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15 Socio-Economic Assessment 

15.1 Introduction 
This section describes: 

• the socio-economic setting 
• project economics 
• project employment effects 
• project population and service provider effects 
• project transportation effects 

This socio-economic assessment updates the assessment submitted as part of the 2006 
Joslyn North Mine Project Alberta Energy Utilities Board–Alberta Environment 
Integrated Application (2006 Integrated Application) and considers: 

• developments in the regional socio-economic environment, including new public 
policy responses and additional public investment in infrastructure and services 

• increased project capital costs 

• refinements in planned project design and execution 

15.2 Socio-Economic Setting 

15.2.1 Planned Oil Sands Developments 
The oil sands industry was in a strong development phase when the 2006 
Integrated Application was filed. Since then, several projects have come onstream in the 
oil sands region and five additional projects were under construction in early winter 2009. 
A number of oil sands projects have been cancelled or delayed because of increasing 
capital costs, reduced product prices and general uncertainty associated with the 
economic downturn in 2008 and early 2009. 

Capital budgets for 2010 indicate that some investment in oil sands projects is resuming. 
Oil sands development is likely to proceed in a more measured fashion compared with 
the period leading up to 2008, reflecting industry consolidation, operational challenges 
and reduced access to capital. 

15.2.2 Population Growth 
The population of the Regional Municipality of Wood Buffalo (RMWB) has increased in 
response to development of the oil sands industry. The population of Fort McMurray 
increased from 61,400 in 2006 to 72,400 in 2008. In rural areas of RMWB, the 
population increased from 3900 in 2006 to 4680 in 2008 (RMWB 2009). The on-reserve 
populations in the region have remained relatively steady between 2006 and 2008. The 
nonpermanent population, consisting of mobile construction workers, increased from 
10,440 in 2006 to 26,284 in 2008. 
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Although population counts are not available for 2009, the downturn in the economy is 
reflected in a reduction of about 15% in the estimated number of mobile workers 
(OSDG 2009). Population modelling indicates lower population growth in the region in 
2009 compared with previous years. 

15.2.3 Socio-Economic Effects 
The growth in the regional population resulted in the following effects on infrastructure 
and service providers in the region: 

• difficulty in recruiting and retaining personnel, although there appears to be some 
relief from this pressure in the economic slowdown during 2008–2009 

• high business costs, reflecting both the difficulty in recruiting and retaining personnel 
and high inflation in contractor costs 

• challenges that most public service systems face responding to the unique nature and 
high population growth pressures of the region (e.g., provincial land release for 
residential development, school and medical facility expansion, growth in municipal 
physical infrastructure and expansion of recreation facilities) 

• effects on the region’s transportation infrastructure from increasing traffic levels 
driven by oil sands development 

• difficulty in finding volunteers because of high migration among the region’s 
permanent residents, demanding work schedules and the presence of a large 
workforce who commute to work in the region 

15.2.4 Responding to Regional Socio-Economic Effects 
Since 2006, substantial developments have occurred in the regional socio-economic 
environment, including new public policy initiatives and additional public investment in 
regional infrastructure and services. 

The Government of Alberta commissioned a report on oil sands growth effects in the 
RMWB (Radke 2006) and measures to respond to those growth effects, including 
providing additional funding to the region. The government also created the Oil Sands 
Sustainable Development Secretariat (OSSDS), which prepared Responsible Actions: A 
Plan for Alberta’s Oil Sands (Alberta Treasury Board 2009). The OSSDS planning 
initiatives include: 

• a Community Development Plan, which will accelerate housing development in the 
Parson’s Creek and Saline Creek Plateau areas of Fort McMurray 

• the Alberta Regional Social and Economic Infrastructure Model (ARSEIM) 

• the Comprehensive Regional Infrastructure Sustainability Plan (CRISP) 

The RMWB, with support from the province, has been planning for growth in 
Fort McMurray and other communities. Key planning studies include: 

• The Fringe Area Development Assessment, Urban Service Area report 
(Preitsakis 2007) which was developed to guide land releases and neighbourhood and 
infrastructure development that will support an urban population of 96,000 

• a housing needs analysis for the RMWB (IE 2008) 
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• the Lower Townsite Area Redevelopment Plan 

• area structure plans for the rural communities in the RMWB to indicate where 
population growth in the region can be accommodated 

The Government of Alberta is also preparing the Lower Athabasca Regional Plan 
(LARP) under its Land Use Framework. All planning for the region will need to be 
consistent with the LARP. 

For an overview of Government of Alberta initiatives to address the region’s growth 
challenges, see Table 15.2-1. 

Table 15.2-1 Government of Alberta Initiatives in the RMWB 
Area Initiatives 

Housing • Allowance of $1040/month for Government of Alberta employees and employees of other 
provincially funded organizations in Fort McMurray (Alberta Treasury Board 2007). 

• Land release and $241 million in support of the Parsons Creek and Saline Creek Plateau 
developments. These communities will house approximately 40,000 people. A certain portion 
of the developments will include affordable housing (AHUA 2009). 

Health • Allocation of $200 million from 2007–2009 to address health-related needs, which included: 
▫ providing a northern living allowance to health workers in the Northern Lights Health 

Region (NLHR) (now the Alberta Health Services [AHS] Northeast Region) 
▫ construction of three health clinics, staff accommodations and a helipad 

• Allocation of $6 million in February 2008 for expansion of the NLHR Centre (i.e., 
redevelopment of ambulatory care) and $35 million for long-term care centre construction 
(on hold/under study). 

Education • Construction of a number of additional schools in the region, including: 
▫ St. Martha Elementary/Junior High School, which opened in fall 2006 
▫ Anzac Grade 5–12 school, to be completed in 2010 
▫ Ecole McTavish Junior High School, to be completed in 2011 
▫ Catholic Junior/Senior High School, to be completed in 2011 

• Allocation of funds for other capital projects, including additional modular classrooms and 
school modernization projects. 

Municipal 
infrastructure and 
services 

• Allocation of the following funds to the municipality: 
▫ $3.6 million over three years to provide planning support to the RMWB (Government of 

Alberta 2007) 
▫ $103 million in funding in addition to a $136 million, four-year interest-free loan to build a 

replacement sewage treatment facility and an upgraded water treatment plant in 
Fort McMurray 

▫ an additional $30 million in support of the lower townsite wastewater collection system 
upgrade and $15 million in support of regional landfill development (Government of 
Alberta 2008) 

▫ Municipal Sustainability Initiative funding of approximately $225 million over the next 
10 years (AMAH 2007) 

Social/ 
community services 

• Allocation of $52.5 million for affordable housing, shelter operations and rent supplements 
(Government of Alberta 2007). 

• Additional funding for childcare in the region, including commitment of $2 million toward a 
new childcare facility in the region (ACYS 2007, 2008). 
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Table 15.2-1 Government of Alberta Initiatives in the RMWB (cont’d) 
Area Initiatives 

Transportation • Twinning of Highway 63 from the Highway 881 intersection to the Highway 69 intersection, 
and between Suncor and Syncrude. 

• Repaving and intersection and alignment work on the section between Beacon Hill and 
downtown Fort McMurray. 

• Construction of a five-lane bridge across the Athabasca River in Fort McMurray, at a cost of 
$127 million and target completion date of 2011. 

• Construction of interchanges at the intersections of Thickwood Boulevard and Confederation 
Way with Highway 63, with an estimated cost of $300 million and target completion date of 
2011. 

• Twinning of a southern segment of Highway 63, with an eventual plan of twinning the entire 
segment between Grassland and Fort McMurray. 

• Improvements to the Fort McKay turnoff, including twinning near the intersection and 
construction of turning and acceleration lanes. Both industry and the Government of Alberta 
contributed funding to the project. 

RMWB initiatives to respond to growth include expansion of: 

• water, sewer and solid waste and local road systems 
• RCMP force and detachment buildings 
• regional emergency services providers and fire halls 
• recreational facilities, including a major redevelopment of MacDonald Island 

Oil sands companies have also responded to growth challenges through community 
investment programs supporting regional service providers. Several companies are 
operating projects on a fly-in/fly-out basis (and others are considering such an approach), 
thus reducing effects of their operations on regional service providers. 

15.3 Project Economics 

15.3.1 Capital Expenditures 
Project construction costs have changed, reflecting: 

• construction costs of new upstream oil and gas facilities worldwide which increased 
12% to 16% annually between 2004 and 2008 and declined about 8% in 2009 
(CERA 2008a, 2008b, 2009) 

• refinements to project design 

TEPJ anticipates that the project’s capital costs will be about $7 to $9 billion. A capital 
cost estimate of $8 billion is used in this assessment, reflecting the midpoint of the 
$7 billion to $9 billion range. For the type and geographic location of the project’s 
expected capital costs, see Table 15.3-1. The information in Table 15.3-1 is based on 
general industry benchmarks and procurement trends as reflected in the input/output 
tables of the Alberta economy. 

Actual procurement patterns might differ at the time of project construction because of: 

• capacity constraints resulting from expected future economic activity and demand for 
labour and goods and services 

• changes in the provincial economy over the construction phase 
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The Alberta economy, including the RMWB, is expected to receive 49% of project 
construction expenditures, with an additional 20% accruing to the rest of Canada. The 
balance of 31% is expected to accrue to foreign suppliers. The amount of capital 
expenditures estimated to accrue to the region is limited as most construction workers are 
expected to be recruited from outside the region and most of the equipment and materials 
are planned to be sourced from suppliers outside the region. TEPJ is working with the 
Wood Buffalo Chamber of Commerce and the Northeast Alberta Aboriginal Business 
Association and their Regional Economic Development (RED) Link program to use local 
companies as much as possible. 

Table 15.3-1 Capital Cost by Expenditure Type and Geographic 
Region ($1000s) 

Expenditure Type RMWB 
Other 

Alberta 
Other 

Canada Foreign Total 
Labour 193 1338 643 27 2200 
Equipment and materials 146 1570 828 2464 5008 
Engineering 43 632 90 28 792 
Total 381 3540 1561 2518 8000 
% of Total 5% 44% 20% 31% 100% 

NOTE: 
Totals might not add up to sum of individual values because of rounding. 

15.3.2 Operations Expenditures 
Estimated operations expenditures for the project, excluding energy purchases, are 
$580 million to $620 million annually, once full production is reached in 2018. This 
amount includes expenditures on sustaining capital and maintenance turnarounds. 
Total annual operational expenditures will vary depending on production levels achieved, 
maintenance activity undertaken and variations in major input prices. 

15.3.3 Total Expenditures 
Expenditures associated with constructing and operating the project constitute income for 
contractors, suppliers and workers who, in turn, spend part of their income on supplies 
and services, compounding the income effects of the project. Based on published 
multipliers (Alberta Finance 2009), the income effect of the project is estimated at: 

• $7 billion on the total direct, indirect and induced gross domestic product (GDP) 
during construction and $580 million to $615 million (excluding energy) annually 
during operations 

• $4.6 billion on household income during construction and $255 million to 
$275 million annually during operations 
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15.3.4 Revenue to Government 

Property Taxes 
The project will add to the RMWB’s assessment base and TEPJ will pay municipal 
property taxes, estimated at approximately $52 million per year, an increase from the 
estimate of $8 million per year in the 2006 Integrated Application. This estimate is based 
on current assessment standards and 2009 tax rates. Tax rates are under the jurisdiction of 
the RMWB and could change over the life of the project. 

Corporate Taxes and Royalties 
Royalties and taxes paid to the Alberta and federal governments are estimated at 
$10.5 billion over the life of the project. This is an increase from the estimate of 
$7.5 billion in the 2006 Integrated Application. Tax and royalty payments will vary 
depending on a variety of factors, particularly the oil price. Assuming a benchmark oil 
price of US$85 (West Texas Intermediate), the estimate in this assessment reflects the 
new royalty regime in Alberta and the updated capital costs. 

15.4 Project Employment Effects 

15.4.1 Construction Employment 
Based on industry averages, it is estimated that project construction will create 
approximately 16,560 person-years of direct construction employment, consisting of: 

• 10,790 person-years of onsite construction employment 

• 3130 person-years of offsite construction employment in the manufacture of modules 
in fabrication yards 

• 2640 person-years of engineering work required for plant and mine construction 

The onsite construction workforce is expected to peak at 4100 workers between Q1 and 
Q2 2015. 

15.4.2 Operations Employment 
The full-time operations workforce is estimated at 1300, including contract personnel. 
The actual operations workforce will vary annually. 

15.4.3 Total Employment 
Direct employment will generate indirect employment with suppliers to the project and 
induced employment in the general economy driven by personal spending by direct and 
indirect workers. The total direct, indirect and induced employment effects are estimated 
at 42,400 person-years during construction and 3000 person-years annually during 
operations. Total employment effects are estimated based on published multipliers 
(Alberta Finance 2009). 
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15.5 Project Population and Service Provider Effects 

15.5.1 Population Effects 
Population growth in the RMWB is estimated to have slowed in 2009, reflecting 
cancelled and delayed oil sands projects. 

The RMWB has worked with stakeholders to develop a population forecast model. Draft 
results of the RMWB population model, which was released in November 2009, 
indicated a population in Fort McMurray of around 90,000 in 2018 and 133,000 by 2028, 
when bitumen production levels in the RMWB are predicted to be 4.6 million barrels per 
day. 

Population forecasts for the urban area of Wood Buffalo (Fort McMurray and 
Saprae Creek), using the Oil Sands Developer Group (OSDG) Urban Population Model, 
yielded results similar to the RMWB model. 

The OSDG model calculated that the maximum population effect from the project will be 
just over 3550 people (a 3.8% increase in the expected population) when construction and 
operations activities overlap, and if currently approved projects proceed. 

The long-term population effect from the direct, indirect and induced employment in the 
urban service area associated with the project is estimated to be approximately 
1140 people (a 1.2% increase in the expected population) if currently approved projects 
proceed. 

This estimate reflects the plan to use a project camp during operations, resulting in most 
(90%) workers and their families living outside the region. If all workers were to live in 
the urban service area, the long-term operations-related population effect of the project 
would be 6300. 

15.5.2 Housing 
The regional housing need associated with the project is estimated to be 345 to 410 units 
by 2018. This housing demand is equal to approximately 25% of the annual 
new-dwelling-supply response in the Fort McMurray market in 2008. 

The project camp will reduce the need for housing in the RMWB urban area by 1900 to 
2250 units. 

15.5.3 Service Provider Effects and Mitigation 
Demands on service providers in the region resulting from the project will increase 
commensurate with the relatively marginal and long-term population effect (see 
Section 15.5.1). 

Though the use of a camp will reduce effects of the project on service providers in the 
region, past experience has shown that camp-based workers have an effect on certain 
services in the region, including increases in: 

• the number of visits to medical facilities 
• demand on policing services 
• participation in some social support programs 
• demand for commercial services 
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For the mitigation measures TEPJ has previously committed to, see the 2006 
Integrated Application, Volume 2, Section E.3.3.2. In addition to these mitigation 
measures, TEPJ: 

• is developing an accommodation strategy for construction and operation of the 
project 

• signed a Memorandum of Understanding (MOU) with the Northern Lights Regional 
Health Authority (NLRHA), now the AHS Northeast Region, outlining TEPJ’s 
commitment to establish an onsite medical centre for the project. This medical centre 
will be equipped to provide stabilization of serious injuries, remote online 
consultation with a physician, first aid and dispensing of common prescription 
medicines. TEPJ will also contract for the provision of onsite ambulance services 
during operations. Access to the services for Fort McKay residents is under review. 

The project’s tax and royalty payments provide revenue that can be used by government 
to reduce regional effects attributable to the project. 

The project will also strengthen the presence of TEPJ as a corporate citizen in the 
RMWB. TEPJ will help address socio-economic concerns in the region by financial and 
in-kind contributions, including: 

• community investment 

• contribution to regional initiatives (as an individual company and through 
participation in OSDG) 

15.6 Project Transportation Effects 
Air transportation is planned to bring both construction and operations personnel to the 
region. The plan is to use the existing regional airport for this purpose. Personnel will be 
transported to the project area by bus. 

To mitigate traffic concerns, TEPJ: 

• has entered into an agreement with Canadian Natural Resources Limited (CNRL) for 
use of the CNRL road, which will reduce risks and concerns relating to increased 
commercial traffic travelling through Fort McKay 

• has contributed funds, along with other industry partners (CNRL, Shell and 
PTI Group Inc.), to upgrade the Fort McKay and Highway 63 turnoff 

• plans to bus workers between the project camp, worksite, airstrip and Fort McMurray 

• will coordinate with other operators to minimize overlap of shift changes and peak 
traffic levels 

TEPJ is also committed to: 

• participating in the OSDG Transportation Committee 

• consulting with the RMWB and appropriate government authorities to ensure 
minimum disruption of traffic on Highway 63, especially near Fort McMurray 

• communicating with the Fort McKay community regarding high traffic loads and 
volume to achieve minimum disruption to the community 
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