilizer.

3) Crude Petroleum

a) Volume: 838,839 tons
b) Percent: 16%
¢) Direction of Movement:
‘Coastwise shipments to East Coast

38This reflects Lake Charles oceangoing volume as a percentage of
total oceangoing volume in the immediate superport serviceable area:
(Lake Charles to Mobile). : '

39This reflects the ratio of petroleum product movements to all
product movements for Lake Charles.
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Table 13

OCEANGOING FREIGHT TRAFFIC, 1970
(Short Tons)

Lake Charles
Jor4
2 Digic Digit Foreign Dowestic Coastwiee
Code Code Commodicy Total Imports  Exports Receipts Shipments
Total 5,304,591
01 FARM PRODUCTS
0103 Corn
0107 Wheat 13,841 13,841
0111 Soybeana )
: Other 541,643 2 502,488 39,153
10 METALLIC ORES
1011 Iron Ore &
Conc.
1051 Aluminum
QOres, Conc.
1061 Manganesc
Ores, Conc.
Other 3,260 3,260
1 1121  COAL & LIGNITE
13 1311 (CRUDE PETROLEUM 838,839 838,839
1é HON-METALLIC MIN.
EXC. FUELS
47 Phosphate Rock
1492 Sulphur, Dry
1493 Sulphur, Lig.
Other 159,272 156,319 1,185 1,768
20 FOOD & KINDRED '
PROD. _
204  GRAIN MILL PROD. 7,089 4,814 2,275
2061 Sugar
- 2062 Molasses
Other 12,894 2,237 3,285 9 7,363
26 PULP & PAPER
PROD.
2611 Pulp 20,163 20,163
2631 Paper &
Paperboard 100.806 100,525 ) 281
Other 4,326 49 611

3,666

Continued next page
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Continuation of

Table 13

OCEANGOING FREIGHT TRAFFIC, 1970

(Short Tons)

Lake Charles
Joréd
2 Digit Digit Foreign Domestic Coastwise
Code Code Commodity Total Importa Exports Receipts Shipments
28 CHEMICALS & ALLIED PROD. ‘
281 Basic Chemicals 768,055 767 491,389 514 ‘275,385
287 Fertilizers & Mat. 34,858 13,896 14,500 6,462
Other : 44,702 4b 422 280
29 PETROLEUM & COAL PROD. oo
2911 Gasolins= 983,814 14,489 969,328
2912 Jet Fuel 282,867 - 282,867
2913 Kerosens 157,851 11 157,840
2914 Distillate Fuel 0il 465,427 465,427
2915 Residual Fuel 0il 133,853 14,455 119,398
2916 Lubricating 011 & .
Creases 167,815 40,065 127,750
Other 98,488 5,969 2,672 89,847
33 PRIMARY METAL PROD.
Iron & Steel, Prim.
Iron & Steel Shapes, 824 824
Exc. Sheets
Iron & Steel Plates,
Sheets :
Other . 398,224 19 398,195 10
3% FABRICATED METAL PROD.)
35 MACHINERY, EXC. ELEC. } . o
36 ELECTRICAL MACH. SUPP.) 27,544  27,00% 89 252 194
& EQUIP. )
37 TRANSPORTATION EQUIP. }
40 WASTE & SCRAP MATERIAL
4011 Iron & Steel Scrap
Other _ .
OTHER COMMODITIES 38,136 8,040 22,067 8,029
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4) TFarm Products

a) Volume: 516,000 tons

b) Percent: 10%

c) Direction of Movement:
Primarily foreign exports

Mississippl River: WNew Orleans to Mouth of Passes
(Refer to: Table 14, Chart 2)

Total Volume: 93,822,477 tons
Percent: 78%

Major Commodities
1) Crude Petroleum

a) Volume: 22,224,602
b) Percent: 24%
¢} Direction of Movement:
Outbound coastwise shipments to East Coast

2) TFarm Products

a) Volume: 21,170,494 tons
b) Percent: 23%
e) Direction of Movement:
Primarily foreign exports of soybeans and cotn

3) Petroleum Products

a) Volume: 17,076,544 tons

b) Percent: 13%

¢) Direction of Movement:
Primarily gasoline and kerosene destined for the
East Coast : :

4) Metallic Ores
a) Volume: 9,411,498 tons
b) Percent: 10%
¢) Direction of Movement:
Dominant commodity was foreign imports of
aluminum ores (7.2 million tons)
Mississippl River-Gulf Outlet
{Refer to: Table 15, Chart 3)

Total Volume: 2,659,173
Percent: 2%
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Table

14

OCEANGOING FREIGHT TRAFFIC, 1970
{Short Tons)

Mississippl River - New Orleans to Mouth of Passes

Jork .
2 Digit Digit Forelgn Domeatic Coastwise
Code Code Commodity Total Upbound  Downbound Upbound  Downbound
Total 93,822,028
01 FARM PRODUCTS © 21,170,494
0103 Corn 10,495,606 2,944 10,388,190 154,472
0107 Wheat 1,891,521 1,872,418 19,103
0111 Soybeans 7,987,572 : 7,982,351 5,221
"Other 795,795 458,364 280,059 952 56,420
10 "METALLIC ORES
1011 Iron Ore &
Cone. 675,218 675,122 96 3
ins1 Aluminum
Ores, Conc. 7,210,121 7,210,055 66
1061 Manganese
Ores, Conc. 842,732 839,674 2,274 784
Other 683,427 657,730 25,6497
11 1121 COAL & LIGNITE 4,007,537 381 302,647 3,704,529
13 1311 CRUDE PETROLEUM 22,224,602 182,621 518,547 53,936 