


- memorandum

L YA

et d Aleda

J:ea5" \7 " -l r; r.LS Division of Land *i.er "anagement

Esther C. ~unnicke date December 11, 1985
Commi ssi oner
HLE no 9105

TELEPHONE no 752-4346

Gary Gustafson, Chief subject Chappell Story
Land Management

Overviev."

As you know, Ronnie Chappell, Kenai-area reporter for the Daily-News, will
soon assert in his newspaper that the state allowed Cook Inlet Region, Inc,
(CIRI) co receive title to valuable state and federal Uland near Kenai,
including areas within and adjacent to producing gas fTields, as a result of
various implementation aspects of the 1976 Cook Inlet Land Trade. He will
also maintain that these conveyances occurred even though the state and CIRI
previously assured the |legislature that the trade would not reduce the
state"s oil and gas royalty revenue and chat these land transfers were
unnecessary under the terms of the trade. The complexity of the subject and
the seriousness of his allegations will [likely vresult iIn the Daily-News
running the story as a prominent daily sequence over the course of a week
during late December (probably beginning around December 20th).

I have been visited by Mr. Chappell five or six times over the last month
and have had several additional phone conversations with him. Mr. Chappell
has been working on this story almost full time the past month and has
interviewed numerous affected persons, including Bob LeResche, Guy Martin,
Michael C. T. Smith, Chip Dennerlein, Tom \ am, Roy Huhndorf, George
Kriste and Bill Van Dyke.

As I understand the situation, all related decisions occurred during
1978-1980 under the tenure of prior state admint .~rations. Nonetheless, 1
believe the public and legislature will still look to the department for a
prompt explanation, as well as assurances that the situation could not
happen again.

Therefore, in order to facilitate a consistent departmental understanding of

this rather complex matter, 1 have assembled a summary of the pertinent
aspects of the Cook Inlet Land Trade which 1 believe will be tied to the
substance of the Chappell story. In addition, 1 conclude with suggestions

for dealing with the situation, including steps to insure that this type of
cccurance will not be repeated.

At the onset, it needs to be recognized that CIRI obtained someof its
subsurface interests iIn the Kenai area entirely independent of any state
action or interface. By virtue of Section 11(a)(2) of ANCSA, the Village of
Salamatof was able to obtain title to the surface estate to certain state
land, with CIRI obtaining the subsurface estate. In addition, CIRlI also
received “land within the oldkenai National Moose Range as aresult of
direct federal conveyances required by the Cook InletlLand Trade.



The state and rederal subsurface c.nveyances to CIRI, soon to be referenced
by Chappell, occurred in accord with three separate implementation aspects of
the 1976 Cook Inlet Land Trade. First, approximately 72,000 acres of state
land were nominated for transfer to CIRI iIn 1978 as part of the state’s
conveyance obligation from the Kenai Pool. This conveyance included
numerous state oil and gas leases near Kenai, including one producing lease
(ADL 22330). Second, a Kay 7, 1979 Memorandum of Understanding provided
thac the state convey CIRlI specific subsurface Ulands near Kenai iIn tne
Cannery Loop unit. Third, several 1979 and 1980 nominations to CIRI1s
in-region selection pool resulted in CIRI"s receipt of federal subsurface
lands within and adjacent to the Kenai unit. The significance of receiving
title to land adjacent to a producing unit is discussed later in the section
of this memorandum dealing with ANCSA Section 14(Q)-

Terms and Conditions

The August 31, 1976 Cook |Inlet Land Trade, Tformally entitled "Terms and
Conditions for Land Consolidation and Management in the Cook Inlet Area"
(Terms and Conditions), provided a mechanism for CIRl to obtain land
otherwise unavailable 1in region due to prior competing land claims and
conveyances (mostly state). The document was signed by the Secretary of
Interior, CIRI and tne state, ratified by the Alaska State Legislature, and
served to settle litigation between CIRI and the U.S.

Among other things, the Terms and Conditions provided that CIRlI would
receive title to some 475,000 acres of state land from within several land
pools (Kenai, Kashwitna, Knik-Willow, Chickaloon, Pt. McKenzie and Beluga).
In addition, an in-region land pool was established for CIRlI to receive
future  federal property dispositions, subject to state review and

concurrence.

Mike Smith, then Deputy Commissioner of the department j;and defacto Director
of the Division of Lands) was the state®"s principal Terms and Conditions
negotiator. Other department employees played minor support roles. When
Smith left state employment in the spring of 1979, the department no longer
had the benefit of a direct historical perspective for implementation
purposes and instead became reliant upon second-hand opinions and a somewhat
disorganized and incomplete historical file. CIRI, on the other hand, still
employs many of the original playt.s and also maintains a very accurate and
complete historical file and land record system.

My research into our records shows that the state and CIRI took pains in
1976 to explain to the legislature that CIRI would not receive any producing
oil and gas lands from the state, nor would state royalty receipts be
affected adversely by the trade. I have copies of testimony by botn Mike
Smith and Roy Huhndorf (President, CIRl) 1in which they assured various
legislative committees that the state would not convey to CIRI any producing
oil or gas lands as part of the trade. In addition, my recent discussions
with Mike Smith have confirmed that it was the state®s intent at the time to
retain all cil and gas land with potential or known value.



Kenai Pool

The Kenai Pool state conveyance obligation to CIRI 1is specifically outlined
in Appendix C (1.A.5.) of the Terms and Conditions. It requires the state
to convey 115,200 acres on the Kenai Peninsula to the U.S. (for reconveyance
to CIRI). The specific location of this acreage is to be determined to the
maximum extent possible by mutual agreement. If CIRlI and the state can not
agree on all land, tnere is established a mechanism by which the state will
identify an array of state land equal to 1.5 times the amount in
disagreement, from which CIRI will choose its remaining entitlement. As
best as 1 can determine, there has been no subsequent disagreement over
lands among the parties. Therefore, state conveyances to the U.S. have
proceeded unabated with only about 3,750 acres from the Kenai Pool remaining
to be conveyed. Incidentally, the Terms and Conditions specifically
required in Appendix C that the state convey alJJ_ land title and interests,
including minerals, to the U.S. for reconveyance to CIRI.

On October 9, 1978 the department nominated some 72,000 state acres for
conveyance to CIRI in partial fulfillment of the Kenai Pool obligation.
This acreage included all or part of approximately 58 state oil and gas
leases, of which approximately 48 were eventually conveyed. Included within
these lease tracts was one producing state oil and gas lease (ADL 22330).
This producing lease was then conveyed to CIRI even though all affected
state agencies had the prior opportunity to review and comment on the
nominations and no objections were raised.

May 7, 1979 Memorandum of Understanding

On May 7, 1979, the state, CIRI, Seldovia Native Association, Inc. and the
Kenai Peninsula Borough entered into aMemorandum of Understanding (MOU)
which, among many other things, identified specific state lands (subsurface
estate only and surface estate only) near Kenai to be conveyed to CIRI as
part of the Kenai Pool state conveyance obligation. Specifically, in return
for CIRI"s relinquishment, or conveyance to the state, of approximately
9,320 acres of ANCSA 14(F) subsurface entitlement in Kachemak Bay State
Park, the state agreed to convey CIRlI 9,398 acres of surface estate and
7,933 acres of subsurface estate identified in Appendix E to the MOU. The
subsurface estate thus obligated to CIRl is located near Kenai and included
593 acres (100 percent) of a producing state oil and gas lease within the

Kenai unit (ADL-00460) . In fact, theMCj resulted,or will result, in
CIRI"s eventual acquisition of approximately 75 percent of the entire
Cannery Loop unit. Approximately 2,680 acres of the subsurface estate,
including 940 acres subject to federal oil and gas leases, has not yet been
conveyed to CIRI, because the state only recently received title to these
lands. A portion of these lands were also erroneously conveyed to the state
by the BLM. The significance of this will be discussed later in this
memorandum.

The MOU (also known as Kachemak 1), was principally negotiated on the state
side by Chip Dennerlein, then Special Assistant to Commissioner LeResche.



Our records are inconclusive as to tne extent that Denerlein involved other
departmental agencies in the prior review of the MOU and Appendix E lands.

However, there 1is a May 4, 1979 memo in the file from Bill Van Dyke,
Petroleum Engineer, Division of Minerals and Energy Management (DMEM) to
Bill Beaty, Division of Research and Development (DRD). This memo is
significant for several reasons.First, it assigned a range of potential
oif and gas worth to the MOU Appendix E subsurface lands of between
350,000,000 and $120,000,000 (with $85,000,000 as the most likely value).
It also recognized that the Appendix E lands were located in very high oil
and gas potential areas, with a well being drilled on one tract and another
being spudded on a different tract (Chappell, who lived iIn Kenai at the
time, will report that a Union 76 exploratory well had already hit gas
during mid-April, 1979). Finally, it 1is very unusual that the DMEM memo
response was dated May 4, 1979, when in fact, Commissioner LeResche had
already signed the MOU on behalf of the state on May 1, 1979 (the Ilast
signatory occurred May 7, 1979). At the very least, this timing suggests
that the department"s negotiation arm was not adequately coordinated with

its mineral evaluation arm.

In-Region Pool

In addition to the Kenai Pool, the Terms and Conditions document included,
among other things, a mechanism for CIRl to receive another 138,240 acres

from several categories of federal land (Section 1.C.2.(a)). These Tfederal
land nominations are known collectively as the ™"in-region pool.” One such
category as outlined in Section [1.C.2.(a)(vi) includes "any other federal

lands as agreed by the state, CIRlI and the Secretary (of Interior),
including but not limited to lands withdrawn under Section 17(d)(1) of ANCSA
and not withdrawn for any other purpose.” Under Section 1.C.2.(a)(vi), the
state has unlimited veto authority (should we choose to exercise it) over
the inclusion of the 17(d)(1) 1lands in the CIRI pool.

On November 7, 1979, November 30, 1979, and March 27, 1980, the BLM notified
the state that certain 17(d)(1) lands near Kenai were being considered for

inclusion in the CIRI in-region ”~election pool. These nominations included
several tracts within or adjac. " to the Kenai gas Tfield, including areas
subject to federal oil and gas leases. Subsequent to the receipt of these

nomination notices, Bill Beaty sent out agency notices specifically asking
for state agency review and written response expressing concurrence or
objection to the proposed BLM action. In response to these notices, our
files reveal only one memorandum from DMEM dealing with subsurface
resources. On December 27, 1979, Jerry Kreitner and Bob Sanders of DMEM
wrote Bill Beaty to comment upon the nomination of two tracts of federal
land within one of the ((d)() CIRlI pool nominations. The tract under
review, in Section 28 of T5N, RIliW, S.M. was located within the Kenai gas
field. Although the DMEM memo reflected this circumstance, DMEM did not
recommend that the state object to the nomination. Therefore, based upon
this and other agency input (none of which included objection



recommendations), Amos Matthews, Director of DRD, wrote BLM on January 29th
to support CIRI"s selection of this land. In this manner CIRI received
title to 160 acres of subsurface estate within the Kenai unit.

CIRI similarly acquired several other subsurface tracts in or near the Kenai
unit as a result of these in-region pool nominations even though the
department reviewed and commented on all of them. For instance, on July 1,
1980, Alan Carson, Acting Deputy-Director of DRD, wrote tne BLM objecting to
the placement of certain nominated 17(d)(1) federal lands within the CIRI
pool, due to overriding public ownership considerations. However, other
lands in the same notice, including areas subject to Tfederal oil and gas
leases, were not objected to, and were thus allowed by the state to enter
the pool and were subsequently conveyed to CIRI.

Approximately 43 percent of CIRI"s existing royalty income from the Kenai
unit was obtained with state concurrence via the (d)(l) land in-region pool
mechanism. As far as 1 can tell, the state did not object to a single
nomination based solely or in part upon subsurface values or interests. The
resultant effect was the loss of the state"s 90 percent royalty share from
federal oil and gas lease revenue on these lands. 1 have not, however,

an opportunity to determine the extent of this lost revenue.

ANCSA Section 14(g)

I believe another contributing factor to account for CIRI"s receipt of
valuable state and federal oil and gas interests was a fundamental lack of
understanding by state officials of Section 14(g) of ANCSA during
implementation of the Terms and Conditions.

Section 14(g) provides that in the event a patent toan ANCSA corporation
does not cover all of the land embraced by a lease, the corporation is
entitled to a proportionate amount of revenue from such Ilease. This is
determined by multiplying the total of such revenue by a fraction in which

the numerator is the total acreage of such lease included in the patent and
the denominator is the total acreage contained in the lease. CIRI"s share
of a federal lease royalty is thus based upon the proportionate amount of

acreage owned by CIRlI within a particular lease. BLM does not segregate
that portion of a federal lease tract which may lie outside a unit
boundary. In other words,CIRlI can obtain a royalty share of a producing

unit merely by obtaining ownership to a portion of a lease participating in
a unit agreement, even if the portion acquired lies outside the unit area.
The resultant CIRlI royalty share 1is then based upon the acreage of the
portion of the jointly owned leasehold within the unit area, whether or not

the lease owned all or in part by CIRI is producing.

For example, if CIRI owns one-half the acreage ofa federal Ileasehold
outside a producing unit and the other one-half of the leasehold is
federally owned and in the wunit, CIRlI will receive about 12.5 percent
royalty from the unit - even though CIRlI does not actually own any land in
the unit. In addition, the state would lose that portion of its 90 percent

share of royalties from the federal Iland.
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The effect of 14(g) is considerable and should have been carefully
considered by the state prior to agreeing to convey CIRI parts of existing
leaseholds, or allowing the U.S. to convey such land to CIRI, even if the
area obtained by CIRl located was outside unit boundaries.

This subject was also recently addressed by Tom Meacham (former Assistant
Attorney General) in a November 6, 19c5 letter to Martin Richard of the
Department of Revenue. Meacham asserts tne position that the state"s 90
percent royalty share from federal Ileases should be maintained under 14(g)
as a third party interest, regardless of the land conveyance. Under the
Meacham approach, the state would retain its 90 percent royalty interest
until such time as the lease expires. On the other hand, my reading of the
Mineral Leasing Act (the basis for the state"s 90 percent royalty share)
leads me to believe that the state only benefits if the royalty accrues from
public land, not land transferred to an ANCSA corporation.

Summary

In my review 1 found no evidence to verify any allegation of impropriety by
state officials. However, Chappell®s research has identified a series of
actions which collectively suggest that during implementation of the Terms
and Conditions in 1978-1980, state officials either were unaware that the
legislature did not intend for CIRl to receive oil and gas resources and
revenue at the expense of the state and/or did not comprehend the effect
that Section 14(g) of ANCSA would have upon the state®"s royalty income.

It is alsoevident that state officials were not sufficiently coordinated
during their reviewof several proposed state and federal Uland conveyances
to CIRI, particularly with respect to mineral valuation responsibilities and

input. It 1is essential that all available resource information
(particularly with regard to the subsurface) be available to Iland
negotiators prior to making an informed final decision on a land
conveyance. It is equally important that land negotiators comprehend all

pertinent laws, statutes and other authorities which may have a bearing on
their actions.

Finally, it 1is unfortunate that state files pertaining to the Terms and
Conditions contain no comprehensive implementation guide for use by state
officials. This circumstance undoubtedly helped set the stage for
subsequent state failures to prohibit certain land conveyances to CIRlI or to
object to other federal conveyances.

Although the institutional memory problem (above) is not easily overcome, |
believe the department 1is today much better prepared to deal with the
situation. For 1instance, procedures are now in place to guide the state
review and comment of CIRl pool nominations. These procedures require that
state title reports be immediately prepared and used as a basis for
decision making. The title reports, prepared by the Division of Technical
Services (DTS), describe in detail the currer.® ownership status of the
subject land and clearly identify all affected third-party interests (such
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as oil and gas leases). The procedures also include agency notice and a 45
day agency review followed by written comments. In addition, the rules by
which the state must operate iIn response to the CIRlI pool nomination are
precisely outlined in the procedures.

Accordingly, the state"s decision to concur or object to a particular CIRI
pool nomination 1is thus now based upon Tull knowledge of all applicable
rules, third-party interests and resource values.

Recommendations

I u lieve there are several steps which the department should timely employ
to both clarify the legal aspects of the situation and to insure that the
remaining implementation aspects of the Terms and Conditions are properly
administrated and coordinated.

First, with regard to previous state implementation actions, | recommend
that the Attorney General®s Office infrrmally examine the following subjects
to assertain whether there may be grounds for future legal action.

1. Delegation of Authority - Chapter 19, SLA 1976 specifically
authorized the governor to undertake the Cook Inlet Land Exchange.
However, there is no evidence that the governorever delegated this
authorityto the commissioner. In addition, various past state
subsurface title transfers to CIRlI and the U.S. may have lackeo
proper delegation authority within the department. Although this
subject was previously examined by Tom Meacham in a November 26,
1980 Attorney General®s Opinion (A66-180-81) in which he concluded
there were no delegation problems, the authcrity for these state
conveyances should be reexamined.

2. Legislative Intent - During the 1976 legislative review of the
Terms and Conditions, state and CIRl officials specifically
assured the legislature that no state royalty revenue interests
would be lost as a result of the trade. If the Ilegislature then
subsequently approved the trade on this basis and royalty revenues
were then Ilost (whether or not intentional), what effect could such
action have upon implementation of the Terms and Conditions?

3. Erroneous Federal Conveyances - Under Section 6(h) of the Alaska
Statehood Act, where all of the land subject to a mineral lease,
permit, license or contract is selected and patented to the state,
the patented interest 1is granted to the state subject to the
interest and the state assumes administration. However, 1if only a
portion of the land within a mineral lease (etc.) is selected and
patented, then the minerals subject to such lease must be reserved
to the U.S. for the duration of the lease.

In 1982 the state received patent from the U.S. to 5,623 acres near
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Kenai, including lard the state was bound by the May 7, 1979 MOU to

reconvey to CIRI. However, the U.S. tailed to reserve the mineral
interests to these patented lands even though the conveyance
contained numerous partial lease tracts. Therefore, on March 21,

1985, the BLM recognized its mistake and requested that the state
reconvey the mineral interests in these erroneously conveyed
lands. The federal reconveyance request encompasses approximately
165 acres the state is obligated to convey to CIRI as outlined in
Appendix E of the May 7, 1979 MOU. The 165 acres incorporate parts
of two active federal oil and gas leases (A-028103, AA-19230)
within the Kenai and Canary Loop Unit agreements.

Given this situation, 1 believe the state should legally examine
t e BLM reconveyance request against our remaining conveyance
ODligation to CIRI. In order to protect any existing or potential

federal lease royalty payments accrued or due the state, It seems
preferable to return the mineral interests to the U.S. prior to any
conveyance to CIRI. This might be accomplished either through
title correction or via a reconveyance of the mineral estate.

Second, 1 also recommend that the department immediately request a formal
Attorney General®"sOpinion to determine the effect of Section 14(g) of ANCSA
on thestate®"s 90 percent royalty interest from federal oil and gas leases
where the land containing such leases is conveyed to an ANCSA corporation.

With regard to the vremaining in-region nominations to the CIRI selection
pool, 1 further advocate the following:

1. Adoption of department order - The department®s existing procedures
for the review and comment of BLM nominations to CIRI"s in-region
selection pool (as previously explained) should be adopted as a
department order. This order would incorporate our existing review
procedures, including title reports (of land and mineral estates),
interagency notice, review and comment (including the Division of
Oil and Gas) and clear explanations of the state®"s ability to
object to pool nominations. Alsu included in the department order
should be explanations of legislative intent of the Terms and
Conditions as well as Section 14(g) ov ANCSA.

2. Audit of Terms and Conditions Compliance - Although the state has
systematically proceeded to implement relevant aspects of the Terms
and Conditions, | know ofno comprehensive audit of state
compliance. The Division of Technical Services should be asked to
compile a summary report of specific state conveyances to date as
well as outstanding state land conveyance responsibilities. This
is particularly important as the f.tate"s obligations near
completion.
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Tom Hawkins, DLWM
Jir. Anderson, DTS
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Elizabeth Barry, AGO
rrancis Neville, AGO
John W. Katz, Governor®"s Office, Washington D.C.
Stan Fischer, AGO
Sharon Barton, Management
Carol Shobe, DTS
Bill Van Dyke, DOG
Ross Schaff, DGGS
Pedro Denton, DOM



M #

Recommendations: It 1s evident that the cost of power from
a hydroplant constructed with local labor i1s less than the
current cost of diesel generation. It is further evident

that the system will be easy to build, operate and maintain.
From these basic facts flow the following recommendations.

One of the hydro plants should be built. The most cost
effective plant iIs the 335 Kw capacity with 15" PVC and 12 ™
filament wound plastic pipe In the higher pressure sections.
The second and largest practical sized plant i1s the 420 Kw
capacity with 18" PVC pipe in the low pressure section and
16" steel pipe In the higher pressure section. IT the money
is available, i1t 1i1s recommended that the larger plant be
constructed. The reason is that i1t makes the fullest use of
the resources, and 1If a future requirement for more capacity
occurs, it would be very costly and difficult to add to the
smaller installation.

There is a question on the land status of the project. It
is understood the Federal Government may be negotiating a
1 nd trade with the Koniag Corporation for the land on which
the project would be sited. If an agreement iIs reached, use
of this jite may be gone fTorever, or may have difficult
restrictions which will create iIncreased costs, thereby ,
making the system uneconomical. It should be remembered, as
the project 1is currently visualized, the people of Larsen
Bay will pay for any increased costs. Therefore, 1t 1is
recommended that the @land status be clarified and that
action be taken to reserve the needed project land free from
Federal interference.

It I1s “vident that construction with local labor and wages,
on a force account basis, 1Is about one half the price of
contract work. It is also a known fact that high wages
Create the 1iIncentive to import Blabor which takes the local
residents out of the market. Further, the money that the
plant costs will be paid back by the community; therefore,
the community should receive any benefits that may accrue
from local employment. For these reasons i1t is recommended
that this project proceed on a force account basis.

The lower the interest rate and the longer the payoff period
the less expensive the annual cost of power will Dbe.
Therefore, 1t is recommended that the state continue to
explore the possibility of getting low interest money with
tax free bonds.



Questions -for Interior:

becrec*

The biggest issue is secrecy. Why won"t Interior take
this out in the open? And what are tne political
repercussions of dealing away 1002 lands (targeted by
C ingress for Wilderness study) behind closed doors?

The secrecy requires us to have blind faith in
Interior’s objectivity. It is also offensive as a
preemption of public and Congressional prerogative.

The history of secret land trades is not great. The
ASRC and CIRl trades affected big chunks of actual and
potential state revenue.

How about this? The State, ANCSA corporations, and
feds go to Congress to approve the opening of ANWR and
to allow an open, competitive exchange process for ANWR
lands that also protects at least. SOX of the state’s
expected entitlement under existing law.

Lands

How much, which part, of coastal plain is being
considered for exchange?

What is the oil and gas potential of the ’and that
will/might be offered? What information i1 available
to the different participants and the public about the
geology of affected lands? Which structures may be
included? Will this amount to high-grading of the best
lands iIn ANWR?

Can Interior characterize the possible revenue impacts
to the state and federal governments of the proposed
exchanges under existing law?

Are lands claimed by the State (havigability) being
traded away?

Process
What is the schedule for the exchange process?

Why is it secret? Wouldn’t the Department of Interior
reassure the public and gain more value by conducting
the process iIn open competition?



D:.es Interior believe that all parties now at the table
are willing participants who support the exchange
concept?

When will participants and the public learn about trade
terms (contracts, stipulations, tract selection
procedures)? Will the participants have to sign off on
these terms before knowing which tracts they will
receive”?

National Park_ lands

Why aren’t National Park lands included? The State has
been harassed by NFS for years to trade out inholdings
J.n Denalil and Wrangel 1s-St. Elias.

Are there poor relations between NFS and the Assistant
Secretary (for iInstance, recent national press on
Horn’s reorgartization plan for NFS)?

Shouldn’t Interior’s focus be on national, iInterests in
conservation, rather than on Refuge System interests?

Cgntract_terms

What has Interior done iIn response to the State
concerns as described iIn December and January? (nature
of the subsurface interest, acknowledgment of state oil
and gas and land exchange laws, usurpation of state
jurisdiction and authority, regional director authority
to approve units, water rights and groundwater,
su.bsistence easements)

What provisions for disputed acreage (nhavigability)?

Is Interior still redrafting the contract? Are
comments still coming In? Could the Legislature have
copies of the current and new drafts as they are-
prepared?

Will the contracts require local hire? (This is
constitutionally "more" permissible for lease? sale-type
situations than it would be in the legislation opening
ANWR.)

Reverter clauses? Why? At what cast? Does rescission
affect appraised value? Doesn’t rescission undermine
the touted possibility of environmental support for
some trades?

Is Interior considering planning to include overriding
revenue retention for the State? Include royalties,

t



rent. arid bonuses? How much? Gut ov the appraised
value of the federal lands or the trade lands (i.e.,
who pays the State?)

Are the contracts subject to NEFA? Endangered Species
Act? Will, the Congressional approval have to waive
these usual public protections?

How will the contracts treat 7(i>? Do the af fected
Regional corporations believe that, surface for
subsurface circumvents 7<i>? Does Interior concur?

How will drainage among landowners be treated?

Will these contracts be executed under ANILCA Sec.
1301, which allows administrative land exchanges?

Are the stipulations available yet? Do they affect
values? Are the state"s concerns considered?
IG3££_2<sli~&t Lon

When will tracts be i1dentified? Is tract selection
still scheduled for March 247?

Are the stipulations different, on each tract?

What access rights will exist across the tracts for
other tractholders and ths public?

What is the conflict resolution process, arid does it
still all jW broad measures of Secretarial discretion in
choosing final recipients? Will this process be
written down? Is it arbitrary?

When will the tract selection map be available to
participants, and the public?

Apnrsisals

How does USFWS deterrni ne public: interest values? Are
these values public? Will they be?

When will the Assistant Secretary make his decisions on
approving the appraisals? Will there be an appeal
process for disaffected participants?

How is subsurface resource potential determined?
Is there an inherent bias toward the valuation of ANCSA

lands? How cart the public and state be assured that
all the lands are appraised objectively and equally?



Stai:"_g£_Alaska_invglvemer C

What does Interior think is the State"s position at the
proposed exchanges and exchange process? Has the State
endorsed the trades in any way? Is the State an
interested participant that Interior believes wishes/
hopes to participate?

Are state concerns about the draft agreement, tract
selection, and stipulations being adequately addressed?

Why 1is the State keeping everything confidential? Does
the State have a formal Ilegal agreement to keep things
secret?

Questions for the State:

What 1is the State®s policy on trades

Now that CIRI and Koniag have each provided more info
on the trades, can the State express; a position as the
Governor indicated would happen (at his press
conference)?

Are state interests protected in the contract, the
tract selection process, and the stipulations?

Is the state considered by Interior to be a participant
in these trades, endorsing the process?

Has a state geologist sat down anc! figured out what
structures and high-potential lands could be lost in
the trade? Do we have good oil and gas attorneys
reviewing these contracts, etc., Tfor protection of our
basic iInterests? Has the process been too fast to
allow these basic steps?

Have revenue scenarios been figured out so that we can
characterise the general impacts of these trades?

Doss the State support reverter clauses? think that
the exchange needs public review before being completed
and going to Congress? want 7(ci) revenue-sharing on
ANCSA trade lands? accept the idea of any trades that
do not preserve at least a 37, share of what the state
would receive under existing law? want local hire
provisions in the exchange contracts? feel safe about
access across traded tracts, for state-owned submerged
lands and otherwise?

What state lands are on the table?



What :is the risk or losing our current 907 entitlement

on some lands and getting nothing back on highly
prospective lands?

What problems still exist from the state®s perspective
in the contract etc.?



ANWR, a WIN-WIN or a NO-GO

The current frenzy of activity in Alaskan political and industrial circles
concerning the development of ANWR is driven by the fact that the issue will

soon be before Congress. Government and industry have turned to the Arctic

National Wildlife Refuge as the best hope of boosting Alaska®"s present economy

and replacing Prudhoe Bay revenues as that field declines in the future. We
continually hear that the subsurface beneath the coastal plain of ANWR holds

the promise of "another Pruhoe Bay'". In the minds of many, ANWR has already become
the savior of the State. We are exhorted to clear all obstacles to development.
Before we give our all for the cause, however, we may want to give some hard thought
to just what deal we want to move. What are the State"s interests in ANWR? In
designing our State"s position it might help to reflect that this will not be the first
time the U.S. Congress has wrestled with the fate of the Arctic National Wildlife
Refuge. Though certainly not with finality, Congress has spoken rather directly
about ANWR in the past. As part of the Alaska National Interest Lands Conservation
Act, Congress proclaimed several outstanding values of the area. Congress
recognized ANWR (including the coastal plain) as one of the wildlife and natural
wonders of AMerica and the world. Congress also recognized the potential for
enormous energy reserves of significance to the Nation. Seeing the conflict in
these diverse superlatives, Congress chose a course of further study and future
consideration. Now Congress will decide whether ANWR"s outstanding wildlife

values and energy potential can be accomedated on the same peice of ground. Is

there a "best of both worlds™ ? Or must one win and the other lose? Ultimately,
there may be a compromise. However, it will not be a compromise in the traditional
sense. If ANWR is ever opened, guarantees of environmentally responsible development
will not be sufficient. Stringent protective measures will certainly be required,

but "mitigation” 1is often a code word for "something important has already been



lost, we just don"t know how much". The balance sheet for any consideration of
ANWR development must not only include environmental savings, it must include
environmental gains. The price will be high, because the currency is rare.

The Arctic National Wildlife Refuge is a natural resource which is not duplicated
Ol this planet. The undisturbed wholeness of its Arctic fish and wildlife habitats
is truij unique. The coastal plain is part of that whole. The Porcupine caribou
are not the central Arctic caribou. The narrow coastal plain is very different

from the vast central North Slope. The whole of ANWR is greater than the sum of
the parts. Any impact to the coastal plain will be a division, not merely a
subtraction from that whole. So to achieve balance, there must be gain, not

merely a minimizing of loss. Fish and wildlife habitat which cannot be duplicated
on the planet is stiff currency to trade in. It is not easy to find, but it does
exist - and some of it exists in Alaska. Some of the finest riparian habitats
(wetlands, lakes, river corridors) in the world are found in Alaska. Some of

the best of these are owned by Native corporations. From the Yukon Flats to the
Yukon-Kuskokwim Delta, and from Bristol Bay to Kodiak, salmon spawn and waterfowl
nest on private property. In the long run these lands will neither be fully
protected nor available for public use. Over the past year, several Native
corporation.- which own or control some of these lands have been negotiating with
the U.S. Department of Interior for subsurface rights in ANWR. Some of the "draft"
agreements are all but finalized. Some have promise, while others contain provisions
where the public takes the risks and the corporations take the gains. Land exchanges
may not be the anw/er. Certainly, they are not the whole answer. However, they
could provide on of the basis for balanced Congressional decision. They have
tremendous implications for all Alaskans, and they need to be scrutinized openly -
in Alaska as well as Washington. D.C. One thing is certain, if the subsurface

of ANWR leaves federal ownership (through exchange) the amount of money Alaska

can expect to make from any development of ANWR will be cut in half.



The State of Alaska recieves about 25% of the gross value of production of the
Prudhoe Bay field, including both royalties and severance taxes. Assuming a
standard royalty and no change in the State’s present severance tax structure,
Alaska would recieve approximately 22% of the value of oil and gas production
within ANWR. This is based on existing law under which the STate recieves 90%
of the bonuses and royalties generated by oil and yas development on federally
owned uplands. If the subsurface of ANWR became privately owned, the state would
recieve none of the bonuses and royalties. The State would still recieve severance
taxes. Under this scenario , the State"s share of overall value would drop
from 22% to 10.7%. The value of Prudhoe Bay to the State of Alaska in fiscal year
1986 was $3.2 billion. If ANWR is another Prudhoe Bay, a loss of half that amount
would be a loss of 1.6 billion per year. That is more money than the State is
projected to make this year from all oil and gas revenues combined. There might
even be further reductions in the State®"s share if Congress decides that a portion
of the remaining public revenues should be used to establish a trust fund for
the aquisition of fish and wildlife habitat in Alaska or throughout the United
0\
States. Since 25% of Alaska®"s oil and gas revenues are depositied into the Permanent
Fund, the economic implications directly affect each of us. The reality is that
even if ANWR turns out to be naother Prudhoe Bay for the oil industry, its not
going to be another Prudhoe Bay for all Alaskans. However, Governor Cowper
recently stated that if Alaska approaches the ANWR debate solely from the
perspective of our economic interests we are going to get nowhere fast. He pointed
out that we must think in terms of the National perspective. He is absolutey right.
That is not to say chat State interests and National interests will always be at
odds. The State may not be very interested in giving up billions of dollars in
prospective revenues, but the State should be very interested in insuring that
Alaskans have the chnace to enjoy some of Alaska®s finest outdoor opportunities.

Public aquisition of certain rivers and wetlands can accomplish this. Thus far,

the oil industry has taken the lead on ANWR developmetn. As one might expect,



indusrty has focused on the value of the oil. Oil companies haven®t talked
about environmental gain, only about minimal impact. If Congress opts for
development, the decision will presumably be made more for reasons on national
security and energy independence than for oil company profits. The Nation might
be just a secure leaving the ANWR oil in the ground for now. The Nation hasn"t
run out of oil. Alaska has run out of low cost, high gain oil. It is estimated
that only 40% of the Prudhoe Bay field will be recovered through primary and
secondary (primarily waterflood) techniques, A lot more oil could be brought
out, but it will be high cost, low profit. However, strictly in termsof
National security, the oil is there. What will be the National cost
if the coastal plain of ANWR is developed? Congress has already defined the
Development
Arctic National Wildlife Refuge in dual superlatives, A Proposals which are based
on the theory that "it won®"t hurt much"™ are out of balance and doomed tofail.
If there is to be a net gain for petroleum resources, there must be anet gain
for fish and wildlife resources. If the State of Alaska is serious about ANWR
this should be the foundation of its position. It"s a tough assignment. Win-win
strategies are not easily found. There may simply not be a "best of both worlds",
but if there is we are goiny to find it on the coastal plain of the Arctic

National Wildlife Refuge. Because without a win-win, ANWR is a no-go.
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Re ANWR land exchangee

This issue 1s shaping up to be the keyone 1in the
Legisiature’s consi(deration of HJR Addressing it openly
and completely is onV; way to win on /t.

The public has a lot of questions”™/as do legislators. For
instance, where are trae exchangesjf how does Interior come up
with subsurface apprailsals, wha”Tdo the agreements say (on
7(1) and reverter clauces, for A nstance) ?

The Legisiature/Resouraes Com/ittee should be seen as having
all the information and\alldjdlng all the affected parties to
speak up before passing\put/language. This will certainly
be a different approach \rdrn Stevens” pig-poke hardsell.

So in about two weeks, pejfhaps around February 1S, 1°d
recommend having a Commiiraee meeting on the topic of
exchanges! / \

1. U3DOl should cstme And explain what they’re doing.
What’s in the agreements? kVuch lands are involved? Are
the State’s lands DeiNQ seriously considered? Is it all
legal?

2. The State should coma and explain clearly what they
want out of land e:yrhanges. (Jowper’s "retreat into
obscurity”™ at his jSress conference cannot last for long; he
has to say whethew or not he can live with the agreements
under consideration by DOI. A™ we deserve to know how much
he really knows Jfbout them. \

3. The AI\$SA corporations Ehould bring their arguments
into public. Jan Huhndorf reallv convince people of the
points iIn his Jielegram? Will he|be as threatening in
public? Are fnere good reasons -fxr the state to endorse
some of the iarades?

4. Th* environmental ists anil the State might share
some common®ground5 w,, all want ~o retain public ownership,
and preserve revenue streams (some of which might be
dedicated to conservation purposes, according to Audubon’s
Anchorage people) -

5. According to Drue the repubs might be willing to
accept some kind of compromise language on land exchanges.
This might help take some wind out of Stevens” sails.

6. This is the kind of oversight/review that Congress
will conduct, but maybe too late. Elsewise no one else 1is
going to be watching Interior closely enough.



I think you can address these issues without getting into a
dogfight, and without addressing them you will not be able
to develop a true consensus position. We>d need to start

preparing pretty soon \o beysure that DOl would come out
here.

Ned
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5-0180Pd
Bannister

AMENDMENT

O ffered in the HOUSE By Adams

' TO: HCS CSSJR 7 (Resources)
Page 2, line 5, after "investment;":

Insert "and"

Page 2, following line 5:
Insert "WHEREAS the United States Department of the Interior is ex-

ploring a number of legislative r-r*"posals for the early oil and gas devel-

opment of the coastal plain;

Page 2, line 22, after "(43 U.S.C. 1653)":

Insert "; and be it

FURTHER RESOLVED that the Alaska State Legislature wurges the state
administration to be involved in all aspects of the Alaska National W ild-

life Refuge oil and gas development process to ensure that the best inter-

ests of the state are protectedll

-1- 2112188
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LEGIANVE AFFAIRS AGENCY

MEMORANDUWM February 15, 1988
SUBJECT: Compliance with Uniform Rule 49(5)
TO: Representative Mike Navarre

FROM: Theresa L. Bannister'll

Legislative Counsel

This memo accompanies the amendment that you have requested
to change the resolve clause on page 2* at line 7, to refer
to oil and gas exploration, development, and production in
the coastal plain of ANWR. The accompanying amendment w ill
bring HCS CSSJR 7 (Resources) into compliance with Uniform
Rule 49(5) by bringing the resolution’s content within its
title .

If I may be of further assistance, please advise.
Enclosure

TLB:bb
wkb2/092



5-0180Pe **
Bannister

I
A MENDMENT
Offel’ed in the HOUSE By N avarre
TO: HCS CSSJR 7 (Resources)
Page 2, line 7, after "onM:

Delete "management of t-he coastal plain

Insert oil and gas exploration, development, and production in the

coastal plain of the Arctic National W ildlife Refuge"

-1 2/15/88



STATE OF ALASKA
1988 LEGISLATIVE SESSION

No. 1

billversion-HCS SJR 7(RES)
PUBLISHDATE:HOUSE 2/1/88

FISCAL NOTE

EQUEST:

Revision Date: _U22J*2. _
Title: oil s Gas Exolor. and Dev. ANWR

Sponsor: Resources Committee
Requestor: Hnnse Resources Commiittee

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING Fy 88 FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0-

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYST* (Attach a separate page if necessary)

Prepared by: miltm racnr
Division : .Oil end Ga

m Uik ~

of Natural Resources

Approved by Commission
Agency: _ Deoart

Distribution (by preparer):
Legislative Finance
Legislative Sponsoi
Requestor
Office of Management and Budget
Impacted Agency(ies)

Agency Affected: N atural Resources
ggjj. Petroleum Management

Components

FY 91 FY 92 FY 93

Phone 465-7. 400

Date:
Dnte:V27/8e_

!//\



ASSUMPTIONS ON STATE REVENUE PROJECTIONS
FOR OWNERSHIP SCENARIOS (]
$10.00/hbl flat well head price rising with inflation.

Production and development scenario is a 3.5 Billion barrel
discovery.

Royalty percentage is 12.5% irrespective of royalty owner.
Bonus Value of $600MM on the producing tracts.
Severance taxes under current law.
Two scenarios were developed and the states revenue fran Bonuses,
Royalty and Severance tax were calculated.
20% FEDERAL OWNERSHIP
Severance = (total sev. tax x 20% x 87.5%) + (tota

Royalty = total royalty x 20% x 50%
Bonus = total bonus x 20% x 50%

Severance = (total sev. tax x 20% x 87.5%) + (tota
Royalty = total royalty x 20%
Bonus = total bonus x 20%

These calculations do not take into account the iInpacts on State revenue
of other taxes such as the AD Valorem tax or the Income tax



COALITION FOR AMERICAN ENERGY SECURITY

January 20, 1988

Kautie Codrskr

M, EdkETgpia CONGRESSIONAL ALERT
TO:- Members and Friends
FROM - Isabelle Tapia
RE Coalition Meeting on Tuesday, January 26

With more hearings being planned for the second st.ioion,
only one committee 1is ready to begin mark-up.

We anticipate the Senate Energy and Natural Resources
Committee to begin marlc-up of S. 1217 1in the near future. At
this critical time your personal visits and follow-up phone calls
are necessary.

Three points that should be iIncorporated into your message
to the Senate Energy and Natural Resources Committee are:

support opening the Coastal Plain to orderly
exploration and development under prudent
environmental regulations and stipulations;

oppose designation of this huge prospective
area as Wilderness as 1is proposed in S. 1804,
Senator Roth"s and Metzenbaum®s bill;

resist any amendments which would result in
further needless delay, or reduce the size of
the Coastal Plain available for leasing.

A Coalition legislative status meeting 1is scheduled for
Tuesday, January 26 at 2:30 p.m. in Room 418 of the Russell
Senate Office Building. (For your information, 418 Russell is
designated as a ""non-smoking”™ room). The meeting will be hosted
by Senators Murkowski and Stevens and Congressman Young. Please
call Debbie Steward at 333-7484 to confirm your attendance.

1050 Thomas Jefferson Street, N.W. - Sixth Floor, Washington, D.C. 20007 (202) 333-7484

Manufacturers Association + Natural Gas Supply Association *+ N I. Industries. Inc. + National Ocean Industries Association + National Tour
Association. Inc. * Petroleum Equipment Suppliers Association * Recreation Vehicle Industry Association + Rocky Mountain Oil and Gas Association
+ The Standard Oil Company * ‘litc National Grange + U.S. Chamber of Commerce + Western Oil and Gas Association



GUEST COLUMN

News from the Coalition for American Energy Security

January, 1988

STATE LEGISLATORS URGE CONGRESS:
APPROVE COASTALPLAIN DEVELOPMENT

B/SraoSmaBNe Y.

There’s a lot of discussion in
Washington these days about new oil
and gas exploration and development
in Alaska. Some predict possible
harm to the environment if the Coastal
Plain of the Arctic National Wildlife
Refuge (ANWR) is opened. At llie
South/West Energy Council, wc don’t
believe their predictions.

Members of the Council recendy
had the opportunity to visit the
ANWR Coasta Plain in extreme
northeastern Alaska. We saw first-
hand how oil is produced - under
strict safety and environmental
controls- at the Prudhoe Bay oil
field less than 100 miles away.

According to government and oil
industry experts, the ANWR Coastal
Plain holds the potential for significant
oil and gas production starting in the
year 2000. Butwe don’t need an
expert to teli us what development of
the area could do for our state.

ANWR could provide significant
benefits outside Alaska, including
more jobs for the citizens of Louisi-
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Balancing the Nation~ Energy Needs with Responsible Development of Alaska's Natural Resources

ana, not to mention the citizens of
other states. New jobs mean better
times for those out of work and a
healthier economy. All of us would
like that.

Only a small part of ANWR would
be opened to oil and gas exploration
and production. Currently before
Congress are two companion bilis that
r uld bring this about: S. 1217 and
H.R. 1082.

If passed and enacted into law, the
legislation would only affect the 1.5
million acre Coastal Plain (Section
1002 Area) of the 19 million acre
Refuge. The Ini rior Department
estimates that only about 12,000 acres,
or less than 19 square miles would be
directly impacted by oil development-
activities.

Should ANWR’s Coastal Plain be
opened to drilling and development in
an environmentally safe fashion?
Common sense says of course! Too
many uncontrollable economic and
political risks face this country to
delay opening the area. In short, the
U.S. needs the oil resources that
ANWR might contain.

We now are importing more oil
than during the Arab oil embargo in
1973, and the Department of Energy
has estimated that we will be import-
ing more than 50 percent of our
energy needs by 1990. It is time to act
to ensure a secure domestic .<-ource of
oil for the future.

Studies indicate that ANWR might
contain as much as 29 billion barrels
of oil and 64 trillion cubic feet of gas.

(continued on page 2)

ON CAPM o L

COASTAL PLAIN
DECISION LIKELY IN
1988 SESSION

The year ahead should bring
Congress to a decision poii.t on the
issue of oil and gas development on
the coastal plain. While the session
will be shortened by the upcoming
elections, most believe that our entrgy
posture warrants action.

Last year, four committees in the
House and the Senate held 22 hearings
related to the issue. This extensive
hearing record is likely to grow as
additional hearings are scheduled.

In the first session, there were five
bills pending on the issue: the Alaska
delegation bills (H.R. 1082 by Repre-
sentative Don Young and S. 1217 by
Senators Ted Stevens and Frank
Murkowski); the wilderness bills
(H.R. 39 by Representative Morris
Udal) and S. 1804 by Senator William
Roth); and a third approach by
Representative Walter Jones, which
delays development while the govern-
ment conducts a five-year exploratory
drilling program. Many believe the
Senate will act first, with a mark-up
in the Senate Energy Committee.

Whatever course the legislation
takes, it could not be soon enough
Oil imports continue to rise as
domestic production fa"s.At47 billion
dollars in 1987, oil comprises 25% of
our countries trade deficit. And, as of
last count, we had 30 ships with
20,000 Americans patrolling the
Persian Gulf.

Congressional action on a careful
program of exploration and develop-
ment for the Coastal Plain is in the
national interest

HELL



(Guest Column cortinned)

It’s been estimated that between 3.2
billion barrels and 9.2 billion barrels
can be recovered. Depending on the
price of oil and the amount recovered,
ANWR might yield net national
economic benefits of between $79.4
billion and $325 billion.

Sure, opening ihc Coastal Plain is
controversial, so was building the
Trans-Alaska Pipeline. Opponents
managed to delay construction of that
vital pipeline for four years, costing
millions of dollars. But, based on our
recent first-hand look at oil production
on Alaska’s North Slope, the oil
industry is doing an admirable job of
preserving areas where it operates,
especially in the frozen Arctic.

The oil industry’s record on the
North Slope of Alaska is something of
which all Americans can be proud.
Industry monitors migratory birds and
the populations o . flocks; digs channels
for fish to swim through near offshore
operations; and tracks whales from
Alaskan waters to Mexico and Hawaii
and back again. These are just a few
example”, but anti-development
factions ignore them.

In 1972, when opponents of the
Trans-Alaska Pipeline were lobbying
hard to stop the project, they testified:
“...the Arctic National Wildlife Range
(as it was designated then) has practi-
cally no exceptional or unique natural
value."

The environmentalists said that a
pipeline would do less damage if it
were built through the refuge. Amaz-
ingly, one recommendation called for
building a railroad through the area
instead of the Trans-Alaska Pipeline.

The ANWR Coastal Plain is
basically tundra. It’s vast, flat and
treeless. It’s occupied for a short time

Publishedby:
The Coalitionfor .
American Energy Security

For additional opies or further
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each year by the Porcupine car.uou
herd- a fact some groups would use
to prevent opening the area to oil and
gas development.

But another herd, the Central Arctic
herd, which makes the Prudhoe Bay oil
field its home each year, hasn’t been
hurt. In fact, the Central Arctic herd
has quadrupled in size in less than 15
years, growing from about 3,000 in
1972, to 13,000 in 1985.

Objective environmental research
has been performed for years: there
has been no measurable deterioration in
the fish and wildlife populations. Nor
is there any evidence that the habitat to
support fish and wildlife has been
harmed.

Oil exploration and development
can co-exist with wildlife in the Arctic
environment

We must not forget the positive
impact that oil development of
Alaska’ North Slope has had in every
state. Since 1975, this development has
generated $24 billion cf business
acdvity with 37,000 companies located
in all 50 states.

In Louisiana, some $148 million -
maybe more- was spent between
1980 and 1986 for equipment, supplies
and ser/ices for North Slope develop-
ment We believe that businesses and
workers throughout Louisiana also will
be majci participants in any future
industry activity in ANWR.

The net economic benefit that could
be realized from ANWR would be
distributed throughout the United
States. In addition, the impact on our
nation’s trade deficit would be
enormous.

Imports Grow
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We, as a nation, have the opportunity
to discover another giant oil field in
Alaska at a time when our domestic
reserves are declining and our oil im-
ports from unstable Middle East sources
are climbing. By carefully exploring
and developing ANWR’s Coastal Plain,
this nation has the chance to reduce our
reliance on imported oil through in-
creased domestic production: thereby
reducing our vulnerability to supply
disruptions and reducing our foreign
trade deficit.

Members of the South/West Energy
Council have traveled to Alaska to see
this area first-hand. All of our states
benefited from the development of
Prudhoe Bay and the construction of the
Trans-Alaska Pipeline. We would all
s iare in the jobs and economic develop-
ment from future, development within
ANWR.

That is why many of our members
will be telling their Congressional repre-
sentatives during die opening days of
the 1988 Congressional session that we
strongly “upport careful development of
the Coasuil Plain and oppose further
restrictions or delay. And that is why
both the Southern Legislative Confer-
ence and the Western Legislative
Conference have adopted similar policy
positions.

With America’s energy future at
stake, we simply can’t afford to delay
any longer.

Samuel Nunez is the President of the
Louisiana Senate and chairs the South/West
Ener?y Counciland the Louisiana Ener?y _
Development Stude( Commission. A geologist
ﬁytrammg, he willbe Chairman of the

ational Conference of Slate Legislatures
during 1988-89.



FLORA AND FAUNA

CAN MAN AND CARIBOU CO.-EXIST?

Mukondd: Dr. Jurbstad hae
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Bergerud: Well, I’ve been working with caribou since
1955. | was a chief biologist in Newfoundland for many
years and then the director of the game department.

I worked with the Newfoundland herds, then | worked
with the Labrador herds, the herds in Quebec, Ontario and
lately in British Columbia and the Nonhwest Territory. 1°ve
had one field on Alaska.

| spent 22 years on the
calving grounds when the
cows were giving birth. 1
spent 19 years with the
animals during the rut. 1°ve
devoted my whole profes-
sional life to the well being
of the species.

Murkonsld, I'm nterestsd
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Bergerud: Well, the calving grounds of most of the big
herds are on the northern edge of the annual distribution of
the herds.

The paper that I’ve been publishing, and is becoming
more generally accepted, is that caribou go to calving
grounds as an anti-predator strategy. They go to the very
northern edge of their range and this allows them to get
away from wolves. Wolves usually den along treclincs, so
that is the most important thing to keep in mind.

The caribou are going to calving grounds in my view to
escape wolves, not because there is some unique food
supply or forage there. Where the bulls are, south of the
calving grounds, the food is much better and if the cows
were really interested in food supply they would have stayed
back with the bulls. But, they've gone up to get away from
the predators.

Now because they’re worried about predators they arc
liable to disturbance- when they see a vehicle coming
down the road it represents a predator to them. They are lot
disturbed by die road without the vehicle. We can expect
that if we have a road with traffic in a calving ground that

the bulls will probably pay little attention to the road but

that the cows will move back perhaps a mile from

the road and then they will resume their normal activities.
In fact, we don’t want the caribou to habituate to the

traffic because in fact this is their natural predator response.
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Bergerud: It’s the disturbance that causes them to be dis-
placed if they are going to be displaced. It doesn’t
necessarily need to be traffic.

One person did a study
up there on the Central
Arctic Herd and he made a
fence and he had burlap
bags hanging on the fence.
When the bags flapped in
the wind, the caribou
avoided this fence, in my
view, because it resembled a
predator.

If you have things that
look like predators it’s the
predator response on the
road that makes them peel
awa. .

Mow this is mosUy the
cows and the calves. The bulls are nit nearly as shy of
predators. They actually go into the v. Mow valleys to feed.
That’s what they have to do to get big @ 1breed females.
Tne female has to stay away from predator ' so her calf will
live.

And even if there’s a lot of traffic on the road, the
displacement is only a mile on each side of the activity.
Also, if we do want to keep all the traffic going, wo will
lose a strip of occupation of about two miles wide.

The big thing is *hat we don’t have a burner. | don’t
see why we should worry about this two miles on each side
because the range is not limiting. And the herd can
continue to prosper.

Murkonsk. Howdoes the nose assodatsdwith te
activities ofmenaffiect the caribour?

Bergerud: | was in the Delta Herd in Alaska. That herd is
near an army base. Right at calving time the army people
used to come out with their big Huey helicopters which
really look sinister at very low elevations and the caribou
were so habituated to this noise that they didn’t even stand
up.

(continued on page 4)
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C ALENDATR OF EVENTS

January 25 President Reagan’ State of the Union Address
January 26 Coalition Meeting: Senate Russell Ofc. Bldg. 418 (2:30 p.m.)
February 9 NAM Luncheon: Speaker will be Senator Mark Hatfield (12:00,

Multnomah Club, Portland, Oregon). F Kmore information
comact Jean Ellen Wilson at (312) 698 J838.

(continuedfrom page 3) ANVWR Pd|Cy Satement

IVLI1<0/\EkI [b%gjl«nNof _ On July 18,1987 die Board of
n Directors of the American Associa-
CkHECDT&IWhﬂ”E tion of Blacks in Energy added their

voice to the growing concern about
America's energy future by adopting
Bergerud: | was over in Norway once the following resolution:
in 1979 and | watched a caribou herd

right in the middle of Army maneu- "Beit resohved thet e Aretican
vers. In Norway they manuever in the Assoaation ofBadsin EI'H%/E
national parks in unusual situations. erpnaxela:la:iofﬁads

The caribou were paying no heed to ;Saeardfmlerd ledsto

this. agnpaeseUsS
The Central Arctic Herd next to [IilQ/V\hd’I

the Porcupine herd of course has a mixﬂmofall

tremendous amount of development [xlenl]dL

and that herd has prospered: increas-

- pipes and feeder lines and so forth, IrdL[bdﬁ”UEOIiCEHpTH’t
axdedqnatofte
ing from some 3,000 to 15,000 during PIainofﬂ’eA‘dK‘,‘l\HtD‘d

the development. I think that’s the Wildiife RefLoe with necessaryand
acid case that shows that caribou can mmm
co-adapt to this. ] ofte

They cannot co-adapt to being GM[O’ITBTGdOfﬂ‘EI’g’ItSOf

take living side-by-side with an ethical
man.

over harvested, but they can certainly ﬂEmﬂBM’SOfﬂ'E
regos

ARCTICNOTES

Coalition for American Energy Security
1050 Thomas Jefferson Street, N.W.
Sixth Floor

W ashington, D.C. 20007

COALITION
M EM BERGSHIP

Alaska Oil & Gas Association, American
Association of Petroleum Landmen, Ameri-
Ci i Petroleum Institute, Americans for a
Rational Energy Policy, American Institute
of Merchant Shipprag, Arctic Slope Regional
Corporation, Associated General Contractors
of America, Association of Oil Pipelines,
American Mining Congress, BP North
America, Brown & Root, Caterpillar Inc.,
Chevron U.S.A.,Cooper Industries, Inc.,
Crowley Maritime, Dresser Industries, Fluor
Corp., Hehr International Inc., Highway
Users Federation, Independent Petroleum As-
sociation of America, International Associa-
tion of Drilling Contractors, International As-
sociation of Geophysical Contractors, Joint
Maritime Congress, Marriott Corporation,
NAACP - Anchorage Branch, National Asso-
ciation of Home Builders, National Associa-
tion of Manufacturers, National Association
of Realtors, National Cattlemen’s Associa-
tion, National Marine Engineers Beneficial
Association, National Marine Manufacturers
Association, National Coal Association,
National Ocean Industries Association, Na-
tional Tour Association, National Wool
Growers Association, Natural Gas Supply
Association, NL Industries, Petroleum
Equipment Suppliers Association, Public
Lands Council, Recreation Vehicle Industry
Associauon, Rocky Mountain Qil and Gas
Association, The Standard Oil Company, The
Nadonal Grange, U.S. Chamber of Com-
merce, and the Western Oil and Gas Associa-
tion.



ANWR LAND TRADES

State Concerns

- Negative impact on ANAR access.
- Negative impact on state revenues, economy.

- Poor public policy:

Benefits accrue to a select few.

Valuation of Native surface.

Valuation of AR subsurface (.giveaway).
Competitive leasing would be much superior.

B~ o o -

aVve € Cream.

est tracts have been selected and little remains.
e, LA

IV

Natives



STATE RECEIPTS
REVENUE SHARING - 50% FEDERAL/50% STATE

TRADE ACREAGE ONLY (STATE~NATIVE)

Federal Native State
Leasing Trade Trade Total
Bonus 50% 0 100% 50%
Royalty 50% 0 100% 5%
Severance 100% 114% 100% 107%
State Incane Tax 100% 100% plus 100% 100%
Tax on native
Royalty

Other Benefits:

- Realize revenue and jobs creation
at least 2-4 years earlv

- Native trades mean that bonus &
royalties that would have gone
to Washington, D.C. staying in the
state creating:

Economic activity
Personal wealth
Jobs

Recycle benefits

pONE

- Increased competition In subsequent
federal sale



SUMMARY :

-ITahr?dstadpeShas much to gain by participation in the AWR

- Improved chances of ANWR access.

#En er?b/eg state economy and higher royalty and tax

- (if eleration of t |m|ng % f ANWR exploration and ghOPe-
fu dv IoPm |s means earlier revenu e-
ceipts and earlier job creation.

® An objeptv should be to capture as r]]uch of AWR
ccgss environme nf al Bﬁ ment" LpOSS\b in e state.
rades are a natural mechanism o accomplish h|s

e Downside to this posi tion is low:

- Access WI|| kl be driven by national security
concerns and world ‘events.

f Congress will not aceﬁt these trades, the final
vote will not include them.

-Don]nmde to the state's active opposition to the trades

- D|scred|t|ng DOI hurts access.

-Discrepiting DOI and harming that relationship may
carry futurgé costs.

- Demotivating other advocates hurts access.
- Attacking land values is not in state's interest.

- "Environmental payment" and benefits likely to o
outsu{e n?]e stat ép.y ) :

ﬂ]e access .issue needs state leadership to unite the con-
Icting voices.
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“Approved: Trigg Twichell, Representative, United States of
America.

“Attest: Willard B. Mills, Secretary.”

Sec. 2. In order to carry out the purposes of this Act, and the
purposes of article XIII of this compact consented to by Congress by
this Act, the congressional consent to this compact includes and ex-
pressly gives the consent of Congress to have the United States of
America named and joined as a party litigant in any litigation in the
United States Supreme Court, if the United States of America as an
indispensable party to such litigation, and if the litigation arises out
of this compact, or its application, and if a signatory State to this
compact is a party litigant, in the litigation.

Sec. 3. The right to alter, amend, or repeal this Act, is expressly
reserved.

Approved Nov. 13, 1973.

TRANS-ALASKA PIPELINE AUTHORIZATION ACT

For Legislative History of Act, see p. 2417
PUBLIC LAW 93— 153; 87 STAT. 576

[S. 1081}

An Act to amend section 28 of the Mineral Leasing Act of 1920, and to
authorize a trans-Alaska oil pipeline, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That:

TITLE |

Section 101. Section 28 of the Mineral Leasing Act of 1920 (41
Stat. 449), as amended (30 U.S.C. 185),9 s further amended to read
as follows:

"Grant of Authority

“Sec. 28. (a) Rights-of-way through any Federal lands may be
granted by the Secretary of the Interior or appropriate agency head
for pipeline purposes for the transportation of oil, natural gas, syn-
thetic liquid or gaseous fuels, or any refined product produced there-
from to any applicant possessing the qualifications provided in sec-
tion 1 of this Act, as amended, in accordance with the provisions
of this section.

“Definitions

"(b)(1) For the purposes of this section ‘Federal lands’ means all
lands owned by the United States except lands in the National Park
System, lands held in trust for an Indian or Indian tribe, and lands
on the Quter Continental Shelf. A right-of-way through a Federal
reservation shall not be granted if the Secretary or agency head

92. 30 U.S.C.A. S 185.
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holders of rights-of-way and permits under this Act shall be liable to
the United States for damage or injury incurred by the United States
in connection with the right-of-way or permit. Where the right-
of-way or permit involves lands which are under the exclusive juris-
diction of the Federal Government, the Secretary or agency head
shall promulgate regulations specifying the extent to which holders
shall be liable to third parties for injuries incurred in connection
with the right-of-way or permit.

"(2) The Secretary or agency head may, by requlation or stipula-
tion, impose a standard of strict liability to govern activities taking
place on a right-of-way or permit area which the Secretary or agency
head determines, in his discretion, to present a foreseeable hazard
orrisk of danger to the United States.

"(?,) Regulations and stipulations pursuant to this subsection
shall not impose strict liability for damage or injury resulting from
(A) an act of war, or (B) negligence of the United States.

"(4) Any regulation or stipulation imposing liability without
fault shall include a maximum limitation on damages commensurate
with the foreseeable risks or hazards presented. Any liability for
damage or injury in excess of this amount shall be determined by
ordinary rules of negligence.

“(5) The regulations and stipulations shall also specify the extent
to which such holders shall indemnify or hold harmless the United
States for liability, damage, or claims arising in connection with the
right-of-way or permit.

“(6) Any regulation or stiplation promulgated or imposed pur-
suant to this section shall provide that all owners of any interest in,
and all affiliates or subsidiaries of any holder of, a right-of-way or
permit shall be liable to the United States in the event that a claim
for damage or injury cannot be collected from the holder.

“(7) In any case where liability without fault is imposed pur-
suant to this subsection and the damages involved were caused hy
the negligence of a tnird party, the rules of subrogation shall apply
in accordance with the law of the jurisdiction where the damage
occurred.

"Antitrust Laws

“(y) The grant of a right-of-way or permit pursuant to this sec-
tion shall grant no immunity from the operation of the Federal anti-

trust laws.”

TITLE 1l
SHORT TITLE

Sec. 201, This title may be cited as the “Trans-Alaska Pipeline
Authorization Act”.

CONGRESSIONAL FINDINGS

Sec. 202. The Congress finds and declares that:
(a)  The early development and delivery of oil and gas from Alas-
ka's North Slope to domestic markets is in the national interest be-
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cause of growing domestic shortages and increasing dependence up-
on insecure foreign sources.

(b) The Department of the Interior and other Federal agencies,
have, over a long period of time, conducted extensive studies of the
technical aspects and of the environmental, social, and economic im -
pacts of the proposed trans-Alaska oil pipeline, including considera-
tion ofa trans-Canada pipeline.

(c) The earliest possible construction of a trans-Alaska oil pipe-
line from the North Slope of Alaska to Port Valdez in that State
will make the extensive proven and potential reserves of low-sulfur
oil available for domestic use and will best serve the national in-
terest.

(d) A supplemental pipeline to connect the North Slope with a
trans-Canada pipeline may be needed later and it should be studied
now, but it should not be regarded as an alternative for a trans-
Alaska pipeline that does not traverse a foreign country.

CONGRESSIONAL AUTHORIZATION

Sec. 203. (a) The purpose of this title is to insure that, because
of the extensive governmental studies already made of this project
and the national interest in early delivery of North Slope oil to do-
mestic markets, the trans-Alaska oil pipeline be constructed promptly
without further administrative or judicial delay or impediment. To
accomplish this purpose it is the intent of the Congress to exercise
its constitutional powers to the fullest extent in the authorizations
and directions herein made and in limiting judicial review of the
actions taken pursuant thereto.

(b) The Congress hereby authorizes and directs the Secretary of
the Interior and other appropriate Federal officers and agencies to
issue and take all necessary action to administer and enforce rights-
of-way, permits, leases, and other authorizations that arc necessary
for or related to the construction, operation, and maintenance of the
trans-Alaska oil pipeline system, including roads and airstrips, as
that system is generally described in the Final Environmental Im-
pact Statement issued by the Department of the Interior on March
20, 1972, The route of the pipeline may be modified by the Secretary
to provide during construction greater environmental protection.

(c) Rights-of-way, permits, leases, and other authorizations is-
sued pursuant to this title by the Secretary shall be subject to the
provisions of section 28 of the Mineral Leasing Act of 1920, as
amended by title | of this Act (except the provisions of subsections
(h)(1), (k), (a), (w)(2), and (x)); all authorizations issued by the
Secretary and other Federal officers and agencies pursuant to this
title shall include the terms and conditions required, and may in-
clude the terms and conditions permitted, by the provisions of law
that would otherwise he applicable if this title had not been enacted,
and they may waive any procedural requirements of law or regula-
tion which they deem desirable to waive in order to accomplish the
purposes of this title. The direction contained in section 203(h)
shall supersede the provisions of any law or :egulation relating to
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an administrative iletermination as to whether the authorizations
for construction of the trans-Alaska oil pipeline shall he issued.

(d) The actions taken pursuant to this title which relate to the
construction and completion of the pipeline system, and to the ap-
plications filed in connection therewith necessary to the pipeline’s
operation at full capacity, as described in the Final Environmental
Impact Statement of the Department of the Interior, shall be taken
without further action under the National Environmental Policy
Act of 1969; and the actions of the Federal officers concerning the
issuance of the necessary rights-of-way, permits, leases, and other
authorizations for construction and initial operation at full capacity
of said pipeline system shall not be subject to judicial review under
any law except that claims alleging the invalidity of this section may
be brought within sixty days following its enactment, and claim
alleging that an action will deny rights under the Constitution ol
the United States, or that the action is beyond the scope of authority
conferred by this title, may be brought within sixty days following
the date of such action. A claim shall be barred unless a com-
plaint is filed within the time specified. Any such complaint shall
be filed in a United States district court, and such court shall have
exclusive jurisdiction to determine such proceeding in accordance
with the procedures hereinafter provided, and no other court of the
United States, of any State, territory, or possession of the United
States, or of the District of Columbia, shall have jurisdiction of any
such claim whether in a proceeding instituted prior to or on or after
the date of the enactment of this Act. Any such proceeding shall
be assigned for hearing at the earliest possible date, shall take
precedence over all other matters pending on the docket of the dis-
trict court at that time, and shall be expedited in every way by such
court. Such court shall not have jurisdiction to grant any injunc-
tive relief against the issuance of any right-of-way, permit, lease, or
other authorization pursuant to this section except in conjunction
with a final judgment entered in a case involving a claim filed pur-
suant to this section. Any review of an interlocutory or final judg-
ment, decree, or order of such district court may be had only upon
direct appeal to the Supreme Court of the United States.

(e) The Secretary of the Interior and the other Federal officers
and agencies are authorized at any time when necessary to protect
the public interest, pursuant to the authority of this section and in
accordance with its provisions, to amend or modify any right-of-way,
permit, lease, or other authorization issued under this title.

LIABILITY

Sec. 204. (a)(!1) Except when the holder of the pipeline right-
of-way granted pursuant to this title can prove that damages in
connection with or resulting from activities along or in the vicinity
of the proposed trans-Alaskan pipeline right-of-way were caused by
an act of war or negligence of the United States, other government
entity, or the damaged party, such holder shall be strictly liable to
all damaged parties, public or private, without regard to fault for



P.L- 93-153 LAWS OF 93rd CONG.— 1st SESS. Nov. 16

such damages, and without regard to ownership of any affected
lands, structures, fish, wildlife, ** biotic or other natural resources
relied upon by Alaska Natives, Native organizations, or others for
subsistence or economic purposes. Claims for such injury or dam-
ages may be determined by arbitration or judicial proceedings.

(2) Liability under paragraph (1) of this subsection shall be
limited to $50,000,000 for any one incident, and the holders of the
right-of-way or permit shall be liable for any claim allowed in pro-
portion to their ownership interest in the right-of-way or permit.
Liability of such holders for damages in excess of $50,000,000 shall
be in accord with ordinary rules of negligence.

(3) In any case where liability without fault is imposed pursuant
to this subsection and the damages involved were caused by the neg-
ligence of a third party, the rules of subrogation shall apply in ac-
cordance with the law of the jurisdiction where the damage oc-
curred.

(4) Upon order of the Secretary, the holder of a right-of-way or
permit shall provide emergency subsistence and other VL to an
affected Alaska Native, Native organization, or other person pending
expeditious filing of, and determination of, a claim under this sub-
section.

(5) Where the State of Alaska is the holder of a right-of-way or
permit under this title, the State shall not bhe subject to the provi-
sions of subsection 204(a), but the holder of the permit or right-of-
way for the trans-Alaska pipeline shall be subject to that subsection
with respect to facilities constructed or activities conducted under
rights-of-way or permits issued to the State to the extent that such
holder engages in the construction, operation, maintenance, and ter-
mination of facilities, or in other activities under rights-of-way or
permits issued to the State.

(b) If any area within or without the right-of-way or permit area
granted under this title is polluted by any activities conducted by
or on behalf of the holder to whom such right-of-way or permit was
granted, and such pollution damages or threatens to damage aquatic
life, wildlife, or public or private property, the control and total
removal of the pollutant shall be at the expense of such holder, in-
cluding any administrative and other costs incurred by the Secretary
orany other Federal officer or agency. Upon failure of such holder
to adequately control and remove such pollutant, the Secretary, in
cooperatior .vith other Federal, State, or local agencies, or in co-
operation with such holder, or both, shall have the right to accom-
plish the control and removal at the expense of such holder.

(¢c)(1) Notwithstanding the provisions of any other law, if oil
that has heen transported through the trans-Alaska pipeline is
loaded on a vessel at the terminal facilities of the pipeline, the owner
and operator of the vessel (jointly and severally) and the Trans-
Alaska Pipeline Liability Fund established by this subsection, shall
be strictly liable without regard to fault in accordance with the
provisions of this subsection for all damages, including clean-up
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coats, sustained by any person or entity, public or private, includ-
ing residents of Canada, as the result of discharges of oil from such
vessel.

(2) Strict liability shall not be imposed under this subsection if
the owner or operator of the vessel, or the Fund, can prove that the
damages were caused by an act of war or by the negligence of the
United States or other governmental agency. Strict liahility shall
not be imposed under this subsection with respect to the claim of
a damaged party if the owner or operator of the vess |, or the Fund,
can prove that the damage was caused by the negligence of such
party.

(3) Strict liahility for all claims arising out of any one incident
shall not exceed $100,000,000. The owner and operator of the vessel
shall be jointly and severally liable for the first $14,000,000 of such
claims that are allowed. Financial responsibility for $14,000,000
shall be demonstrated in accordance v ith the provisions of section
3101 (p) of the Federal Water Pollution Control Act, as amended (33
U.S.C. 1321(p)) before the oil is loaded. The Fund shall be liable
for the balance of the claims that are allowed up to $100,000,000.
If the total claims allowed exceed $100,000,000, they shall be re-
duced proportionately. The unpaid portion of any claim may be
asserted and adjudicated under other applicable Federal or state

law .

(4) The Trans-Alaska Pipeline Liability Fund is hereby estab-
lished as a non-profit corporate entity that may sue and be sued
in its own name. The Fund shall be administered by the holders
of the trans-Alaska pipeline right-of-way under regulations pre-
scribed by the Secretary. The Fund shall be subject to an annual
audit by the Comptroller General, and a copy of the audit shall he
submitted to the Congress.

(5) The operator of the pipeline shall collect from the owner of
the oil at the time it is loaded on the vessel a fee of five cents per
harrel. The collection shall cease when $100,000,000 has been ac-
cumulated in the Fund, and it shall be resumed when the accumu-
lation in the Fund falls below $100,000,000.

(6) The collections under paragraph (5) shall be delivered to the
Fund. Costs of administration shall be paid from the money paid
to the Fund, and all sums not needed for administration and the
satisfaction of claims shall be invested prudently in income-produc-
ing securities approved by the Secretary. Income from such se-
curities shall be added to the principal of the Fund.

(7) The provisions of this subsection shall apply only to vessels
engaged in transportation between the terminal facilities of the
pipeline and ports under the jurisdiction of the United States. Strict
liability under this subsection shall cease when the oil has first been
brought ashore at a port under the jurisdiction of the United States.

(8) In any case where liability without regard to fault is imposed
pursuant to this subsection and the damages involved were caused by
the unseaworthiness of the vessel or by negligence, the owner and
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operator of the vessel, and the Fund, as the case may be, shall be
subrogated under applicable State and Federal laws to the rights
under said laws of any person entitled to recovery hereunder. If
any subrogee brings an action based on unseaworthiness of the
vessel or negligence of its owner or operator, it may recover from
any affiliate of the owner or operator, if the respective owner or
operator fails to satisfy any claim by the subrogee allowed under
this paragraph.

(9) This subsection shall not be interpreted to preempt the field
of strict liability or to preclude any State from imposing additional
requirements.

(10) If the Fund is unahle to satisfy a claim asserted and finally
determined under this subsection, the Fund may borrow the money
needed to satisfy the claim from any commercial credit source, at
the lowest available rate of interest, subject to approval of the

Secretary.
(11) For purposes of this subsection only, the term "affiliate" in-

cludes—
(A) Any person owned or effectively controlled by the vessel

owneroroperator; or
(B) Any person that effectively controls or has the power ef-
fectively to control the vessel owneroroperator by—
(i) stock interest, or
(ii) representation on a board of directors or similar
body, or
(iii) contract or other agreement with other stockhold-
ers, or
(iv) otherwise; or
(C) any person which is under common ownership or control
with the vessel owneror operator.
(12) The term “person” means an individual, a corporation, a
partnership, an association, a joint-stock company, a business trust,
oran unincorporated organization.

ANTITRUST LAWS
Sec. 205. The grant of a right-of-way, permit, lease, or other

authorization pursuant to this title shall grant no immunity from
the operation of the Federal anti-trust laws.

RO..DS AND AIRPORTS

Sec. 206. A right-of-way, permit, lease, or other authorization
granted under section 203(b) for a road or airstrip as a related
facility of the trans-Alaska pipeline may provide for the construction
of apublic road or airstrip.

TITLE 11— NEGOTIATIONS WITH CANADA

Sec. 301. The President of the United States is authorized and
requested to enter into negotiations with the Government of Canada

to determine—



UNITED STATES CODE
ANNOTATED

Title 43
Public Lands

.« 931 to End

Comprising All Laws of a General and Permanent Nature
Under Arrangement of Official Code of
the Laws of the United States
with
Annotations from Federal and State Courts



CHAPTER 34- TRANS-ALASKA PIPELINE

Sec.
1651.  Congressional findings and declaration.
1652.  Authorizations for construction.

(a) Congressional declaration of purpose.

(b) Issuance, administration, and enforcement of rights-of-way, permits}
leases, and other authorizations.

(c) App||cab|||ty of statutes governing rights-of-way for pipelines through}’
Federal lands; other statutory terms and conditions; waivermgf
procedural requirements; supersedure of administrative authorize?,
tions for construction. T

( National Environmental Policy Act of 1969 by-passed; issuance ‘of}
autnorizations for construction and operation not to be subject ttit
judicial <-">ew; time limits on charges of invalidity or unconstitutional
ality; jurisdiction; hearings; review.

(e) Amendment or modification of rights-of-way, permits, leases, or othd”
authorizations.

1653.  Liability for damages.

(a) Activities along or in vicinity of pipeline right-of-way; strict liability?
limitation on liability; subrogation; emergency subsistence and othq
aid; exemption for State of Alaska. 0

h) Control and removal of pollutants at expense of right-of-way holder.n!

C) Discharges of oil from vessels loaded at terminal facilities of pipelin?
strict liability, limitation on liability; apportionment of liabilit
establishment and operation of Trans-Alaska Pipeline Liability FuntL?

1654.  Antitrust laws.
1655.  Roads and airports.

§ 1661 Congressional findings and declaration

The Congress finds and declares that:

(@)  The early development and delivery of oil and gas from Alaska'
North Slope to domestic markets is in the national interest because !
growing domestic shortages ar<d increasing dependence upon insecure foi®
eign sources.

(b)  The Department of the Interior and other Federal agencies, haye
over a long period of time, conducted extensive studies of the technic'll
aspects and of the environmental, social, and economic impacts of thes
proposed trans-Alaska oil pipeline, including consideration of a trans-Can§
ada pipeline.

(C) The earliest possible construction of a trans-Alaska oil pipeline froff
the North Slope of Alaska to Port Valdez in that State will make.dig
extensive proven and potential reserves of low-sulfur oil available'fc]
domestic use and will best serve the national interest.

(d) A supplemental pipeline to connect the North Slope with a trans-C
ada pipeline may be needed later and it should be studied now, but it shou
not be regarded as an alternative for a trans-Alaska pipeline that does ji
traverse a foreign country. i«
(Pub.L. 93-153, Title 11, § 202, Nov. 1%,0[%973, 87 Slat. 584.)
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Short supPIy controls, domestically produced crude oil, see section 2406 of the Appendix
Title"50, War and National Defense.

Federal Practice and Procedure
Relatior%sgisp2 6to lower federal court jurisdiction, see Wright, Miller & Cooper: Jurisdiction

West’s Federal Forms
Preliminary injunctions and temporary restraining orders, matters pertaining to, see § 5271

seq.
Supreme%ourt jurisdiction on appeal, sec § 121 et seq.

West's Federal Practice Manual
Rights-of-way, sec § 5449.

Notes of Decisions

1. Purpose S - litigation that would d_eIaY_ construction of:

The intent of this section which vests ex-  pipeline. Alyeska Pipeline Service Co.
€|USIVE,JUTISdICtI0n ovei certain disputes in  U.S., 1980, 624 F.2d 1005, 224 Ct.CI. 2
the United States district couPi was to limit f

L
§ 1%3. Liability for damages |

(a) Activitles along or In vicinity of Ri eIin% f ht-of-waﬁ; sHict IigbiliQ/; Ilmlta}ﬁ
on liability; subrogation; e ergg [ySLf siStence and other aid; exemption
or-State of Alaska I1-7r

(1) Except when the holder of the pipeline right-of-way gra.itcd pursua
to this chapter can prove that damages in connection with or resulting fro
activities along or in the vicinity of the proposed trans-Alaskan pipell
right-of-way were caused by an act of war or negligence of the Umti
States, other government entity, or the damaged party, such holder shail*
strictly liable to all damaged parties, public or private, without regard!
fault for such damages, and without regard to ownership of any afTecti
lands, structures, fish, wildlife, or biotic or other natural resources relf
upon by Alaska Natives, Native organizations, or others for subsistencel
economic purposes. Claims for such injury or damages may be detcrmim
by arbitration or judicial proceedings.

(2) Liahility under paragraph (1) of this subsection shall be limited”
$50,000,000 for any one incident, and the holders of the right-of-wayij
permit shall be liable for any claim allowed in proportion to their owners”
interest in the right-of-way or permit. Liability ofsuch holders for dama'g
in excess 0f $50,000,000 shall be in accord with ordinary rules ofnegligent

(3) In any case where liability without fault is imposed pursuant to.
subsection and the damages involved were caused by the negligence.i.0
third party, the rules of subrogation shall apply in accordance with Ui’
of the jurisdiction where the damage occurred.

(4) Upon order of the Secretary, the holder of a right-of-wa. on
shall provide emergency subsistence and other aid to an affected >Al
Native, Native organization, or other person pending expeditious filiri
and determination of, a claim under this subsection. -abt
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(5)  Where the State of Alaska is the holder of a right-of-way or permit
under this chapter, the State shall not be subject to the provisions of this
subsection, but the holder of the permit or right-of-way for the trans-Alaska
pipeline shall be subject to this subsection with respect to facilities con-
structed or activities conducted under rights-of-way or permits issued to the
State to the extent that such holder engages in the construction, operation,
maintenance, and termination of facilities, or in other activities under
rights-of-way or permits issued to the State.

(b) Control and removal of pollutants at expense of right-of-way holder

If any area within or without the right-of-way or permit area granted
under this chapter is polluted by any activities conducted by or on behalfof
the holder to whom such right-of-way or permit was granted, and such
pollution damages or threatens to damage aquatic life, wildlife, or public or
private property, the control and total removal of the pollutant shall be at
the expense of such holder, including any administrative and other cosis
incurred by the Secretary or any other Federal officer or agency. Upon
failure of such holder to adequately control and remove such pollutant, the
Secretary, in cooperation with other Federal, State, or local agencies, or in
cooperation with such holder, or both, shall have the right to accomplish
the control and removal at the expenre of such holder.

“alg cha[ﬁﬁs of oil from vessels Ioaded at termi Pmtc}};“e& %;E’ Eh%grq{ea%nct
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(1) Notwithstanding the provisions of any other law, if oil that has been
transported through the trans-Alaska pipeline is loaded on a vessel at the
terminal facilities of the pipeline, the owner and operator of the vessel
(jointly and severally) and the Trans-Alaska Pipeline Liability Fund estab-
lished by this subsection, shall be strictly liable without regard to fault in
accordance with the provisions of this subsection for all damages, including
clean-up costs, sustained by any person or entity, public or private, includ-
ing residents of Canada, as the result of discharges of oil from such vessel.

(2) Strict liability shall not be imposed under this subsection if the owner
or operator of the vessel, or the Fund, can prove that the damages were
caused by an act of war or by the negligence of the United States or other
governmental agency. Strict liability shall not be imposed under this
subsection with respect to the claim of a damaged party if the owner or
operator of the vessel, or the Fund, can prove that the damage was caused
by the negligence of such party.

(3) Strict liability for all claims arising out of any one incident shall not
exceed $100,000,000. The owner and operator of the vessel shall bejointly
and severally liable for the first $14,000,000 of such claims that are allowed.
Financial responsibility for $14,000,000 shall be demonstrated in accordance
with the provisions of section 1321(p) of Title 33 before the oil is loaded.
The Fund shall be liable for the balance of the claims that are allowed up to
$100,000,000. If the total claims allowed exceed $100,000,000, they shall be
reduced proportionately. The unpaid portion of any claim may be asserted
and adjudicated under other applicable Federal or state law.
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(4)  The Trans-Alaska Pipeline Liability Fund is hereby established as a
non-profit corporate entity that may sue and be sued in its own name. The
Fund shall be administered by the holders of the trans-Alaska pipeline
right-of-way under regulations prescribed by the Secretary. The Fund shall
be subject to an annual audit by the Comptroller General, and a copy of the
audit shall be submitted to the Congress.

(5)  The operator of the pipeline shall collect from the owner of the oil at
the time it is loaded on the vessel a fee of five cents per barrel. The
collection shall cease when $100,000,000 has been accumulated in the Fund,

it shall.be resumed when the accumulation in the Fund falls below
8100 oo

(6)  The collections under paragraph (5) shall be delivered to the Fund.
Costs of administration shall be paid from the money paid to the Fund, and
all sums not needed for administration and the satisfaction o f claims shall be
invested prudently in income-producing securities approved by the Secre-
tary. Income from such securities shall be added to the principal of the

Fund.

(7) The provisions of this subsection shall apply only to vessels engaged
in transportation between the terminal facilities of the pipeline and ports m
under the jurisdiction of the United States. Strict liability under this
subsection shall cease when the oil has first been brought ashore at a port
under the jurisdiction of the United States. !

(8) In any case where liability without regard to fault is imposed pursuant
to this subsection and the damages involved were caused by the unseaworth- -
mess of the vessel or by negligence, the owner and operator of the vessel/'
and the Fund, as the case may be shall be subrogated under applicable State,,
and Federal laws & the rights under said laws of any person entitled to
recovery hereunder. If any subrogee brings an action based on unseaworth-
iness of the vessel or negligence of its owner or operator, it may recoverp
from any affiliate of the owner or operator, if the respective owner or'l
operator fails to satisfy any claim by the subrogee allowed under this/
paragraph.

(9) This subsection shall not be interpreted to preempt the field of strict
liability or to preclude any State from imposing additional requiremenbv)_

(L0) If the Fund is unable to satisfy a claim asserted and finally deter-
mined under this subsection, the Fund may borrow the money needed tift'
satisfy the claim from any commercial credit source, at the lowest available;
rate of interest, subject to approval of the Secretary.

(11) For purposes of this subsection only, the term "affiliate" includes-—|
(A) Any person owned or effectively controlled by the vessel owh| '
or operator; or
(B)  Any person that effectively controls or has the power effective
to control the vessel owner or operator by—
(i) stock interest, or JSiM
(ii) representation on a board of directors or similar body,?
(iii) contract or other agreement with other stockholder
510
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(iv) otherwise; or
(C) Any
the vessel” owner or operator,
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Note 4

person which is under common ownership or control with

(12) The term "person” means an individual, a corporation, a partner-
ship, an association, a joint-stock company, a business frust, or an unincor-

porated organization.

(Pub.L. 93-153, Title II, § 204, Nov. 16. 1973, 87 Slat. 586.)

Historical Note

Delegation 0f Functions. Functions of the
resident under section 132!(p)(l) to (2) of
itle 33, Navigation and Navigable Waters
& incorporate bY reference in subsce. (c)(3)
of this section, re at,m_g to the demonstratjon
nt financial responsibility for vessels carrY_mg
oil_loaded from the Trans-Alaska pipeliné
delegated to the Secretary of the Department

in which the Coast Guard is operatlnga, see
Ex.Ord. No. 12418, § 4, May 5, 1983, 48
F.R. 20891, set out as a note under section
1321 of Title 33,

Legislative History. For legislative histor
and purpose of Pub.L. 93-153, see 1973 U.S.
Code Cong, and Adm.Ncws, p. 2417.

West's Federal Practice Manual

Rights-of-way, see § 5449,

Code of Federal Regulations

Liability fund, see 43 CFR 29.1 et seq

Oil poliution, financial responsibility, see 33 CFR 1311 ct seq.

Library References

Health and Environment <£:25.5(3g.
C.J.S. Health and Environment 8§ 91 et
seq., 106 Lt seq., 129 et seq.

Notes of Decisions

Claims within section 1

Strict liability
Generally. 2
Construction accidents
Pollution clean-up 4

1 _Claims within section _
This section was intended to deal with
environmental risks of the pipeling but did
not cover ordinary personal injury and
wrongful death claims unconnected with an
environmental injury, in view of fact thaf,
although literal interpretation indicated con-
trary rerult, overwhelming evidence of _Ie%;lsla-
tive history indicated that chapter was intend-
ed to deal with environmental accidents rath-
er than ordinary torts. Heppner v, Alyeska
Elggllé}ﬁeSServme Co., C.AAlaska 1981, 665

2. Strict IiabiIitK'—GeneraIIy '
Provisions of this chather were designed to

establish the permit holders of the pipeline

right-of-way as strictly liable for a broad

range of damages to the land, fish, wildlife,
air, water, and the subsistence lifestyle of the
Alaskan_Native. Jordan v. Amerada Hess
Corp., D.C.Alaska 1979, 479 F.Supp. 573.

3. Construction accidents

This section was intended to render permit
holders strictly liable for environmental harm,
but was not intended to hold permit holders
strictly liable for all damages ot any kind that
occurred "in connection” with" or "in the
vicinity of the proposed trans-Alaska pipeline
right-of-way,” and, hence, was not a basis for
holding defendant oil companies strictly liable
in_action arising from injuries allegedly sus-
tained in an automobile accident that oc-
curred in vicinity of Alaska pipeline or in
wrongful death action arising as a result of a
construction accident in Alaska pipeline
right-of-way. Jordan_v. Amerada ~Hess
Corp.,, D.C.Alaska 1979, 479 F.Supp. 573.

4, Pollution clean-up
This chapter barred pipeline service compa-
ny from recovering from the United States for
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lish any duly on part of native corporation to
(duals claiming lands based on homestead
Lee v, U.S., D.Alaska 1985, 629 F.Supp.

| .Imitations
nies who staked out homestead claims to
ded lands were not entitled to sue Secretary
lerior based upon Alaska Native Claims Set
it Act. 822(b), as amended, 43 U.S.C.A.
21(b), requiring that Secretary exclude from
iconveyances pursuant to Alaska National In-
| Lands Conservation Act, 88901-1437, 43
|CA. {& 1631-1641 those homestead claims
rmined to be valid and to make homestead
uations prior to making any conveyances,
re 12-year statute of limitations under Quiet
- Act (28 U.S.C.A. §2409a(f/, had expired,
v. U.S. D.Alaska 1985, 629 F.Supp. 721.

in Federal Register

dish in Federal Register such regulations as
y be necessary to carry out purposes of Act
s not require Secretary to publish regulations
interpretations relating to the Act's provisions,

merely “authorizes” him to publish such n-
mation.  Aleknagik Natives. Ltd. v. U.S.,
Alaska 1985, 635 F.Supp. 1477.

OF ALASKA NATIVE CLAIMS
iSKA STATEHOOD

I, the ownership by a Native Corpora-
d land conveyed to such Corporation or
Settlement Act [43 U.S.C.A. § 1601 et
sretary of the Interior that the water
not be subject to judicial determination
tates District Court within eight years
nveyance if the interim conveyance was
ine years after December 2,1980, if the
fore'December 2, 1980. If a parcel of
rather than an interim conveyance, the
ce shall be filed within eight years after
>atent was executed after December 2,
, 1980, if the patent was executed on or
escribed in this subsection shall be a de
parcel which is the subject of the action.

text of () to ()]

it 42; Pub.L.99-644, Nov. 10,1986, 100 Stat
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Pub.L. 99-258

1986 Amendment. Subscc. (a).
substituted “'six years alter the date of execution
for "five yean alter the dale of execution" in two
places.

Legislative History. For legislative history and
purpose of Pub.L. 99-258. see 1986 U.S. Code

§ 1634. Alaska Native allotments

Notes of Decisions

1, Purpose

Congress' intent in enacting §905 of Alaska
National Interest Lands Conservation Act, which
provides for legislative approval of certain native

43 §1653
Note 5

Cong, and Adm. News, p. 27. Sec, also. Pub.L.
99-644, 1986 U.S. Code Cong, and Adm. News,
p. 6100.

allotment applications made punuant to Alaska
Native Allotment Act of 1906, was to facilitate
approval or backlog of native allotment applica-
tions by dispensing with usual time-consuming
adjudication procedures. Olympic v. U.S., D.C.
Alaska 1985, 615 F.Supp. 990.

CHAPTER 34—TRANS-ALASKA PIPELINE

§ 1652. Authorization for construction

Notes of Decisions

Preference right 3
Purpose |
Segregation of lands 2

2. Segregation of lands

Segregation of lands did not defeat subsequent
native allotment application where the native al-
lotment applicant had met the five-year substan-
tial use and occupancy requirements prior to seg-

§ 1653. Liability for damages

Notes or Decisions

Condemnation award 5

5. Condemnation award

Condemnation award to native allotment appli-
cant in pipeline company's quiet title claim and on
native allotment applicant's trespass claim against
the pipeline company would be limited to value of

CHAPTER 35—FEDERAL LAND

SUBCHAPTER 11-LAND USE PLANNING
AND LAND ACQUISITION AND
DISPOSITION

Sec.

1715. Acquisitions of public lands and access
over non-Fcderal lands to National For-
est System units.

(a), (b) [See main volume for text],

(c) Status of lands and interests in lands
upon acquisition by Secretary of the
Interior; transfers to Secretary or
Agriculture of lands and interests in
lands acquired within National For-
est System boundaries.

(d) (See main volume for text).

rcgation. State of Alaska v. 13.90 Acres of Land,
D.Alaska 1985, 625 F.Supp. 1315.

3, Preference right

Native occupant's inchoate preference right,
which became vested upon filing of timely applica-
tion for native allotment, related back to initiation
of occupancy and look preference over pipeline
company's right-of-way application filed prior to
the native allotment application. State of Alaska
v. 1390 Acres of Land, D.Alaska 1985, 625
F.Supp. 1315.

unimproved land and would not include value of
improvements built by the pipeline company or
state of Alaska; the pipeline condemnation was a
"public use,” fact that pipeline company did not
receive condemnation authority until after entry
did not affect the result, nor was it relevant
whether pipeline company’ initial entry was in
good faith or willful, so long as there was absence
of subjective bad faith. State of Alaska v. 13.90
Acres of Land, D.Alaska 1985, 625 F.Supp. 1315.

POLICY AND MANAGEMENT

Sec.
1715. Acquisitions of public lands and access
over non-Federal lands to National For-
est System units.
(e) Status and administration of lands ac-
quired in exchange for lands revest-
ed in or reconveyed to United

States.

SUBCHAPTER V— RIGHTS-OF-WAY

1761. Grant, issue, or renewal of rights-of-waj;
authorized purposes; procedures appli-
cable.

(a) Authorized purposes.

(b) Procedures applicable;
tion.

.(c) Permanent easement for water sys-
tems; issuance, preconditions, etc.

administra-



This committee has had more than a dozen hearings on the
ANAR issue. We tried to look at all the angles last
session: Alaska hire, environmental protection, subsistence,
revenue sharing, and land trades. Our record is fairly
complete. Here are the minutes. They're quite thick.

At the end of last session the Senate passed SJR 7 with
implied support for the AWR land trades. | just could not
accept putting the State on record in that position. So |
talked to some key senators, hoping we'd get the land trade
issue settled and send a resolution back to Washington
before the summer. But they were adamant in their support
of the trades, and there wasn't time to resolve the issue.
It was classic pressure politics.

Now that there's more information about the trades I am glad
we held this resolution over. | believe the State can't
afford to endorse the trades. | think all Alaskans —
including the congressional delegation, which has heen so
supportive of the trades — need to focus on the central
issue, and drop the land trades. That's the only way we can
possibly defuse the controversy in Congress and hope for
action this year. If you want to know mere about the trade
issue, call me anytime.

I've checked with the Senate Energy Committee in Congress
and it's timely for Alaska to go on record supporting the



opening of the coastal plain. That is what the Legislature
really needs to do. Rep. Sund was just back in Washington
and might be able to tell the committee about the mood in
Washington. And we have John Katz on the phone from the

Governor®s Office 1n Washington.

So this resolution says that the nation and Alaska will be
served by opening the coastal plain. It also recommends a
fairly high standard of environmental protection, although
it is silent on the core calving area question we heard so
much about last session. The resolution urges Congress to
treat us fairly on the revenue issues. Our revenue

entitlement shouldn®"t be reduced.

Chairman Kerrmann has added some language to this draft CS

about subsistence. It doesn"t give me any problem for now,
and 1 look forward to hearing the committee"s discussion of
it. But I do hojre that we can get the resolution out of

committee at this meeting.

Now, 1f Chairman Herrmann and Rep. Sund have any comments,
and Senator Sturgulewski, and then we®ll go to Mr. Katz if

he has anything to add.



DRAFT
Amendment to HCS CS SJR 7 (Res) am

by Rep. Adelheid Herrmann

INSERT on Page 1, line 29

WHEREAS the long-term effects on the Porcupine Caribou Herd
from oil development and exploration are not fully understood,
INSERT on Page 2, line 25

(B) the United States Congress should recognize the Alaska

Governor®s position and continue caribou studies for seven
years.



Sen.

Sen.

Sen.

Sen.

Sen.

Rep.

Rep.

Rep.

Rep.

Rep.-

James McClure, Senate Energy and Natural Resources
Committee

Quentin Burdick, Chair, Senate Environment and Public
Works Committee
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January 28, 1988

ANAR HEARINGS IN STATE HOUSE

JUNEAU — The Resources Committee of the Alaska State
House is expected Friday to pass out a resolution urging
Congress to allow oil and gas exploration and development in
the Arctic Refuge.

The resolution will ask Congress to allow
environmentally responsible oil and gas development on
ANWR's coastal plain. It will also call for Alaska hire
provisions in any federal oil and gas leasing.

The resolution is not expected to mention the proposed
ANWR land trades that have stirred controversy in
Washington.  However, the resolution will seek equal
treatment for Alaska on revenue issues, including the
state's existing entitlement to 90% of revenues from federal
oil and gas leasing.

Last year the Alaska Senate passed a resolution near
the end of the legislative session, but the resolution
included an implied endorsement of the then-secret land
exchanges. As a result the resolution was considered too
controversial for action in the waning days of the session.



"Now it's important for Alaskans — including our
congressional delegation — to get off the land trade topic
and work toward the single objective of opening the coastal
plain," said Rep. Sam Cotten, co-chair of the Resources
Committee. "The highly negative reaction of Congress
against these exchanges should be a lesson for those who've
said the trades might help get passage of a coastal plain
bill. That's just wrong."

The original resolution, SJR 7, was introduced by
Senator Arliss Sturgulewski. "I've talked to Senator
Sturgulewski. She didn't include any mention of the trades
in her original resolution because of her concern that we
need to focus on the central issue of opening AWR and
because of the lack of consensus on the trade issue. |
think the new version of the resolution gets back to her
original intent and gets the issue moving toward Congress,"
said Cotten.

Immediate action is necessary for Alaska to have an
impact on Capitol Hill. "My office has been in contact with
Senator Johnston's Energy Committee in Congress, which is
taking up the ANWR legislation. Senator Johnston is
planning to mark up a bill in Congress next month, and he
continues to oppose the land trade idea. We just have to
hope he remains friendly to the idea of opening the coastal
plain," Cotten said.



"On the other hand, if some legislators still insist on
the inclusion of pro-trade language, we might end up iIn a
conference committee and the resolution might not reach

Washington,™ Cotten stated.

The hearing is scheduled for Friday January 29 at 8:30

a.m. in Room 124 of the Capitol building.

The Resources Committee is also expected to join the
Senate Resources Committee for a joint hearing on ANWR land
trade issues next week. Senator Jack Coghill has invited
Assistant Interior Secretary Bill Horn to address the joint
committees, and Commissioner Judy Brady of the Alaska
Department of Natural Resources will explain the State of

Alaska®s opposition to the land trades.

30 - 30 - 30 - 30

FOR MORE INFORMATION CONTACT:

Sam Cotten, Ned Farquhar (465-3711)



Ned, let me know where you think these whereas clauses should be
inserted.

WHEREAS, even when the strictest standards of environmental safety are
applied there is still some risk to the land, water, and wildlife
resources from oil exploration and drilling, and

WHEREAS, many individuals depend upon the land, water, and wildlife for
subsistence, and,

WHEREAS, subsistence users should be protected in the event that oil
exploration and drilling result iIn damage to subsistence resources,

Insert as (3 on page 3, line 12, of CSSJR (Res) am

or similar place in your CS.

THREFORE BE IT RESOLVED[or BE IT FURTHER RESOLVED] that in any Act
authorizing the opening of the Arctic National Wildlife Refuge to oil
exploaration or drilling that the Congress include language similar to
the language in the Trans Alaska Pipeline Authorization Act Section 204
addressing indemnification to subsistence users of the resource.



DRAFT

JOINT RESOLUTION

WHEREAS i1n 1980 the U.S. Congress suspended the
operation of the Mineral Leasing Act of 1920 on the coastal
plain of the Arctic National Wildlife Refuge to allow for

the study of management alternatives; and

WHEREAS the coastal plain has been found to have the

best potential for onshore oil and gas discoveries iIn the

United States; and

WHEREAS Congress recognized the environmental
importance of the coastal plain by placing it in the
national wildlife refuge system in 1980, and the wildlife
and habitat deserve a high standard of protection should oil

exploration and development proceed;

WHEREAS exploration and development of oil and gas on
the coastal plain could reduce the nation®s trade deficit,
increase energy security, prevent erosion of our oil and gas
industry, improve the national and state economies, and

occur with full environmental protection and safeguards; and

WHEREAS the people of Alaska

equally and fairly in the legislative and administrative



decisions of the U.S.
leasing, owenership,

and

WHEREAS Alaska®s economy is in bad condition, with high
unemployment, property foreclosures, and shrinking

investment;

BE IT RESOLVED that the Alaska State Legislature adopts
the following consensus points on management of the coastal

plain, and strongly urges Congress to act on them:

(D the U.S. Congress should open the coastal plain to
environmentally responsible oil and gas exploration,
development, and production under the authority of the

Mineral Leasing Act of 1920;

(@ the U.S. Congress should provide for maximum
participation and job opportunity for Alaska residents in
coastal plain exploration and development; and

/

(3 the U.S. Congress should carefully review any

legislative or administrative proposal that diverge

from established oil and gas law or policy, "and-shouldJtreat

Send copies to



DRAFT

JOINT RESOLUTION

WHEREAS in 1980 the U.S. Congress suspended the
operation of the Mineral Leasing Act of 1920 on the coastal
plain of the Arctic National Wildlife Refuge to allow for

the study of management alternatives; and

WHEREAS the coastal plain has been found to have the
best potential for onshore oil and gas discoveries in the

United States; and

WHEREAS Congress recognized the environmental
importance of the coastal plain by placing it iIn the
national wildlife refuge system in 1980, and the wildlife
and habitat deserve a high standard of protection should oil

exploration and development proceed;

WHEREAS exploration and development of oil and gas on
the coastal plain could reduce the nation®s trade deficit,
increase energy security, prevent erosion of our oil and gas
industry, improve the national and state economies, and

occur with full environmental protection and safeguards; and

WHEREAS the people of Alaska deserve to be treated

equally and fairly in the legislative and administrative



decisions of b.ie \J.E. government”~regarding revenue sharing,
,/and development on the coastal plain;

and

WHEREAS Alaska®s economy is in bad condition, with high
unemployment, property foreclosures, and shrinking

investment;

BE IT RESOLVED that the Alaska State Legislature adopts
the following consensus points on management of the coastal

plain, and strongly urges Congress to act on them:

(O the U.S. Congress should open the coastal plain to
environmentally responsible oil and gas exploration,
development, and production under the authority of the

Mineral Leasing Act of 1920;

(@ the U.S. Congress should provide for maximum
participation and job opportunity for Alaska residents in

coastal plain exploration and development; and

(@ the U.S. Congress should carefully review any
legislative or administrative proposal that would diverge
from established oil and gas law or policy, and should treat

Alaskans fairly and equally.

Send copies to



*L M
JOINT RESOLUTION [L]W/

ARCTIC NATIONAL WILDLIFE REFUGE
EXPLORATION AND DEVELOPMENT

WHEREAS in 1930 the U.S. Congress suspended the
operation of the Mineral Leasing Act of 1920 on the coastal
plain of the Arctic National Wildlife Refuge to allow for

study of management alternatives; and

WHEREAS the coastal plain has the best potential for

onshore oil and gas discoveries in the United States; and

WHEREAS exploration and development of hydrocarbons in
the Arctic Refuge could reduce the nation®s trade deficit,
increase energy security, prevent continued erosion of our
oil and gas industry, improve the national and state
economies, and occur with full environmental protection and

safeguards;

BE IT RESOLVED that the Alaska State Legislature finds
that the State of Alaska supports opening the coastal plain
of the Arctic National Wildlife Refuge to environmentally
responsible oil and gas exploration, development, and

production.

<



COPIES of this resolution shall be sent to the
Honorable Ronald Reagan, President of the United States; the
Honorable George Bush, Vice-President of the United States
and President of the Senate; the HOnorahle Jim Wright,
Speaker of the House of Representatives; the Honorable
Robert Byrd, Senate Majority Leader; and no members of the

Alaska congressional delegation.



PROPOSED RESOLUTION NO. LE-14

URGING TH FEDERAL GOVERNMENT TO ENCOURAGE THE
PRUDENi USE OF DOMESTIC ENERGY RESOURCES

(Introduced by the Land and Energy Committee)

WHEREAS, in 1986 the United States®™ reliance on imported oil iIncreased to
thirty-seven percent, the highest percentage in seven years, and while the
United States®™ demand fof oil 1iIncreased at a rate of two percent per year,
exploration and production capacity has been crippled by predatory pricing

on the world oil market; and

WHEREAS, national energy security depends on the development and
transportation of domestic oil and gas resources A jpleted U.S.
reserves; and the United States must prepare to develop domestic resources
if it is to prevent overwhelming dependence on foreign energy sources 1in the

21st century; and

WHEREAS, natural gas consistently provided one-fourth of the United States-

energy mix since the late 1960°s; and

0042A (09/20/87-2)



PROPOSED RESOLUTION NO. LE-L4
Page 2

WHEREAS, the nation®s currentlLevel of dependence on foreign energy sources
poses a threat to the national energy security, balance oftrade,and
general economic well-being of the United States. This 1is partly a result
of constrained natural gas pipeline capacity 1iIn the northeastern U.S.,
unused capacity ,in the Western States, and the inability to transport
natural gas “ifromthe North Slope of Alaska to wherever markets may be

economically found; and

WHEREAS, a [large proportion of the nation®s undiscoveredoil and gas

deposits are likely to be found offshore on the outer continental shelf
where exploration and development is risky and capital intensive. The risks
in high cost, high potential areas, such as the deep water outer continental
shelf and Alaskan arctic waters, are unacceptable because of current world

market conditions and federal tax structures;

NOW, THEREFORE, BE |IT RESOLVED that the Western Legislative Conference of
the Council of State Governments encourages Congress, Administrative and
Executive Branch Agencies to develop a consistentyfederal policy maximizing
the efficient, environmentally sound exploration, development,
)roductiontof domestic energy resources, including:

% 74N

Approval of exploration, development, and production of oil and gas
_ Mo | &1~
resources located in the/non-widderness afé@§) of the Arctic National

Wildlife Refuge;

0042A (09/20/87-2)
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PROPOSED RESOLUTION NO. LE-I14
Page 3

~ExpeditedV” review of open-access pipeline applications under the Federal
Energy Regulatory Commission Order 436 with resolution of take or pay Iissue

in the final rule as mandated by the Washington, D.C. Court of Appeals;

Options to make available wunused pipeline capacity and encourage new

domestic capacity through projects to stimulate enhanced oil recovery;

Action to ensure that foreign gas producers and gas transporters do not

undercut domestic producers through government subsidies;

Incentives "and”™ tax credits"™ to encourage oil and gas exploration and

development in high cost areas;

Approval of construction of a gas transportation system to bring Alaska

North Slope natural gas to world markets; and

Consider the formation of a Pan American Energy Alliance to provide

reciprocal aid among the U.S., Canada, Mexico, Venezuela, and other American

nations to counter future disruptions in the world oil market.

0042A (09/20/87-2)
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Introduced: 5/5/87
Referred: Resources

IN THE SENATE

5-1159A

SENATE BILL NO. 289

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE

ABILL

- FIRST SESSION

((SQY

For an Act entitled: "An Act establishing the Arctic National Wildlife

Refuge Policy Council;

date.”

and providing for an effective f-ff\ C

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that

(1) state policy supports \t-ha— I"€K>mend-a-t=zrm:— to the— Urrrbed

Sidles Department— crf— tha-

(jushb }

IhterTor~tu-»p<A*£tire-cuastal plain ofjthe Arctic National Wildlife ~R~fuge
tOjoil and gas exploration, development, and production/? ~H-<JF
i ) v
| @ the long term effects that Congressional action will have on

the citizens of Alaska/requires that the state properly monitor the federal

public process through a special ad hoc group established for that purpose.

* Sec. 2. ARCTIC NATIONAL

WILDLIFE REFUGE POLICY COUNCIL. @

The

Arctic National Wildlife Refuge Policy Council is established and consists

of the governor, the commissioner of natural

pointed by the governor,

senate resources committee,

the president of the

resources, one person

senate, the chairman of

one person appointed by the president of

senate, the speaker of the house of reoresentat-ivpr, the chairman of

house resources committee,

house of representatives.

and one person appointed by the speaker uf

(b) The Arctic National Wildlife Refuge Policy Council shall see

achieve a consensus in the state on

issues relating to the Arctic Nat

Wildlife Refuge and advocate those positions before the Congress and

forums that the council

SB0289a

considers desirable.
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DRAFT FOUR 5/13/87

ANWR Resolution

WHEREAS, the U.S. Congress has reserved the right to
permit further exploration for, and development of, oil and
gas within the coastal plain of the Arctic National Wildlife

Refuge; and

WHEREAS, the U.S. Department of the Interior, the State
of Alaska, and the oil industry consider the coastal plain
to have the highest potential for discovery of very large

oil and gas accumulations in North America; and

WHEREAS, the nation will benefit from oil and gas
exploration and development on the North Slope, because the
trade deficit can be reduced, employment created, and energy

security enhanced;

WHEREAS, the biological and recreational resources of
the Arctic Refuge are highly valuable and protection of them
with adequate development safeguards is in the national and

Alaskan interest;

WHEREAS, a decision to permit oil and gas exploration,

development, and production on the coastal plain will



facilitate the development of other highly prospective lands
on the North Slope, extending the economic life of the
Trans-Alaska pipeline and reducing tariffs which are
expected to balloon in about twenty years; and

WHEREAS, any development of oil and gas in the Arctic
National Wildlife Refuge should and will be subject to
strict environmental safequards, including those protecting
water, land, air, and important wildlife habitat which
supports subsistence resources used by Alaska and Yukon
residents; and

WHEREAS, the. permanent protection of large areas of
Arctic Alaska s assured by park, reserve, and refuge
designations encompassing over 35 million acres of federal
land in arctic areas;

WHEREAS, land trades with private corporations, as
proposed by the Interior Department, need further review and
discussion by Alaskans and Congress before a consensus
policy can be reached; and

WHEREAS, Congress may consider reducing the State of
Alaska's existing entitlement to oil and gas revenues within
the Refuge, even though this might violate the Statehood
compact, discriminate against Alaska as compared to other
states, and reverse decades-long policies of the federal



government regarding the management of public domain lands
within the states;

WHEREAS, the State of Alaska is a vast and underserved
state with basic needs for education, improvements, and
public services, and any reduction in revenues is a Serious
matter for the state's citizens; and

WHEREAS, any development of coastal plain oil and gas
resources can and should be conducted by Alaska corporations
and workers, who have the expertise to bring the resources
to market; and

WHEREAS, Alaskals oil and gas industry and employment
have heen severely affected by reduced activity in recent
years, with broad implications for the Alaska economy as a
whole;

BE IT THEREFORE RESOLVED that the Legislature of the
State of Alaska adopts the following consensus points
regarding management of the coastal plain of the Arctic
National Wildlife Refuge:

1 Under the terms of the Mineral Leasing Act, the
United States Congress should promptly open the coastal
plain of the Arctic National Refuge to oil exploration,
production, and transportation, directing the Department of



Interior to defer any leasing activity in the core caribou
calving area for ten years to allow further study;

2. The U.S. Congress should require the protection of
ANWR's environmental and subsistence resources, including
wildlife habitat, air, and water, in the event of oil and
gas development on the coastal plain;

3. In recognition of Alaska's economic situation and
the need for long-term economic development in Alaska, the
Congress should require that exploration and development
activity in the Refuge shall be conducted by Alaska work
forces.

BE IT FURTHER RESOLVED that copies of this resolution
be sent to President Ronald Reagan, Secretary of the
Interior Donald Hodel, Governor Steve Cowper, Senator Ted
Stevens, Senator Frank Murkowski, Congressman Don Young, and
all other members of the 100th Congress of the United
States.



It is

COMMONWEALTH
NORTH

TOWARD A CONSENSUS ON
THE ARCTIC NATIONAL WILDLIFE REFUGE

A prc-"osal by the Commonwealth North
ANWR Committee

in the best interest of both Alaska and the

nation to permit responsible oil and gas exploration
and development of the Coastal Plain of ANWR.

Nationally# oil and natural gas imports have
risen 37% from last year, contributing to the
nation®s 860 billion trade deficit and making the
U.S. increasingly vulnerable to foreign oil
suppliers.

ANWR 1is universally recognized as the most
promising onshore oil and gas frontier in North
America. At least 26 i1dentified geological
structures in ANWR have oil and gas potential
which may rival Prudhoe Bay"s giant field.

The Arctic Coastal Plain must be developed, as Prudhoe
Bay has been, with utmost care for environmental and
wildlife values.

Time
act.

Alaskans are rightfully proud of the record
established on the North Slope whereby resource
development and the care and protection of
wildlife# including the Central Arctic Caribou
herd, have gone hand in hand.

is of the essence. Congress must be encouraged to

The Secretary of the Interior, after a 5 year
study by the U.S. Fish 6 Wildlife Service, has
recommended to Congress that oil and gas
exploration and development be allowed iIn ANWR®s
1002H area (roughly 8% of the 18 million acre
Refuge).

I'IHH L=t niinilril « 6 eciiviiig: Willhiin \=itine <cmoiiii ez 2 Hnki'l
[Irrtrum 1 rilitvillr. «7emizedz « it Inntl 17 Hium's. \iir Ti'siilriil
lhn'iil CAMAir/.L Virt' I'rr'iilrnt o [himltl [In:iZ.r. 1v e I'rrsulrtil
Ihiliil 1. HIWiri SriirliiiVv e 1'H0L wziow. Mlidisiurd
I'ml # llirtnlv. St + /kziiin | . 1"lin | e/ 77iwin/> | iiih in llmh i
MIIFI hi'lli'r« MiVhi 11 7l Knessiiize, » sue I mznnf o« €1 1jtwiHIrL-
li.tlV Wul/ili \zimzi+ 25077iv v STIttin- \Lihiizm litlii'ilr. « Willimn | 7<>/mi

fam it H fisziii liti'inif viifiiim iiii

935 West Third Avenue /Anchorage. Alaska 99501 /907-276-1414
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- Once Congress gives the "go-ahead"™ and if oil is
discovered, it will take approximately 10 years
to produce ANWR oil.

4. Exchanges of public or privately owned Inholdinggln
Federal Conservation System Units for leases In ANWR
should be encouraged ag part _of an open,-competitive.

bidding. .PEgsfiaa*

5. The state should encourage a high level of Alaska hire
and a fair wage during ANWR exploration and_
development.

6. The State of Alaska, with the Governor taking the lead,
must mount a nalor educational campaign _to_inform_
congress and the American_peoPle afrQUt-ANWRJ,

- The citizens of the State should be encouraged to
participate in this campaign by rallying support
among their friends and contacts across the
nation.

RESOLUTION: Be it resolved that Commonwealth North will
actively solicit support for this consensus
from the Governor of Alaska, the state"s
congressional delegation, the state
legislature, concerned interest groups and
all citizens of the state.

The above resolution was approved by the Commonwealth North
Board of Directors on June 2, 1987.



June 11, 1987

Mr. V. M. Withington
2840 Pelican Drive
Anchorage, AK 99515

Dear Mr. Withington:

I am writing on behalf of Governor Cowper in response to
your letter of June 4 regarding the exploration and develop-
ment of ANWR.

Unfortunately, you have been seriously misinformed. 1 was
personally involved in working with both the Senate and
House Resources Committee in support of House Joint Resolu-
tion 7. With exception of the language pertaining to land
exchanges, we were verysupportive of the resolution.

Since your source of information is apparently not reliable,
I would strongly encourage you to contact Representative Sam
Cotton regarding the facts in this matter. You can also
contact Ms- Becky Gay, Executive President of the Resource
Development Council, or Mr. Al Fleetwood, Chairman of the
Alaska Energy Coalition, who 1 worked closely with in
support of this legislation during the final days of the
legislative session.

Sincerely,

Rod Swope
Special Staff Assistant
to the Governor

cc: Representative Sam Cotton

Becky Gay
Resource Development Council

Al Fleetwood
Alaska Energy Coalition

RS:MW:tb 1016



4 June 4, 1987

VM Withington

2840 Pelican Dr

oy Anchorage, Alaska 99515 vy
Steve COWﬁer, Governor

Office of the Governor
Third Floor, State Capital
P.O. Box A

Juneau, Alaska 99811
Dear Steve Cowper,

| understand that Senate passed resolutions supporting the exploration and
development of ANWR have been (at your direction) held up In the House by
Sam Cotton's House Resource Committee. |am sure that your must realize
that presenting anything less than a united front on this subject to the US.
Congress only serves to delay If not jeopardies the opening of ANWR to ol
and gas exploration,

| have written you In the past promoting economic development In the state.
Those resolutions promote broadening Alaska's economic base. |strongly

urge you to rethink your position and promote the passage of the Senate
passed resolutions supporting the exploration and development of ANWR

Sincerely

VM Withington



From: GASCCAB - JDCVM1 Date and time 06/16/87 17:02:43

To: GASCMRW — JDCVMI Michele Watts

From: Lynn Bartlett
Office of the Governor
465-3500

Subject: SJR-7: Pierce and ANWR

Rod-

At today"s coalition meeting, Al Fleetwood read the letter
you wrote to the guy (Wimpsey?) re the Governor blocking passage
of SJR-7.

Drew Pierce was attending the meeting, and in the course of
the c ".scussion following the letter reading she said that the
source of the rumor about the Governor®s opposition to any
ANWR resolution passage was Sam Cotten who told the House
Resources Committee in the last hours of the session that

the "third floor"™ was not interested in such a resolution.

I told her that you had worked with Cotten and his staff on
getting an acceptable resolution passed, that we were opposed

to the land swap concept, and that Cotten had told the coalition
that Coghill refused Cotten®s request to delete that section.

So the rumor marches on.

Also, Al Fleetwood wants to invite you officially to talk to
the group. He said he would be happy to send you a letter if
you like. 7?7?77

1"1l send you a separate message on today®"s meeting, which
was primarily a report by Roger Herrera on his Washington DC
trip.

Ben

cc: GASCTMC - JDCwMmI GASCCLG — JDCWMI
Lynn



Ned Farquhar Noverber 16r 1967
80 J. Katz .
overnor's Office
St ffin,gS Levels Ior

North. Slope
District Office

Larry. Dietrlck, Director ,
Division of Environmental Quality

As requested following are estimates of the Department's current and needed
spending levels for North Slope activities- The North Slope 1s generally

defined as the area north of the Brooks Range. Cost estimates in each
caceyory inciuaes personnel, rotational travel, office supplies, sampling

equipment, ground and air transportation, maintenance of a field office at
Prudhoe Bay and training. Costs for legal support or clean-ups are not in-
cluded. The needed funding level category is an estimate of what is necessary
to carry out our real workload. As shown we currently have about half of the
resources actually needed to carry out our workload under existiny statutes.

The Needed Funding Level does not include resources necessary to conduct
additional work for AWR

Current Funding Level
Staff Total Estimated Dollar Cost
4.0 FTE Professional Staff $315,000

4.5 Total Staff

Needed Funding Level
Staff Tv.tal Estimated Dollar Cost

§8 Professional start $800,000
.0 Clerical

10.0 Total Staff

Pleasn contact, me if you have any questions.



MEMORANDUM

TO:

from:

State of Alaska

Jay Hogan OATE: September 21, 1987

Director
Division of Budget Review FILE NO:

TELEPHONE NO:  465-2600

Dennis D. Kei&o SUBJECT: Agency Budget Issues
Commissioner Memorandum (A-4)
Department of Environmental

Conservation

I. Agency Goal

The Department of Environmental Conservation (DEC) i« a
technical and enforcement agency. Our fundamental goals are
to protect tha public health and the environment by
preventing nr responding to air, land or water pollution; 4
assuring wholesome fish, meat, and dairy products for
consumers; enforcing basic standards of sanitation for.
Alaskans and tourists in public facilities; and providing”
technical and financial assistance to municipalities sad
communities for water, sewer and solid waste facilitls-if*’
The department is responsible for both fundamental health
programs and the complex regulatory needs associated with
advanced industrial development.

My approach is to emphasize a positive working relationship
with regulated communities and the public while insisting on
a technically competent approach to fulfilling our mandate.

I believe that an effective DEC is essential to sound
development in Alaska, so that needed permitting may be
conducted in a timely fashion and so that the public may be
confident that environmental impacts will be properly
managed .

Il. Key Policy lIssues Facing the Department— Short-Term

Alaska has strbng environmental and public health statutes
and a strong commitment to providing sanitation facilities.
The key challenge facing this department is to balance the
Jjob we are expected to do with the resources available to do
it. Most programs are inadequately funded to uphold the
legal responsibilities set out iIn the statutes. This has
serious repercussions for this agency and the administration
from policy, liability, and management perspectives.

-This.memorandum lays out the major areas of need for the
-agency. . e craccuxa,
hi--d

ftdvam ‘e, ¢ uk.em 11
. ¢ Ft i Divisionr.of Environmental .Quality” buildloo

02*001 A (R*v.10/79)
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The Division of Environmental Quality (DEQ) has the broadest
responsibilities for protection of public health and the
environment. It is responsible for environmental programs
ranging from disposal of sewage to regulation of toxic
substances. These are the most technically complex programs
in the agency. The sophistication of environmental programs
dealing with hazardous waste, 3ite cleanup, toxics, and
complex chemicals in drinking water has increased tremen-
dously over the last five years. Moreover, increased public
awareness that Alaska has real environmental problems has
led to increased demands on the agency.

The Division as a whole is extremely strapped. The staff
available is far from adequate to carry out all responsi-
bilities. One acute example is the solid waste program,
solely a state responsibility, which iIs supposed to permit
and oversee all solid waste disposal facilities in the X
state. It has the equivalent of six personnel statewide.
As a result, only a small percentage of sites are getting
the kind of attention they should. Por others, disposal
practices today will lively create sites that will require
cleanup in the future, with associated drinking water and
groundwater problems.

Another example is emergency response capability. The
department has never had funding available to develop an
emergency response capability. Instead, emergency response
is accomplished by taking personnel from other programs.

Following is a brief discussion of the key needs.

Douglas Laboratory - The Douglas Laboratory analyzes
wastes and suspected hazardous substances for all DEC
programs. The laboratory needs additional technical
and support staff to perform the needed analyses
quickly enough for the agency to address threats to the
public health and the environment. Funds necessary to
properly train staff are also essential. During the
last year, the laboratory has designed and implemented
quality assurance and safety programs to ensure that
data are reliable and employees are safe. These
essential tasks have taken resources from analytic
work.

The laboratory is housed in a grossly substandard
facility originally constructed in the 1930"s to serve
. as a school. The move to this facility ten years ago
. was. intended to be temporary. Physical space, layout,
, __ --—andayentilation are all inadequate. Structural
u - ftf .“pjjgemsowitiji~tfee building..pose ,long-term, liability
rotfSo; $j»*e"g-.£ftejhenstate, as the safety of the building is
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in question. It is essential that the laboratory be
moved from the present facility.

A capital request of about $5.8 million will be
proposed for a new laboratory.

Air Quality - We are responsible for permitting and
monitoring sources of air pollution, monitoring ambient
air quality, and developing strategies to address areas
where federal standards are not met. A critical need
iIs to develop a program to manage large scale burning
to prevent health effects from smoke inhalation.
Current staffing levels do not allow inspections of all
stationary sources each year, issuance of permits
within statutory time limits, compliance actions for
all facilities not meeting standards, control of toxic
air contaminants, or development of a management system
for emissions from areawide burning.

Hazardous Waste - DEC currently operates under a
cooperative agreement with EPA; the state does not yet
have federal approval to manage this program.
Additional demands are placed on the agency for FY 8f
by the statutory requirement that the state assume the
federal hazardous waste program and by the need for
additional effort to find sites in-state for hazardous
waste management facilities. Moreover, iIf the state is
truly to assume responsibility for the program, a
greater inspection and enforcement presence will be
needed. Also, industry®s need to obtain permits would
not be met for five to ten years at the continuation
level. There will likely also be increased needs for
assistance to the regulated community.

Emergency Response - DEC has never had a budget for
staff to respond to emergencies like the Cook Inlet oil
spill and the chemical release from the tank car at
Crown Point. Time spent in performing response activi-
ties comea from programs budgeted for other purposes.
An emergency response capability should be planned and
budgeted -for. These responsibilities simply cannot be
sandwiched iIn between and taken from all other agency
functions. The result is Inadequate response and the
exposure of Alaskans to needless risks.

In addition, it will be necesaary to requejt in the
operating budget continuation of the reappropriation
for the statewide emergency response commission to
— .-coordinate an emergency planning function between the
Mr - ?mL«itater.clQCialrrandefederal government levels; citizen
—-curai  AIStQUpstr~™hdatffceofeftdnindustrial facilities..
A Norest.r -
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Drinking Water - Safe drinking water is essential to
public health. In Alaska, responsibility for ensuring
that providers of drinking water supply pure water is
performed by the state. (In other states, this
function rests with county health departments.) Alaska
has more than 1600 water systems which require
monitoring, proper operation, and safe design and
construction. Many are in remote areas and operated by
employees with minimal training. Alaska has the lowest
rate of compliance with drinking water requirements in
the nation.

We are only able to ensure that a portion of the
monitoring needed to ensure safe water is done.
Critical parameters simply have not received the
necessary attention. Moreover, essential activities
are plainly inadequate: surveys of drinking water »
systems to ensure integrity, review of plans for
drinking water systems, follow-up to contaminated
systems, training for operators, and technical
assistance. Some systems are not addressed at all.
The discrepancy between the needed level of effort sad
the state"s capability at the continuation level will
increase with the implementation of new standards for
toxic compounds established under the federal Safe
Drinking Water Act.

Oil Pollution Control - The oil pollution control
program is responsible for ensuring that facilities
storing or transporting large quantities of petroleum
products have adequate facilities, plans to minimize
the potential for oil spilln and to respond to them
when they do occur, and adequate resources to address
spills. The program also addresses underground storage
tanks in concert with the federal program. Originally,
the program funding was adequate to meet the needs.
However, funding has eroded! by about fifty percent over
the last eight years, and the number of facilities
affected has increased. This has resulted in
inadequate staffing to review oil spill contingency
plans and to perform needed field work. (Lack of staff
directly contributed to our ability to respond to the
problem at the MAPCO refinery) .

Solid Waste - The level of effort devoted to the solid
waste program is far from what is required to provide
sound disposal methods and to avoid creating
environmental and health problems in the future. Of
*¢eee particular concern are the serious iInadequacies in
ik - ™ crural Alaska, increased demands from the disposal of
BttisiiCMatrerialS cleaned up™ai”™a result of Superfund or other
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sits cleanups, and the workload that will result from
recently-adopted regulations addressing the disposal of
drilling wastes. There is no federal counterpart
program.

Site Investigation and Cleanup - A large number of
past improper disposal sites have been identified over
the last two years. The department has addressed some
of these— such as the Alaska Gold site in Nome and the
Childs Equipment site in Deadhorse- by working with the
owner or another party to achieve a cleanup. This
approach saves the state considerable expense over the
long term, because the state does not have to directly
pay for remedial action and then attempt to recover
costs. However, it requires substantial staff time to
oversee or conduct any needed site investigation*,
identify needed cleanup actions, negotiate an agreement
with the responsible party and oversee the cleanup
operation. (At times, site investigations can b* paid
using Superfund dollars.) At least 120 known sites
cannot be quickly addressed with existing staff.
Roughly 40 new 3ites are being identified each yea?.
Some sitel receive considerable public concern. Staff
time, except to the limited extent associated with the
Oil and Hazardous Substances Release Response Fund, has
never been budgeted for this purpose

Quality Assurance - As the complexity of the agency’s
technical responsibilities has grown, a need for an
in-house capability to address field sampling protocols
and methods ha3 become clear. This must be budgeted so
that field sampling can achieve the results needed to
address environmental and public health problems.

Water Pollution Control - DEC"s programs to control
water pollution from a variety of sources have
limitations. We are not now able to work with the
timber industry in monitoring and correcting non-point
source problems. Disposal of sewage from homes in
areas without sewer systems iIs being addressed to
varying degrees around the state. In some areas, such
a* Ketchikan and Homer, improper sewage disposal has
resulted in surface contamination.

Placer Mining - The Governor has requested a briefing
on our progress in addressing his seven point plan for
placer mining. His policy decisions in response to
that briefing will determine what budget will be
needed.

\ould ®treeossnendac uur.
encBa™-ifBivisloM-of Environmental rHealth r-ecn; .



Jay Hogan -6 - September 21, 1987

The Division of Environmental Health (DEH) 1is responsible
for inspection programs for the dairy, meat, seafood, and
shellfish industries. It inspects public facilities and
implements the pesticide program. The sanitation and
shellfish programs are of most concern because of acute
shortfall iIn program capacity.

Sanitation in public facilities - The sanitation
program is responsible for inspecting public facilities
to ensure that public health standards are met. In the
Fairbanks area and the Matanuska Susitna Borough,
inspection levels have declined to one inspection every
two years. This is well below the minimum needed to
enssure that public health can be protected. This has
serious implications for the Alaskan public, as well as
for the tourism industry.

The rest of the State falls below minimum inspection
rates with approximately one iInspection per year. In
order to achieve even this level of iInspection the
sanitation component has excluded 1259 facilities from
the regular inspection program and responds only in
case of complaints. In another 526 public
accommodations, the statutorily required inspection and
permit processes are simply not implemented.

For purposes of comparison, the Municipality of
Anchorage and the State of California inspect food
service facilities four times per year and the State of
Washington three to four times per year. The federal
Food and Drug Administration (FDA) recommends a minimum
of two inspections per year. The greater effectiveness
of higher inspection rates is clearly demonstrated by
contrasting the results of the state"s program with
those of the Municipality of Anchorage. |In a city with
a population base of 250,000 people and 1780 public
facilities, there were no disease outbreaks in the last
year. By contrast, in the Fairbanks and
Matanuska-Susitna Borough areas, there were three
disease outbreaks iIn tour groups, an outbreak in a
pool/spa facility and one in a day care facility. The
- Municipality of Anchorage has 197 facilities per
inspector in contrast to the state which has 435 per
inspector and a greater geographical area to cover.
The municipality spends $604,000 per year to conduct
its inspection program versus the $920,000 the state
expends for about 5000 facilities.

*Ls.. ~r o». = ek
constructed*-may ~ ~  kC* Sieetlf% d<FragSinmIV' sv.scans
Fh@"*1SIroota»rt™nded minimum
o'-] ars. iffipdcti-flrfif ldveld"f-tv icp eryedS:«w cml "d-.require nine



Jay Hogan -7~ Septembor 21, 1987

new positions at approximately $531,000. For the State
to reach the more effective level of quarterly
inspections, 15 new positions would be required at

$ 884, per year.

Support of the Shellfish Industry - The shellfish
industry 1is experiencing major growth. Under federal
Food and Drug Administration regulations, shellfish
cannot be sold in interstate commerce unless the state
ha3 a federally approved program for shellfish. This
requires review and certification of harvest areas,
supervision of the catch, and testing of product for
paralytic shellfish poisoning (PSP.) Since 198L, the
number of certified harvest areas has increased from 5
to 13. An additional 38 areas have been proposed and
are in some stage of review. The department has only
one position for all work associated with shellfish. *
The workload already exceeds the capacity of this one
position. The federal program review confirms that the
existing ctaff has reached full capacity. Additional
resources are essential to allow more areas to bet
certified and eligible to participate in interstate
commerce, thereby enabling this industry to develops

In addition, growers have expressed strong interest in
obtaining more laboratory facilities to test for
paralytic shellfish poisoning (PSP). This 1is required
before shellfish can be sold. The department has
determined that it iIs possible to certify private
laboratories for this purpose. The certification
process would require limited additional resources.

C. Division of Facility Construction and Operation -

The Division provides technical and financial management of
capital grants to communities for sanitation projects.
Specialized assistance is available for villages. (The
capital budget is addressed in the attachment.)

. COre Programs - For the Division to accomplish its core
program, funds are needed to allow staff working with
-cural villages to travel; timely auditing of projects
and payment to communities; timely award of funds for
projects, particularly to tba Municipality of
Anchorage; and timely implementation of the revolving
loan fund.

Rural Water and Wastewater System Management - More
assistance-in-managing”™projects after they are
?icyee<?onatttiCted->may -be —fteedbdW oskaep™* community systems
ricing functionihg- during* ttie-decl"tne"if-available «tate
ac3. dbllars.e fthi's it8u’e- bfeihg” "difeb"usaed at® the Economic
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Dislocation Task Porce. Utility management assistance
to communities would help them effectively run their
utilities to reduce the potential for system failure
resulting from lack of resources like fuel oil. This
would ultimately save the state money. We will pursue
this through the task force.

The Governor has asked that DEC determine what would be
required to provide maintenance assistance to rural
water and wastewater systems and to protect the state"s
investment. Several elements are needed to accomplish
this on a statewide basis. The Legislature has also
asked that we assess the need for remote maintenance
workers statewide. This report is due on January 1. |1
would anticipate that the report, when completed, could
result in a proposal for additional funding. {

D. Administrative Services/Commissioner®s Office *

Budget redactions and new statutory responsibilities during
recent years have led to erosion of administrative fractions
and the department®s ability to inform the public. In order
to support field operations and new programs, these
functions have been cut so severely that the department®s
overall performance is impaired. |In addition, funds are not
available to address safety of our employees as they work in
potentially risky areas as with hazardous materials, toxic
substances, and site cleanup.

Administrative and Clerical Support - Two issues exist
for administrative and support services within the
agency. First is the need to budget administrative
support commensurate with increases iIn programs.
Second is the need to budget for clerical support
commensurate with the needs of the professional staff.
The urgency of these needs reflects prolonged losses
from successive budget reductions.

Public Information ~ The Department addresses a large
number of issues rad implements a large number of
requirements that interest and affect the public. Only
a very low level of funding remains for the public
information office. This has considerable effects on
the ability of the agency to design and implement
workable public participation programs and to help the
public understand the issues affecting them.

ejiatior Safety - The Department has no organized safety
around.”program, even-though activities undertaken by the
M .$i«l4r”r®8ti9ations and in
—snAasure ™ r2ing.£EwiUnhazardous materials, may pose substantial
risks. The State also has increased responsibility to
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employees, as a result of OSHA regulations and require-
ments under the federal Superfund bill. It is
essential that a safety program be designed and
implemented to minimize both risks to employees and
liability of the State.

Underfunding of Personnel Costs - The budget process
over the last several years has not allowed the full
costs of authorized positions to be budgeted. This is
due in large part to the failure to budget iIncreases
provided in union contracts. In all divisions, this

has created chronic "underfunding."” Needed positions
are left vacant for extended periods to adjust for this
shortfall. It would be advisable for your office to

address this on a statewide basis.

I1l. Long Term Key Policy Issues Facing the Department -

A. Mariculture - The State"s approach to mariculture could
have a major impact on the budget. The department iir
working with the fisheries mini-cabinet on this-isau*..
The development of mariculture would have substantial
effects on the seafood program. A site certification
process similar to that employeed for shellfish growing
areas would likely be needed. Monitoring of chemicals
used iIn operations would be needed as would a
regulatory approach to discharges.

B. Pesticides - The state is reviewing its pesticide
program. New regulations will be proposed this fall.
There 1is increasing public awareness of issues related
to pesticide application and use. Additional effort
may be needed in the future for this program.

C. Indoor Air Quality - Research is increasingly demon-
strating that indoor air quality may have greater
impact* ob public health than previously thought.
Bspecially in cold climt;tes, where buildings are well
sealed aad insulated, levels of carbon monoxide and
other pollutants way reach unacceptable levels. There
.1* no state program to address this issue at present,
but initiatives may be appropriate in the future.

D. Groundwater - Groundwater is a crucial water resource
that has never received the kind of attention from
‘¢ environmental agencies that surface water has.
--« _National initiatives are being proposed for
groundwater. Moreover, experience in Alaska is
egal AsfeVeai-ihg -that™ current-programs -provide a full
XeqpriXTxaeuwsHa8iMPe =" —protection. veil as -iobiniitriv
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In FY 88, the State will prepare a strategy on how to
address groundwater issues, based on analyses of
current problems and the present regulatory structure.
The approach will be to rely upon existing authorities
to maximum extent. This may have implications for
future budget years.

E. Risk Assessment - Increasingly, decisions on how to
manage environmental problems are incorporating
consideration of levels of risk actually posed to the
public by various alternatives. The state has little
current technical capacity to participate in risk
assessments. This capacity may need to be developed in
the future.

F. Hazardous Waste Disposal - The department is continuing
with 1ts process to identify possible sites for -
hazardous waste facilities. |If a decision is made for
the state to select and then operate a site,
considerably more funds will be needed.

G. Assistance to Rural Sanitation Projects - As mentioned
briefly under short, term issues, the role of the state
in providing technical operational and management
assistance to small communities with sanitation
projects iIs an important issue. Experience has shown
that projects without maintenance assistance experience
catastrophic failures that may destroy the state”s
investment. Experience is also showing that management
assistance on how to run facilities as utilities can
result in better operational resources. A policy
decision on the role the state should play iIn these
areas, to protect its multi-million dollar iInvestment
and the public, is needed.

H. Emergency Response Planning for Hazardous Materials
Spills -In FY 88, the State will begin to address the
requiroMints in the federal Superfund bill for local
planning for emergency response. This may require
additio?al resources in the future.

r. Tflgglity Assurance - Increasing attention is being paid
nationally to the accuracy of data generated by
environmental agencies. States and EPA s.re reviewing
and improving quality assurance and quality control
procedures. The State has begun to aiddress this 1issue.
Further-, enhancements and improvements will be needed in
future years.

. ;.ve Support u

J.nri L&gadaAissistance - Legal assistance, (available to the

lie XDjfegpazztanant for legal actions, as wrfelU as administrative

C "rr.cer 1
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V.

C.

and regulatory proceedings, must be adequate to support
agency actions. This issue needs to be addressed.

Arctic National Wildlife Refuge - Additional resources
would be needed to address any detailed environmental
review on development associated with this area.

Approximate Additional Funding Needed for Core Programs

Division of Environmental Quality

Douglas Laboratory Operations 750.0
Quality Assurance 2C0.0
Ailr Quality Control & Monitoring 1,400.0
Hazardous Waste -

Facility Siting and Regulation 860.0 , *
Emergency Response Capability 484.0 '+ "
Emergency Response Comaission 94.0
Drinking Water 1,200.0 -if
Oil Pollution Control 550.0 ~
Solid Waste 750.0
Site Investigation/Cleanup 580.0 ?
Water Pollution Control 1,500.0
Placer Mining el
Clerical and Contractual 500.0

Subtotal 8,868,000

Division of Environmental Health

Environmental Sanitation 536.0
Shellfish Program 68.0
Subtotal 604,000
> >

"-JPacility, Construction and Operation

N _Onvte Prgg”a* Support 122.0

Assistance to System el

Subtotal 122,000

Administrative Services/Commissionorln Office

Administrative Support (Fiscal) 60.0
Clerical Support 40.0
Public Information 50.0

Safety Officer 80.0
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Subtotal 230,000
TOTAL 9,824,000
** Policy decisions to be made in other forums will
prescribe any budget needs here.
Attachments
ccs Janet Clarke

Amy D,, Kyle
Division Directors

DDX/ADK/pc/mt
a4/a3

*KE...C- . TV rercent grant program Lv. %
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ATTACHMENT

CAPITAL BUDGET ISSUES

Three issues should be considered in the development of the
capital budget and the appropriation process for the
Pacility Construction and Operation Division:

© Use of the Alaska Department of
Environmental Conservation (DEC) grant
programs as thn funding mechanism for
sanitation projects,

e Matching federal funds for the Alaska Clean
Water Fund, and H
V
* Funding for the Capital Improvement Project AV
component in the operating budget.

Use of DEC grant programs - -

The primary funding avenues to send state capital monies to
local governments to meat their sanitation needs are:

1. Direct grants administered by the Department of
Administration (AS 37.05).

2. Fifty percent Matching Construction Grants
Program administered by DEC (AS 46.03).

3. Village Safe Water Program administered by DEC
(AS 46.07).

During the last six years, $431,000,000 in State money has
beem-;efmrE£ria$ed for water, sewer, and solid waste
projeetlr* Afgfcsdximately eighty percent has been in the form
of d&reet grants (AS 37.05) and only v-enty percent has been
adm&lsteradlfc DEC.

[ J

1% & ime' whenf* state revenues have declined, it is necessary
for state capital dollars to be used to the greatest
advantage of both the 3tate and local governments. To fund
sanitation utility development and to stretch the state”s
dollars and assure attention to the moat pressing needs, the
state should use the Ffifty percent Matching Grants and
Village Safe Water programs.

- Advantages of the fifty percent grant program include:
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eLocal participation in financing;
eTechnical assistance;

ePayment scheduling;

“Project auditing;

“Local financial planning.

September 21, 1987

Advantages and services of the Village Safe Water

Program include:

“Project planning;
“Technical assistance;

“Yarying construction techniques (force

account labor);
‘Negotiating agreements;
eFinancial accountability;

This approach is consistent with past policy ofv-" ; ~
Governor Covper. This will require local finaneli.1l
participation in projects (fifty percent Matching -

Grants Program), or if the community is not finitté&eltjt™>

capable of paying a percentage, that the grant fteQeqlf
go through a systematic process with direct asnifttn®;:

from VSW Program staff.

b. Alaska Clean Water Fund

With passage of SB 167, the Alaska Clean Water Fund was
established. This revolving loan fund will be
capitalized from both federal and State sources. The
federal government is making money available to Alaska;
however, the state must provide twenty percent match.
The Department®s FT 89 capital budget will contain a
request for this necessary match. With state match,
the fund could be as much as $83 million over an

eight-year period. -

c. CIP Component revenue

. *The capitm.1l budget request will propose necessary
revenue fcgh-fund the CIP component in the Facility

Constn&rldbbn and Operation Division. This division

both the fifty percent Matching Grants

"ftrograi and the Village Safe Water Program.

The FY 89

capital budget proposal will request monies that will

be the revenue source for the component.
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Mr. Chairman and members of this Committee. My name is
Robert W. Adler. I am the Executive Director of Trustees for
Alaska, a nonprofit, public™ interest environmental law firm based
in Anchorage, Alaska. With me today is Lisa Speer, Senior
Project Scientist with the Natural Resources Defense Council
(NRDC), a national environmental organization with approximately
70,000 members and supporters nationwide. Trustees, NRDC and the
National Wildlife Federation (NWF) have had a longstanding
interest and involvement in oil and gas development in Alaska,
and in issues related to the Arctic National Wildlife Refuge.

In July of this year, NRDC, Trustees, and NWF presented
testimony before this Committee on the preliminary results of a
major review that we are conducting regarding the environmental
effects of oil and gas development on the North Slope of Alaska.
Most of these impacts were not addressed adequately, and some
were not addressed at all, xn the Interior Department®s Report to
Congress and Legislative Environmental Impact Statement on oil
and gas development in the Arctic Refuge.

Since that time, the Committee has had the opportunity to
visit both Prudhoe Bay and the coastal plain of the Arctic
National Wildlife Refuge. With your increased understanding of
the nature and magnitude of development required for a major
oilfield on the North Slope of Alaska, we would like to take this
opportunity to elaborate upon some of the findings we presented
to you in July, and to discuss them in light of responses
recently raised by the oil industry.

To reiterate, the major conclusions of the NRDC/Trustees/NWF
report on Prudhoe Bay are:

1) Industrialization of the North Slope related to oil and
gas development has resulted In a wide range of environmental
impacts, including pollution of the air and water and the
destruction of substantial amounts of habitat.

2) The conduct of the oil and gas related industries on the
North Slope has ranged from environmentally responsible to
irresponsible, and in some iInstances has involved a serious
disregard for environmental impacts. Hundreds of violations of
state and federal regulatory controls designed to protect the
environment have occurred. These range from minor infractions to
at least one conviction on multiple criminal counts.

3) Existing environmental regulations as they are currently
implemented and enforced have not provided adequate protection
from significant environmental deterioration resulting from oil
and gas activities.



4) The technology to achieve successful restoration of
developed areas on the North Slope over the long term has not
been effectively demonstrated for large scale projects

5) Major data gaps exist on environmental iImpacts and
compliance on the North Slope due to a systematic failure in
monitoring on the part of the resource agencies. These gaps seem
unlikely to be filled in the foreseeable future given the" current

level of monitoring activity.

A. Compliance Issues

The oil and gas industry responds to many of the serious
potential environmental impacts of oil and gas development on the
North Slope by pointing to the extensive regulatory system that
iIs designed to prevent or to mitigate those impacts. As we noted
in our July testimony, we believe the present regulatory system
iIs not sufficient to protect the air, water and wildlife habitat
of the North Slope. Even if these regulatory controls are
tightened, they will only beeffective if compliance with them is
greatly improved. Our July testimony demonstrated just the
opposite — there has been widespread noncompliance with many
aspects of the regulatory program designed to protect the North
Slope environment.

A few of the most notable examples of the industry®s failure
to comply with environmental laws and regulations are:

1. Waste discharges to the tundra from fully one half of
che drilling mud reserve pits that were dewatered in 1986
violated state effluent limits. In 1985 and 1984 the situation
was even worse, with discharges from 85 percent and 100 percent
of pits violating permit standards.

2. State records document between 400-600 reported spills
of oil and other chemicals per year associated with oil
development on the North Slope and the northern portion of the
haul road.

3. In 1985, the only year for which the state has compiled
black smoke reports in a data base, 150 black smoke incidents 1in
violation of state air quality regulations were reported.
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4. There have been a number of hazardous waste violations
or. the North Slope. In 1983, a major hazardous waste event
occurred at the site of North Slope Salvage, Inc., which stored
and disposed of drums from North Slope operators.l During the
cleanup, over 58,000 gallons of contaminated liquids were
recovered. Extensive soil and water contamination was documented
and the site was determined to pose a 'serious environmental and
human health hazard.'2

Nor is this an isolated incident of iImproper storage and
disposal of hazardous substances. Of 29 hazardous waste
inspections by EPA and DEC, 11 revealed violations.3 ADEC has
closed two unpermitted oily waste pits with histories of leaking
and overtopping fluids.4 Most recently, ADEC has discovered
additional problems on Deadhorse lease tracts. For example. ADEC
discovered more than 500 drums of unidentified petroleum > quids
and several tons of other waste on a pad leased to Child"s
Equipment Services, which has filed for protection from creditors
in U.S. Bankruptcy Court. Some of the drums were leaking.5

Notably, the industry has done little to respond to these
charges. They have not attempted to explain the many violations
that are revealed in state and federal agency files. More
importantly, they have given no assurances that this violation
history will improve in the Prudhoe Bay region, and that such
violations will not be repeated in the Arctic National wildlife
Refuge.

In fact, rather than giving assurances that this past
disregard for existing environmental standards will be corrected,
the industry has continued to press for less stringent
environmental protections on the North Slope. For example, in a
letter written to the Alaska Office of Manag.-sment and Budget in
April of this year, the Alaska Oil and Gas Association attacked
many of the regulc cions designed to protect the.North Slope

1 ADEC, 1984. Report on the Occurrence, Discovery, and
Cleanup of an Oil and Hazardous Substances Discharge at Lease
Tract 57, Prudhoe Bay, Alaska.

- Clar, J.M., 1984. An Evaluation of theEnvironmental and
Human Health Hazards of chemicals found at North Slope Salvage,
Inc. (prepared for ADEC).

3 The results of most of these hazardous waste inspections are
unavailable in the public record because thev are pending review
or compliance action.

4 The Pingut Oily Waste Pit and Drill Sice 1C.

5 Anchorage Daily News, 7/19/87.
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environment.6 This hardly provides reasonable assurance that the
industry is willing to improve its environmental compliance
efforts on the North Slope.

B. Hazardous and Soliu Waste

As reported in our July testimony before this Committee,
tremendous quantities of solid and hazardous waste are generated
in conjunction withoil and gas development and productionon the
North Slope of Alaska. To date, the industry has not
demonstrated that it can dispose of these wastes in an
environmentally acceptable manner.

Much of the waste material produced on the North Slope is
the i1nevitable result of any major industrial undertaking of this
magnitude. Solid waste generated by the oil industry includes
wrecked vehicles, airplanes, used batteries, styrofoam pipeline
insulation, tires, prefabricated scrap construction materials,
large quantities of scrap metal, and over 10,0u0 used drums per
year.7 As an example, a three-year pipeline construction project
can generate over 500 destroyed vehicles, 3,000 batteries, 10,000
tires, 20,000 tons of scrap construction materials, 6,000 tons of
equipment components, thousands of used drums, thousands of cubic
yards of various camp-related wastes, hundreds of prefabricated
buildings, and large quantities of unused pipe.8

Perhaps more importantly, North Slope activities generate
tremendous quantities of liquid industrial wastes, some of which
are hazardous. A review of North Slope liquid wastes by ADEC
documented the following volumes of wastes disposed .f on the
North Slope in 1986:9

6 Letter dated 4/2/87 from the Alaska Oil and Gas Association
to the Alaska Office of Management and Budget.

7 ADEC, 1987(a)- Solid Waste Management Standards for Arctic
and Subarctic Alaska, page 2.

8 ADEC, 1986(a). Environmental Information Relative to Air
and Water Quality, Solid Waste Disposal and Oil Spill Contin-
gencies fTor the Arctic National Wildlife Refuge, page 25.

J ADEC, 1987(b). A Review of Liquid Waste Production and
Disposal at Oilfield Facilities on the North Slope of Alaska.
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Subsurface disposal

Injected wastes - ARCO Pad 3 3,649,422 gallons
| CPF 1&2 disposal wells 23,753,907 gallons
Annular injection 116,006,142 gallons

/ Surface disposal

Reserve pit fluids to tundra 64,568,520 gallons
Road discharges 36,924,594 gallons
Excavation dewatering 369,500,000 gallons
Hydrostatic testing discharges 3,056,119 gallons
Domestic wastewater discharges 1,032,650 gallons

TOTAL 617,861,300 gallons

Many of these wastes have the potential to cause
environmental degradation whether or not they are legally defined
as hazardous. But the question of which North Slope wastes are
hazardous is complicated by the fact that wastes uniquely
associated with oil and gas exploration and development are
currently exempt by law from classification as hazardous waste,
whether or not tne materials are in fact RCRA-hazardous. (RCRA

§3001(b) (2) (A)).

Nevertheless, biennial hazardous waste generator reports on
file at EPA indicate that large quantities of potentially
hazardous waste are generated on the North Slope. Total volumes
of wastes reported were 16,673,685 gallons in 1983 for all North
Slope oilfields, and- 166,669 gallons for the North Slope fields,
not including ARCO Kuparuk, in 1985.10

As explained in the compliance history section above, the
disposal of solid and hazardous waste materials on the North
Slope has been problematic, and in many cases has resulted in
direct contamination of land and water. Industry responds with
excuses Tor several of the individual incidents. For example,
problems documented at Deadhorse lease tracts are blamed on
small, independent oilfield service companies. By bringing such
.lease tracts under direct oil company control, as has been done
at Kuparuk, industry claims that such problems will be avoided.
The oil companies also assert that no sites on the North Slope
have actually been listed on the National Priority List for
cleanup under the Superfund. Both ARCO and Standard now propose
to dispose of hazardous wastes on the North Slope through deep

The Kuparuk report could not be located in EPA"s files.



well injection,ll a disposal technique they assert will reduce or
eliminate hazardous waste problems.

We respond to each of these points below.

It is entirely disingenuous for the major oil companies to
disclaim responsibility for the large volumes of wastes generated
as a direct result of their profitmaking activities on the North
Slope, regardless of the fact that, in the past, these wastes
were transferred to smaller companies for handling. The industry
will continue to generate significant quantities of hazardous and
other liquid wastes on the North Slope, and will generate
additional wastes if they are allowed to operate iIn the Arctic
National Wildlife Refuge. These wastes will continue to be
handled both by the major oil companies and by smaller,
independent companies, whether or not support and production
facilities are consolidated.

The overriding question is where and how these massive
quantities of wastes will be disposed of if development 1is
allowed iIn the refuge. The burden of proof is on the oil
industry to demonstrate that they can permanently and
successfully isolate these wastes from the fragile North Slope
environment. To date, they have failed to make this showing.

EPA is just beginning to review the industry®s proposals for deep
well iInjection of wastes, and there is no guarantee that this
practice will be allowed.

In fact, there are serious potential problems with deep well
injection of wastes. A study by NRDC of deep well injection of
wastes around the country documents numerorfe cases in which
underground injection wells have failed, resulting In extensive
groundwater contamination.1? Indeed, injection even of
supposedly innocuous "brines™ at oil and gas wells have resulted
in significant problems; over one half of 32 oil anu gas
producing states reported groundwater contamination from
underground brine disposal.13 The Office of Technology
Assessment agrees that underground injection poses a potential

11 ARCO engaged in deep well injection of hazardous and other
wastes at Pad 3 from 1976 through 1985, when ARCO stopped
accepting hazardous waste for injection at the facility, in part
because i1t did not have "interim status,”™ or authority to operate
without a RCRA permit.

12 Gordon and Bloom, Deeper Problems: Limits to Underground
Injection as a Hazardous Waste Disposal Method (NRDC, 1986).

13 Donald V. Feliciano, "Underground Injection of Wastes. Mini
Brief hur.ber MB83238," Congressional Research Service, Oct. 15,
1983, cited in Deeper Problems, supra.



threat to groundwater, and identified 8 possible contamination
pathways. 14

Nor has the oil industry demonstrated how it will dispose of
the large quantities of nonhazardous wastes generated by North
Slope oil and gas operations, including oily wastes. In fact,
five supposedly nonhazardous waste disposal sites have been the
subject of "preliminary assessments'™ under the Superfund
Program.14 The industry disclaims the importance of this by
noting that none of these sites have actually been listed on the
National Priority List (NPL) for Superfund cleanup. This claim
is highly misleading. Due to the slow pace of the Superfund
process in Alaska, none of the five sites have proceeded to the
more detailed Site Assessment phase, which is necessary to
determine the extent of contamination at any given site. But the
five sites have been chop-rn for further evaluation:

1. ARCO Prudhoe Bay received a "medium”™ priority
assessment.14 The site allegedly contains 10,000 - 80,000 buried
drums, some containing drilling muds, and has received "a
substantial volume of industrial (oil drilling-related)
wastes."17 The preliminary assessment recommends that 'the risk
to nearby water resources should be further evaluated.'10

2. Mukluk Dump - Prudhoe Bay (medium priority assessment)
may include "'small quantities”™ of hazardous materials, including
drilling muds, mud additives, some heavy metals, and solvents.
The preliminary assessment refers to the potential for leaching
to the Sagavanirktok River, and potential contamination of a
human drinking water source.l*

14 Technologies and Management Strategies for Hazardous Waste
Control, Office of Technology Assessment, U.S. Congress (1983),
at 192, cited in Deeper Problems, supra.

15 Preliminary Assessment of 45 Potential Hazardous Waste Sites
in the State of Alaska. Tetra Tech, Inc. 1984.

14 Four .recommendation levels are possible in the Tetra Tech
report:

None - no further action recommended
Low - inspection recommended on a time-available basis
Medium - inspection recommended on a scheduled basis
High - inspection recommended promptly.

17 Id.

10 1d.

19 Id.



3. Mukluk Freight Lines (medium priority assessment) has
been a storage site for a large number of industrial chemicals,
and survey results indicated that some chemicals were leaking
from drums or escaping from damaged and weathered sacks. The
assessment also indicated that the site had insufficient
structures for groundwater protection.20

4. North Slope Borough Landfill (medium priority
assessment) accepts wastes from a large number of entities on the
North Slope, and is currently the only operating landfill at
Prudhoe Bay. The assessment refers to possible previous disposal
of "oils, heavy metals and solvents,” and recommends that the
"risk to nearby water sources ... be further evaluated.”2l

5. Sand Dunes Landfill (medium priority assessment) also
served as a major waste disposal site for North Slope oil and gas
activities. Like the other landfills, this site may have
received drilling muds, mud additives, heavy metals, solvents,
and other hazardous materials. Previous EPA surveys mention
potential leaching to the nearby river and possible contamination
of potable water.22

These problems with sites that have been use-1 for solid and
liquid waste disposal in the past underscore the t, .rious waste
disposal problems that will be presented should oil and gas
development be allowed in the Arctic National Wildlife Refuge.
To date, neither the oil iIndustry nor the Interior Department
have presented a satisfactory plan for how these massive
quantities of wastes will be handled in a national wildlife
refuge, without posing a long-term contamination threat® to the
land and water resources of the refuge.

C. Reserve Pits

Built directly on the tundra, reserve pits are designed to
contain drilling mud and other wastes with gravel dikes.
Inaividual reserve pits on the North Slope can contain up to 13
million gallons of waste materials. Drilling wastes may contain
toxic components such as heavy metals, hydrocarbons, and

2 Id. Standard claims that this site was incorrectly included
in thi preliminary assessments, and that an EPA official has
recommended removal from the program. Standard Oil, 1987. Oil
and Gas Development in the Arctic National Wildlife Refuge 1002
Area; Issues Raised by Environmental Groups During Testimony
Before Congress, page 16.

21 1d.
22 1d.
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additives in varying amounts. Many of these components are toxic
to a variety of organisms. Disposal of accumulated drilling
wastes and contaminated fluids which exceed reserve pit
capacities is a major problem on the North Slope.

Despite a number of regulations and permit stipulation
requiring reserve pits which store drilling wastes to be
impermeable®, numerous leaking pits have been documented. Waste
fluids also escape due to overtopping or breaching of reserve pit
walls. Drilling wastes are disposed of by pumping reserve pit
fluids directly onto the tundra, spreading them on gravel roads
which are not designed to be impermeable, and injecting them
underground. In 1986, 64 million gallons of drilling waste
fluids were discharged directly to the tundra from reserve pits
and an additional 37 million gallons were applied to roads.Z23

In response to testimony presented by NRDC, Trustees and NWF
in July, the oil industry has argued that reserve pit flukjs are
not RCRA-hazardous but instead are "generally innocuous, that
new state solid waste regulations will effectively deal with the
problem of leaking reserve pits, that state-of-the-art disposal
practices have reduced or eliminated altogether the need for
reserve pits, that underground iInjection poses no threat of
environmental harm, and that a U.S. Fish and Wildlife Service
study of reserve pit fluids we cited was only a draft and is
technically flawed.

We address each of these points below.

In a study mandated by 88002(m) of the Resource Conservation
and Recovery Act (RCRA), EPA is presently evaluating whether or
not petroleum extraction waste should be regulated as hazardous.
EPA has not yet determined what percentage of drilling and
production waste is RCRA-hazardous; it is thus impossible to
confirm industry®s assertions that these wastes are not RCRA-
hazardous. However, even if such liquids were not hazardous as
defined by RCRA, they can in no event be termed "innocuous."
Common types of pollutants found iIn reserve pits include salts,
additives, oil and grease, and dissolved heavy metals,25 many of

23 See pages 4-7 of NRDC/Trustees/NWF testimony presented
before this Committee on July 21, 1987.

24 Standard Oil, 1987, supra.
25 EPA, 1987 in prep. Management of Wastes from Oil

Exploration, Development and Production, August, 1987, page
F11-13.
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which are toxic to a variety of organisms.26 Pit fluid analyses
performed by numerous investigators, including the industry, show
concentrations of half a dozen metals at levels that exceed EPA"s
acute and/or chronic toxicity level for aquatic life.

The FWS study of reserve pit fluids, referred to as a
“"draft” by the industry, has been finalized and is now going to
press.27 The study found that reserve pitr. are the most likely
source of metal and hydrocarbon contaminants that are spreading
through tundra wetlands and that are associated with reduced
biological diversity and abundance in associated tundra ponds.
Presumably, the U.S. Fish and Wildlife Service which is the
expert agency in these matters, did not reach -his conclusion
lightly.

After years of opposition by the oil industry, the Alaska
Department of Environmental Conservation developed new solid
waste regulations which went into effect in September o;c this
year. These regulations will require that new reserve pits be
designed not to leak. While industry has begun to submit new
designs for reserve pits, thesu designs have yet to be proven
effective, the numerous existing leaking pits have yet to be
corrected, and the effects of long-term open pits have yet to be
determined. While some of these designs rely on lining reserve
pits, the technological feasibility of using liners iIn arctic
conditions has yet to be demonstrated.

26 See, e.g.,:

U.S. Environmental Protection Agency, 1987 1in prep.
Waste from the Exploration, Development and Production of Crude
Oil, Natural Gas, and Geothermal Energy, Interim Report. April
30, 1987.

Strosher, M.T., W.E-. Younkin and D.L. Johnson, 1980.
Enviro™nental Assessment of the Terrestrial Disposal of Waste
Drilling Muds in Alberta: Chemistry of Sum™ Fluids and Effects on
Vegetation and Soils. A Report prepared for the Canadian
Petroleum Association, December, 1980.

Land, Bernard, 1974. Toxicity of Drilling Fluids to
Aquatic Biological Systems, A Literature Review. Environment
Canada, Fisheries and Marine Service Report 487.

U.S. Department of the Interior, 1987. Final Coastal
Plain Resource Assessment, Arctic National Wildlife Refuge.

27 West, R.L. and E. Snyder-Conn, 1987 in press. Effects of
Prudhoe Bay Reserve Pit Fluids on Water Quality and
Macroinvertebrates of Arctic Tundra Ponds in Alaska. Only after
a Freedom of Information Act Request and a subsequent appeal was
Trustees able to obtain a copy of the final U.S. Fish and
Wildlife Service study.



12

The other solution to problems posed by reserve pits
proposed by the industry, underground injection, 1is not without
its problems, as discussed above. These problems can be expected
to be aggravated in the case of annular injection, where waste 1is
disposed down the outside, as opposed to the inside, of the well
casing, thereby increasing the opportunity for wastes to escape.

Industry clajms that volumes of drilling wastes requiring
disposal iIn reserve pits can te uramatically reduced or
eliminated altogether and point to the Endicott project offshore
Prudhoe Bay in the Beaufort Sea. while it is true that industry
does not need to use reserve pits at Endicott, this iIs because
Standard dumps some 4,600 tons of drilling mud and 31,700 barrels
of cuttings per year from Endicott wells into the Beaufort Sea
under an NPDES permit issued by EPA,*8 a practice which can
entail very significant impacts to aquatic life. Thus, it 1is
disingenuous Tfor the industry to cite Endicott as evidence
supporting the claim that it can eliminate reserve pits.

Industry also claims that it has reduced the use of chromium
additives to drilling mud, which will reduce the heavy metal load
in reserve pits. While it is true this may reduce the chromium
content of muds disposed of iIn reserve pits, levels of other
metals, including lead, mercury, cadmium, copper, aluminum,
nickel, zinc, and other mud contaminants will presumably remain
unaffected. Moreover, metals are not the only problem related to
reserve pit fluids. Polycyclic aromatic hydrocarbons, which can
be toxic to aquatic life at the parts per billion level (ppb),
are apparently migrating from reserve pits and are accumulating
in tundra soils near .pits. On the North Slope, 'considerable
amounts of hydrocarbons were found in the tundra soil hundreds of
feet from reserve pits.”"29

In our July testimony, we noted that discharge permits
issued by ADEC allow discharges of cadmium, copper, lead and
mercury at levels that exceed EPA"s acute and/or chronic toxicity
criteria for the protection of freshwater aquatic life. In
addition, ADEC"s permit places no limits on reserve pit
discharges for a number of other metals, which, based on data
developed by the industry, occur in reserve pit fluids at
concentrations that exceed EPA"s acute and/or chronic toxicity

28 NPDES permit No. AK-003866-1. DMRs submitted to EPA by
Standard indicate that iIn 1986, some 22,000 barrels of mud and
31,700 barrels of cuttings were discharged into the ocean.
Assumes a mud weight of 10 Ibs/gallon.

29 EPA, 1987 1in prep., supra.
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criteria.3 The fact that millions of gallons of reserve pit
liquids that may contain levels of metals that are acutely toxic
to aquatic organisms raises very serious questions about the
ability of existing state and federal regulatory controls in
place to adequately protect the tundra ecosystem.

D. Air Pollution

Oil and gas facilities emit large amounts of air pollutants.
For example, ADEC estimated of NOX permitted to be emitted on the
North Slope is greater than 90,000 tons, and that actual
emissions are 70-90% of the permitted values3l — or 63,000-
81.000 tons of NOx. ARCO estimates that permitted NOx emissions
in the Prudhoe Bay region at 74,368 tons per year, with actual
emissions "somewhat less™ then those indicated.3 This contrasts
with Standard"s assertion that Prudhoe Bay facilities emit only
20.000 tens per year.33 By way of comparison, the Argonne
National Lab estimates that Washington, D.C. emits approximately
23.000 tons of NOx per year.34

The industry argues that although ambient concentrations of
NOy have doubled at Prudhoe Bay between 1980 and 1987, this 1is
not a "significant change,”38 and further imply that because
ambient concentrations of air pollutants are below national
standards, ther? iIs no environmental problem. While it iIs true
that NOx and SO4Z levels emitted by Prudhoe Bay facilities have
not exceeded the NAAQS, arctic species are known to be more
sensitive to air pollutants than are mid-latitude species which
have been used to establish standards.38 Moreover, ARCO"s air
quality monitoring data from Kuparuk indicates that average
annual concentrations of NO2 and S02 in 1986 — the main
precursors of acid deposition — have increased as much as 3-10

30 See pages 6-7 of NRDC/Trustees/NWF July 21, 1987 testimony.

ADEC, 1986(a), supra.
ARCO, 1987. Air Issues on the North Slope of Alaska.

Standard Oil, 1987, supra.

R 8 8 R

Argonne National Laboratory, 1984. Estimated Monthly
Emissions of S02 and NO2 for the 48 Contiguous States, 1975-1984.

3 Standard Oil, 1987, supra.

38 ADEC, 1986(b). Response to ARCO"s Comments on the
Preliminary Air Quality Analysis for Kuparuk CPF-3, April 1986.



fold in certain areas over levels reported by the industry in
1980 .37

These pollutants are of concern due to their potential to
acidify the sensitive arctie tundra. The industry argues that
because only 618 tons of SO4Z is permitted to be emitted on the
North Slope, acidification should not be of concern. However,
industry conveniently ignores the fact that NO2 is also an
acidifying pollutant, and that further S02 and NO2 together have
at least an additive effect, and usually more than additive
effect.3s

Moreover, EPA has raised concerns that acidification of
tundra may result even if ambient air quality standards are being
met. The Alaska Department of Environmental Conservation has
noted that negative impacts have been known to effect lichen at
concentrations at least as low as 39 ug/m3 and that short term
concentration are known to be more important to adverse effects
than long term averages.3* Maximum one hour S02 levels measured
at the Kuparuk Field were 52 and 186 ug/m3,40 The U.S. Fish and
Wildlife Service has also expressed concern about the short term
and long term impacts of SO02 on lichens, which are an important
food source for North Slope caribou. The effects of NOx and
other pollutants on plant species which serve as caribou forage

37 In 1979-1980, ambient air monitoring was conducted to
establish baseline data for the North Slope. Standard Oil, 1987
page 22. The following is a comparison of the annual average
ambient concentration of NOx and S02 measured as background for
the North Slope in the 1979 and 1980 monitoring, and 1986
monitoring at the Kuparuk River ™"maximum impact™ station.

1979-1980 1986*
1st gtr 2nd gtr
NO2 (annual average) 3.5**, 4.0** 11 19
S02 (annual average) 0.4%**, 0.5** 3 5

From: ARCO, 1987, supra-, pages 8-9.
* Includes monitoring data collected from June - December,
1986.
** Below the minimum detection limit of the analyzer.

38 EPA, 1982. Air Quality Criteria for Oxides of Nitroaen.
EPA-600/8-02-026, page 1-31.

38 ADEC, 1986(b), supra.
ARCO, 1987, supra., page 9.
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are not known and there are no studies underway which evaluate
potential effects. - -

Industry has responded with claims that North Slope lichens
are not affected by industrial air pollution, 1iIn part because the
North Slope is a desert and all precipitation, including-acid
precipitation, 1is low. While the North Slope®s annual
precipitation is low and comparable to desert regions, acid
precipitation is not the only process by which acidifying
substances can be added to water or land. Dew, -frost, frequent
fogs and dry deposition through gravitational sedimentation of
particles, impaction of aerosols, and adsorption of gases
contribute to acidifying effects.

E. Land and Habitat Impacts

Sixty million cubic yards of gravel have been used to
construct facilities including over 300 miles of roads and 5,500
acres of gravel pads in the Prudhoe Bay area. Pads and roads are
used to support facilities such as drilling sites, housing, .and
other facilities. Open gravel mines cover approximately an
additional 720 acres. An additional 3,400 acres of habitat have
been flooded due to the impounding of roads and pads in one of
the region®s oilfields alone.

The industry claims that only a small percentage of the
oilfield are affected by development by only counting land
surface which has been directly covered by oil facilities.
However, the oilfields sprawl over a large area with development
and support facilities connected by roads, pipelines, and
transmission lines. While a relatively small amount of the total
area affected by oil development is actually covered by gravel
fill, additional habitat is altered by oilfield activities, as is
demonstrated by the avoidance of maternal groups of caribou of
pipelines, roads and other facilities, particularly during
calving. An Alaska Department of Pish and Game researcher has
concluded that:

even iIf the amount of direct habitat loss (i.e., vegetation
covered by gravel were an order of magnitude larger it would
be of minor significance when compared with the amount of
habitat that would become unavailable because caribou avoid
developments.4l

41 Shideler, Richard T., 1986. Impacts of Human Developments

and Land Use on Caribou: A Literature Review, Vol. 2. Impacts of

Oil and Gas Development on the Central Arctic Herd, Technical

Report #86-3. Alaska Department of Pish and Game, Division of Habitat.
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The habitat within the oilfield may also be altered by
flooding caused by impoundments associated with roads, dust which
coats vegetation and changes snowmelt patterns, fragmentation of
habitat, and human disturbance.

While recent evidence indicates that a few small sites have
been the subject of revegetation efforts, no large scale, long
term rehabilitation efforts have been attempted, much less
demonstrated effective. In addition, there is no assurance that
monies have been set aside for what industry predicts to be
astronomically high costs of restoration. For example, a letter
from the Alaska Oil and Gas Association (AOGA) dated 4/3/87 to
the Alaska Office of Management and Budget, claims that removal
of facilities constructed for exploratory drilling and
rehabilitation of the site will cost 1.5 to 2 times the original
construction costs. While industry claims that all sites are
still in use and so not available for restoration, state records
show that 326 wells have been plugged and abandoned on the North
Slope.42 Presumably, a few of these lie within the Prudhoe Bay
area.

F. Implications for the ANWR Decision

The issue of whether a core calving ground exists within the
Arctic National Wildlife Refuge, and the magnitude of impacts of
oil and gas development on the Porcupine Caribou Herd has
consumed the vast majority of attention iIn this debate. Most
people agree that there will be impacts on wildlife as a result
of major -oil and gas development in the coastal plain. Even the
section 1002 report, which recommends full oil and gas leasing in
the area, acknowledges that some of these impacts will be major.
gn;y E?e precise magnitude of the impacts can seriously be

ebated.

While not wishing to minimize the critical importance of
these issues, the NRDC/Trustees/NWF study, as well as critiques
of the section 1002 report by CRS, EPA, and other entities,
indicate that the chronic, long-range threats to the integrity of
the Arctic National Wildlife Refuge include other far more
subtle, less press-worthy, but equally serious issues. The
following fundamental questions deserve attention by this
Committee. Yet most of them were either not considered or
received only cursory treatment in the section 1002 report.

viv] Alaska Oil and Gas Conservation Commission printout, 5/21/87.



1. How would the massive quantities of drilling arid
production wastes in the Arctic National Wildlife Refuge be
handled? Even assuming that the growing, pervasive pollution of
tundra wetlands and ponds that has been allowed in the Prudhoe
Bay area is acceptable (an assertion we strongly disagree with),
such impacts clearly are not consistenflwith the purposes of a
National Wildlife Refuge.

2. What would be the long-range, cumulative impacts of
large numbers of spills of oil, diesel, and other substances on
the environment of the coastal plain? While many individual
spills are small, some spills at Prudhoe Bay have exceeded
hundreds of thousands of gallons, and the total volumes from
large numbers of ™"small™ spills can be great.

3. What would be the effects of numerous, high visible
black smoke incidents on the wilderness and other values of
adjacent areas of the Arctic National Wildlife Refuge that have
already been designated wilderness? Would such events 1in
combination with other air pollution generated by oil facilities
result in long-term visibility impairment?

4. What would be the Ilc -range, chronic effects of
acidification from NOX and SOX ._missions on tundra vegetation
within the coastal plain, and what would the effect be on lichen
and other food sources for wildlife?

5. The Interior 1002 Report focused heavily on the "net”
acreage of oil facilities, e.g. how many acres would actually be
covered by roads, drilling pads’ etc. They did not, as noted by
CRS and other commenters, evaluate many of the secondary effects
of these facilities, including indirect habitat modification via
ponding, and behavioral impacts. Would habitat alteration in the
coastal plain exceed what Interior predicts based solely on the
physical number of acres actually affected?

6. Given the lack of substantial successful reclamation
over the long-term of oil facilities at Prudhoe Bay, what
assurance is there that the Arctic National Wildlife Refuge would
be restored to its natural state, or close thereto, when
development is over? Given the paucity of bonding requirements,
even iIf reclamation is technologically feasible, who would pay
for such work if irresponsible operators abandon sites, as has
occurred in the Prudhoe Bay region?

7. How would hazardous wastes be handled, transported and
disposed of? ARCO and Standard Alaska have pending permit
applications fir deep well injection of hazardous wastes at
Prudhoe Bay. Would similar hazardous waste disposal permits be
required for the Arctic National Wildlife Refuge, and is this
appropriate for a National Wildlife Refuge? What are the likely
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long term problems associated with deep well injection in this
region?

8. How and where would the massive quantities of other
solid wastes be disposed in the coastal plain? A large number of
landfills have been used at Prudhoe Bay, some of which are being
considered for the Superfund program. Would the same be true in
the Arctic National Wildlife Refuge?

9. Where would the massive quantities of water and gravel
necessary to support oil and gas development iIn the arctic come
from, particularly given the acknowledged shortage of freshwater
sources in the Refuge? Both EPA and CHS criticized Interior for
their lack of sufficient analysis of this issue.

Thank you for the opportunity to present our views.
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My name is Dennis Kelso. 1 am Commissioner of the Alaska
Department of Environmental Conservation. With me today is /N

Larry Dietrick, Director of our Division of Environmental
Quality.

The Department of Environmental Conservation is responsible
for protecting public health and the environment. We
enforce regulations governing air quality, water pollution
control, solid waste management, hazardous waste management,
and oil spill prevention and response. We write permits
specifying emission levels and disposal methods, monitor
activities under permits, and take enforcement actions when
needed. The Department has considerable experience with
the effects of oil and gas related activities.

On Alaska®"s Notch Slope, the Department has developed
stipulations for oil and gas lease sales, helped with siting
of disposal facilities, and carried out the full range of
environmental protection activities. We also participate in
the design and review of environmental studies, collect
monitoring data, and maintain a field office at Prudhoe Bay

in Deadhorse.

Effective waste stream management for oil and gas activities
in the Arctic National Wildlife Refuge (ANWR) requires the
following steps:

1. Evaluation of past practices and operating
procedures at other fields on the North Slope.

2. Advance planning for effective waste disposal
facilities and practices.

3. Development and application of specific, effective
requirements for iIndustry as lease stipulations
and permit conditions.

A. Coordination of efforts among agencies with
authority to regulate oil and gas exploration and
development.

5. Monitoring of impacts and compliance with
environmental requirements.

I will briefly discuss each of these steps and will
i1llustrate them with examples drawn from our experience with
solid waste management. In addition to solid waste, key
areas for adequate environmental protection measures include
air quality, liquid wastes, hazardous wastes, spill
prevention and response, and area of impact. | have
included an overview of these iIssues as an attachment to my

written testimony.

REVIEW OF WASTE MANAGEMENT PRACTICES IN ALASKA™S NORTH SLOPE
OIL FiE1£5

Decisions on the exploration and development of ANWR should
reflect the experience and iInformation gained by the State
and the industry during operations at the National Petroleum
Reserve in Alaska (where exploration began in the mid
1940°s), Prudhoe Bay (Wwhere exploration confirmed the field
in the late 1960°s), Milne Point, Lisburne, Endicott, and
the Kuparuk River oil fields. The technology and operating
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methods used in oil and gas development have evolved
considerably since the early days of Prudhoe Bay. Both the
industry and the agencies have learned a great deal in the
process. Operations in the newer fields at Endicott and
Kuparuk differ substantially from those at Prudhoe. Some
waste disposal practices have proven effective while others
can and should be 1mproved.

The Department is currently reviewing North Slope waste
disposal practices. A technical accounting of these
practices, a description of their evolution, and an
assessment of potential impacts will help identify the most
appropriate management regime for each waste stream for
ANWR.

Moreover, there i1s a role for Congress in designing the
waste stream management regime for ANWR by setting the
standards to be met. IT Congress concludes that some areas
of ANWR warrant a particularly high degree of environmental
protection, it may be appropriate, for example, to require
removal of wastes from those areas. The level of protection
deemed necessary by Congress can best be met through lease
stipulations or permit conditions, evaluation of the
effectiveness of these measures, and modification of the
requirements 1If field experience warrants.

The State"s waste stream management requirements have
evolved iIn response to the North Slope oil development
experience. During the past year the State developed new
regulations for handling solid waste, particularly drilling
muds. Those regulations are now In effect. They establish
requirements for disposal of drilling muds and for water
quality monitoring to ensure that the disposal techniques
used will protect the environment.

PLANNING FOR ADEQUATE WASTE STREAM MANAGEMENT

Planning before start-up is essential for proper management
of waste streams in ANWR. Inadequate planning before
start-up was a major reason why some North Slope development
occurred without the best technology. Similarly, i1nadequate
planning led to the absence of sufficient waste disposal
facilities for the oil field support industry, which does
not have access to the same disposal facilities as the field
operators. This has contributed to the abandonment of drums
and dumping of other waste materials on vacant sites iIn the
Deadhorse area.

Solid waste management provides numerous examples of the
advantages of careful planning for disposal facilities and
methods. Major sources of solid waste are garbage, drilling
wastes, scrap metal, oily wastes, construction debris,

drums, junked vehicles, tires and a host of other materials.
Comprehensive waste material management plans could minimize
the amount of waste and incorporate salvaging, reusing, and
recycling as waste management tools. Backhauling scrap
metal and crushed drums is an additional technique which
could make most landfills iIn ANWR unnecessary. Ash and
residue from incinerator operation could easily be
consolidated into a single facility.

Comprehensive planning could also lead to regional disposal
facilities. This would prevent unnecessary proliferation of
landfills while enabling the support service industry to
have access to proper disposal facilities. Ultimate
disposal of pipelines, flow stations, camps, and related
facilites should also be addressed at the outset of ANWR
planning so that a financial mechanism is iIn place to
provide for proper disposal upon completion of use.



Plans for management of drums should be required as a
condition of operation. They should include i1nventory and
tracking, cleaning, crushing, backhaul, and disposal of
waste liquids or residues from cleaning.

PERMIT CONDITIONS AND LEASE STIPULATIONS

Stipulations placed In leases and conditions written into
permits provide a means to address site-specific factors.
Lease stipulations apply to the tracts to be explored and
developed; they should be tailored to the conditions found
there. An example of a solid waste issue that could be
addressed by stipulation is the collection of litter and
other debris.

Litter, including construction materials and other debris,
can be a persistent problem near the arctic coast where flat
terrain and strong winds combine to carry these materials
considerable distances. Once "offsiLe'™, it iIs often
difficult to determine their source. Consequently, it may
be desirable to implement a ''no fault™ requirement 1in
stipulations applied to successful tract bidders, so that
litter and other debris ai™ routinely collected regardless
of their origin.

Permits are written to govern specific activities of the
permit applicant, often in a particular location. They are
useful In fine tuning the waste stream management system and
in preventing undesirable side effects of disposal. For
example, solid waste disposal facilities such as landfills
require a permit from the Alaska Department of Environmental
Conservation. By taking account of the site configuration
and other circumstances, conditions written into the permit
can help prevent air and water pollution which might
otherwise result from an improperly placed or operated
landfill. However, the site-specific characteristics of
most pr.. ts also limit their ability to deal with area-wide
problems i1nvolving many different activities. Waste
management problems often affect large areas and several
operators or industries. Consequently, permits are no
substitute for area-wide planning for disposal needs.

Effective use of lease stipulations and permit conditions
requires flexibility. Otherwise, new circumstances may
undercut their appropriateness. Changes in available
technology, legal requirements, or new scientific data may
dictate corresponding changes in the way a particular waste
iIs managed. In order to determine whether stipulations or
permit conditions are having the intended effect, i1t is also
necessary to monitor on a continuing basis.

COORDINATION AND REVIEW

To achieve the optimum level of environmental protection,
State and Federal agencies and industry must coordinate
their efforts. They must share data in order to ensure that
the best available information is brought to bear on ANWR
waste management issues. Agency requirements should also be
consistent and flexible enough to respond to changing
circumstances. Congress should establish a formal
consultation process iInvolving these parties. If developed
properly, this would also allow the opportunity for the
participating agencies to clarify their respective
authorities and to avoid duplication.

Among the 1issues which this process would address are the
timing of the various phases of development; the need for
studies; and the coordination of permitting, operating plan
reviews, Tield monitoring, and field approvals. In all
aspects of this process, it iIs essential that State and
Federal regulatory agencies maintain their own oversight
responsibilities.



MONITORING

Monitoring provides data to evaluate the effectiveness of
permit conditions and lease stipulations. It may
demonstrate the need to modify environmental requirements or
operating methods and may help i1dentify areas where
additional study is needed. Monitoring also allows a
determination of whether operations are iIn compliance with
these requirements and with other environmental standards.
For example, data from water quality monitoring under the
new drilling mud disposal regulations will show whether
contamination is occurring. If i1t is, the regulations
require corrective measures.

CONCLUSION

Governor Cowper has taken a firm position that ANWR
exploration and development must be done right, that the
environment and the special values of ANWR must be
protected. 1 have outlined some of the steps that can be
taken to achieve this goal. These are just highlights, of
course. Oil and gas development in the Arctic is a
complicated business and I have only touched on the major
environmental issues to be addressed.

Mr. Chairman, the Department of Environmental Conservation
is available to the members and staff to discuss the details
of environmental matters affecting your decision about ANWR.
Thank you for the opportunity to testify. We look forward
to working with you.

Attachment



SUMMARY OF WASTE STREAM MANAGEMENT

AND OTHER ENVIRONMENTAL PROTECTION ISSUES
RELEVANT to OIL AND GAS DEVELOPMENT

IN THE ARCTIC NATIONAL WILDLIFE REFUGE

AIR QUALITY

The principal air pollutants discharged during oil and gas
development are sulphur dioxide, suspended particulate
matter, carbon monoxide, and nitrogen oxides.

Concentrations of these four types of emissions depend, In
large part, on the type and volume of fuel burned iIn the
turbines, generators, and other internal combustion engines,
the and the amount of flaring iIn the area.

Flaring is a significant contributor to visibility
impairment. Flaring during exploratory flow testing and
operational phases is potentially a major source of emission
of soot —- primarily unburned hydrocarbons -- and other
materials. Technology exists to prevent such problems in
future developments.

The primary source of NOx at Prudhoe Bay i1s the more than
100 gas turbines, each rated at more than 10,000 horsepower.
This may be the greatest concentration of large turbines in
the world. Approximately 20 air quality permits have been
issued, and three are pending. The cumulative annual
discharge allowed under these permits is more than 90,000
tons of NOx. Actual emissions are approximately 70 to 90
percent of the permitted values. Modeling has been used to
predict the ground level concentrations of NOx and ground
level monitoring i1s now underway to verify the modeling
effort and measure ambient levels.

LIQUID WASTE MANAGEMENT

Liquid waste discharges include domestic wastewater, reserve
pit Ffluids, brine discharges, hydrostatic test discharges,
vessel rinsates, radiographic wastes, excavation discharges,
oily wastewater streams, equipment washing runoff, workover
fluids, wacte oil solvents, and a wide range of other
wastewater streams. Each needs to be identified with a
provision made for proper disposal.

Zero discharge of non-domestic (industrial) wastewater
streams, with the possible exception of excavation
dewatering, shoald be carefully considered for ANWR. Based
upon current experience on the North Slope, alternatives to
dewatering of reserve pits should be used In ANWR. The
management regime selected for drilling wastes could
eliminate the need to discharge to the tundra or roads.
Conventional dust control measures or water should be used
instead of wastewater. The planning stage should identify
specific disposal methods for liquid waste streams
classified under the Federal Resource Conservation and
Recovery Act (RCRA) and non-RCRA liquid oily-waste streams.
Rinsates from tank, vessel and truck cleaning also must be
disposed properly. Consequently, both the oil field
operators, and the oil field support service iIndustry must
have access to appropriate facilities. Underground
injection, potentially an acceptable disposal solution for
many of these waste streams, should be considered. Produced
water disposal should be limited to subsurface techniques.

Unlined gravel impoundments have been used iIn other North
Slope oil and gas developments to contain various wastewater
streams. This technique may not be appropriate in ANWR
because of i1ts limited effectiveness and its requirement for
large amounts of gravel.



Comprehensive planning is needed to ensure that liquid waste
disposal solutions are available for all users. This would

allow all liquid waste streams to be accurately identified,

characterized, and quantified along with an acceptable

method for disposal. For example, subsurface disposal
options should be available for use by the support service
industry.

SOLID WASTE MANAGEMENT

Major sources of solid waste are drilling wastes, scrap
metal, oily wastes, construction debris, drums, junked
vehicles, tires and a host of other materials. It is
critical that proper management of all these wastes be
addressed from the beginning. Drilling wastes are of
particular concern. The State®s new regulations governing
drilling waste disposal provide an appropriate starting
point.

Disposal of solid waste is another area for which careful
planning can lead to development of proper facilities at the
outset. Provisions for picking up "off-site" litter and
other debris should be addressed by stipulation placed on
successful tract bidders. Because it is often difficult to
determine the source of off-site litter or debris, i1t may be
desirable to implement a ''no fault” policy by which litter
and debris are routinely collected regardless of origin.

Plans for management of drums should be required as
condition of operation. They should include inventory and
tracking, cleaning, crushing, backhaul and disposal of waste
liquids or residues from cleaning.

Garbage and other wastes which may attract wildlife should
be incinerated. Collection and storage of such wastes must
also avoid attracting wildlife. Plans for collection of
these wastes and for central incineration should be prepared
and adopted as a condition of field exploration and
development.

Disposal methods for solid oily wastes from tank bottoms,
sludges, hydrocarbon waxes, oil contaminated muds and
cuttings and spill debris require very careful evaluation.
At Prudhoe, the North Slope Borough operates one of two
permitted non-RCRA solid oily waste disposal sites In
Alaska. Results from the operation of this site are mixed.

Additional work and technology review are needed to develop
acceptable solutions for this very difficult waste stream
management issue. Incineration would provide the most
reliable and complete solution to the problem. However,
thio iIs also more costly to the operators.

Comprehensive waste material management plans could minimize
the amount of waste to be disposed and could incorporate
salvaging, reusing, and recycling materials. Backhaul of
scrap metal and crushed drums are additional tools which
could make most landfills in ANWR unnecessary. Ash and
residue from iIncinerator operation could easily be
consolidated into a single facility.

Comprehensive planning to develop solutions for solid waste
disposal must also enable the support service industry to
have access to proper disposal options. Regional disposal
facilities can also help prevent unnecessary proliferation
of landfills. Ultimate disposal of pipelines, flow
stations, camps and related facilities should be addressed
at the outset of ANWR planning so that a financial mechanism
iIs In place to provide for proper disposal upon completion
of use.



HAZARDOUS WASTE MANAGEMENT

Hazardous waste management is governed by stringent
requirements under the Federal Resource Conservation and
Recovery Act (RCRA). Transportation of hazardous substances
iIs regulated by the Federal Department of Transportation.
The State has adopted hazardous waste regulations and is
currently in the process of implementing them through a
cooperative agreement with the Environmental Protection
Agency.

As with other waste streams, it Is essential that acceptable
disposal methods be available both to the oil field
operators and to the support service iIndustry.

Comprehensive planning iIs needed to develop appropriate
management facilities at the outset.

OIL SPILL PREVENTION AND RESPONSE

Coordinated response capability should be required.
Adequate oil spill contingency plans and secondary
containment requirements for drums and small facilities are
also mmportant. Buffer zones should be established to
isolate these facilities from sensitive areas.

IT field gas or refining capacity is available to supply
fuels it should be made available to the support service
industry. This will significantly reduce the occurrence of
spills by eliminating fuel storage and piping for space
heating and electrical generation. Local availability of
refined products to all users would eliminate haul road
tanker spills.

AREA OF IMPACT

Many of the tools developed iIn other North Slope fields are
directly applicable to minimize the "footprint” of
individual drill sites and of the overall production effort.
Appropriate facility siting criteria and buffer distances
will also help maintain adequate levels of environmental
protection.

Development plans should include the following: a design to
minimize the number of drill sites and production facilities
whille optimizing the layout of roads and pipelines;
provisions for a limited number of intensive use material
sites; and plans to centralize and consol®date support
facilities. Consolidation of the service iIndustry at
Kuparuk provides an example of centralized support services
in planning for ANWR.

Ice pads should be considered for all exploratory drilling.
Ice pads may also be used for temporary stockpiling of
overburden and muds and cuttings.

Restoration of the site at each stage from exploration
through production can reduce the cumulative 1mpact of
development activities. Adequate drainage must be provided
for all facilities to prevent iImpoundments.
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October 21, 1987

The Honorable J. Bennett Johnston
U.S. Senate

Senate Hart Office Building

Room 136

Washington, DC 20510

Subject: Comments on Arctic National Wildlife Refuge Leasing System

Dear Senator Johnston:

It was a pleasure to appear before the Senate Energy Committee on October
14, 1987, to present Conoco"s views on an appropriate leasing system to
govern the "1002 Area" of the Arctic National Wildlife Refuge. All of us
In the petroleum Industry appreciate yoyr Interest and Ileadership 1n
pursuing legislation to open this area to oil and gas activities.

During our discussion, however, 1 believe some confusion arose over our
recommendation that the 1002 Areabe leased 1n its entirety. The point |
was attempting to make was that the whole area should be offered fnr
consideration during each lease sale. It 1s highly unlikely, however,
that this approach would result in every tract contained in the 1002 Area
actually being leased at one time. The following comments are Intended to
further clarify this matter.

Conoco believes that offering the entire 1002 Area for lease in each lease
sale held will lead to the most efficient energy development, without
reducing the extensive existing environmental safeguards that would apply
to 1002 oil and gas operations.

As we envision 1t, the leafing process would begin with the designation of
the 1.5 million acre region as a "planning area” on which federal and
state governments, oil companies, environmental groups and all other
concerned parties can focus their attention. Prior to a lease sale, nil
companies would be Invited to indicate whichparts of the planning area
they might be interested 1n leasing. The State of Alaska, federal
agencies, environmentalists and others are invited to say which portions
they think should cr should not be leased.

After weighing all pertinent comments, the Interior Department could
eliminate areas particularly inappropriate for leasing from consideration
and offer the remainder for competitive bidding. This 1is commonly the
practice, for example, in preparation for OCS lease sales. Companies then
would submit sealed bids for the areas they most want to lease, and the
Secretary would award leases to the companies offering the highest bids.
However, the Secretary could reject bids with bonuses determined to be
inadequate.
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Although this approach to leasing would make the entire 1002 Area available
for leasing, 1t does not suggest in any way that entire areas will be
leased ~ only that the entire area will be considered as part of the
planning process, It also means that the NEPA review prepared as part of
the leasing procedure will consider all areas.

The lease offerings held under the O0CS leasing program Illustrate "how the
narrowing-down process works. In five offerings, the government started by
considering a total of more than 300 million offshore acres. They included
the central, eastern and western portions of the Gulf of- Mexico and the
middle and southern sectors of the Atlantic coastal area. By the time
negotiations with all concerned parties were concluded, nearly half of the
acreage 1in the five planning areas had been dropped from consideration.
That lert 164 million acres that were offered for lease. 011 companies
submitted bids on a total ef 6.8 million acres and actually leased 6.5
million acres. Thus, the acreage leased amounted to 2.1 percent of the
lands orlglnan,y~considered for leasing, Reference June, 117?84, American
Petroleum Institute booklet entitled "Should Offshore Oil Be Off Limits?",
page 33. e

Clearly, the offering of all 1002 tracts 1n one sale will not result in
leasing the entire 1dD2 Area* as some fear. The oil COMPaANIES Invest their
funds only in those tracts that they think offer good chances for
significant oil and natural gas discoveries. Haying paid millions of
dollars for those leases, the companies have every incentive to move ahead
rapidly to explore them within the limited terms of the lease, usually 10
years in deep water and frontier areas like Alaska. If they fail to do so,
the companies will lose both their Investments and their leases.

Finally, experience with the O0CS leasing system has shown that of the
offshore acreage actually leased, only a small fraction is likely to prove
to contain commercially producible reserves. We expect this to be the case
In the inn? Area also.

This country will need to rely on oil and natural gas as its principal
energy sources for many years to come. To protect national security, to
shield the economy from sudden supply interruptions and to prevent
shortages to consumers, the United States should try to produce these
supplies within its own territory. Under the best of circumstances,
however, it will take at least 10 to 15 years to lease and explore the
promising 1002 Area and to develop any oil and gas found there.

American oil companies have demonstrated for years that they can search for
and develop oil and gas 1n ways that are compatible with protecting the
Arctic environment. We believe this record can be extended successfully to
the 1002 Area.

Il la J-lcarijr In LUic nallvhul mwt"ase 1003 OKplontion. di-111 Ino mri
production to proceed at an accelerated, but orderly pace. It is clearly
detrimental to the consumer when large amounts of prospective acres are
ruled out of bounds and their energy potential cannot be determined. We
look forward to working with you and your fellow Committee members on the
legislation under consideration.

9.
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In an attempt to quickly answer the seventeen issues set out in your "lIssue
List For ANWR Leasing Bill", we offer the following responses. | shall be
happy to answer any follow up questions which you or your staff may have
regarding any of these answers.

QUESTION:

1 How. much of the eoastal plain should be 1leased at any one Lime?
Should there be one large lease sale or several smaller sales spread
over time?

ANSWER:

The entire coastal-~pUto--should- be "Offered for.-lease 1n-the first lease
sale.- *£ach- subsequent:-lease- offering should make every unleased tract
available for Ileasing. This Is representative of the existing offshore
leasing system where a very small percentage of the blocks offered and
available for.leases were actually leased. The chart below was derived
from TABLE 10, page 24 of OCS Information Report MM5-85-0083, This table
shows the number of tracts Teased "and the number of tracts offered 1n six
lease sales In the Gulf of Mexico.

Sale Blocks Blocks Acres Acres

Year  Number Planning Area Offered Leased Offered Leased

1983 72 Central Gulf 7,050 623 37,867,762 3,089,872
1983 74 Western Gulf 5,848 436 32,620,248 2,246,005
1984 79 Eastern Gulf 8,865 156 50,631,513 897,786
1984 81 Central Gulf 6,502 529 34,743,780 2,278,179
1984 84 Western Gulf 5,441 361 30,038,593 1,949,213
1985 98 Central Gulf 4,567 409 24,100,000 2,076,907

38,276 329 210,001,896 12,537,962

From OCS Information Report MMS 87-0026, we find examples of the applica—
tion o7*~this type of leasing system In Alaskan OCS lease sales shown below:

Sale Blocks Blocks Acres Acres Wells

Year Number Region Offered Leased Offered Leased Drilled
1984 87 Beaufort Sea 1,475 227 7,773,447 1,207,714 4
1983 57 Norton Basin 418 59 2,379,751 335,898 6
1984 83 Navarin Basin 5,036 163 28,048,995 927,989 8
1983 70  St. George Basin 479 97 2,688,787 540,917 10
7,408 545 40,890,980 3,012,518 28

-3-
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We believe thatthese sales will show that fears that the entire 1002 Area,
1f opened to leasing, would be leased down to the lastacre are
unjustified.

Industry will be willing to put up bonus money only on the most prospective
leases. Then exploratory drilling will be conducted only on the most

prospective of those tracts leased. IfT these exploratory wells
are extremely disappointing, then little further drilling would be
expected, If the wells are very encouraging, then delineationwells and

later development wells could be drilled from well pads to begin a
coordinated, planned development of the field.

To break the lease offering process up into several smaller sales would
Impede the coordination and planning of the development phase because the
lease operators would have to proceed In development without having
properly tested offset leases which had not yet been offered for lease, but
were held back for several small sales. Also, the Federal Government takes
a large risk for the taxpayers when 1t leases only a few tracts allowing
possible condemnation of the entire area by conclusively dry wells. If the
first few wells are extremely.disappointing, then subsequent lease
offerings are likely to bring disappointing bonus bids.

QUESTION:

2. Should certain areas, e.g. all weather springs and core caribou
calving areas, be totally off limits to leasing, leased later, or at
the same time as other areas?

ANSWER:

The subsurface of all weather springs and so-called core caribou calving
areas should be offered for lease, but subject to appropriate leasing
stipulations. These areas can be tested without significant risk of any

damage to  their environmental values. Stipulations could include
limitations on when, how and where drilling activity could be conducted,
honoring environmental sensitivities and the particular unique
characteristics of the area. We already honor such values in our
operations in the Aransas National Wildlife Refuge in South Texas where we
suspend certain kinds of operations during the period that the endangered
whooping cranes winter on our leases there. We operate in the Eastern Gulf
of Mexico in rotating drilling windows to allow for joint use of the area
by the U.S. Alr Force and Navy. We suspend drilling operations in the

Beaufort Sea when the Bowhead whales migrate through our leases there.
These examples point out that we are already successfully operating in
areas of special environmental concern and other areas where joint use
concerns must be dealt with, and the Secretary of Interior should be
charged with the itrapuns Ibtl 1ty of developing similar reasonable
regulations for operations in the 1002 Area.

RLL3/dm 016
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QUESTION:

3. Should there be an "exploration only" option? Should the government
do any or all of the exploration?

ANSWER:

We must not adopt an "exploration only™ option. Nor should the government
do any of the exploration. These concepts represent a change in the basic
entrepreneurial system which bhas served the Nation well. The” risks
inherent in exploration should be borne by the private sector. This
provides for a more efficient exploration program at almost no cost to the
taxpayer and keeps government out of the risk taking business which the
private sector Is*willlng and able to bear.

—QUESTION: F f p Su,
4m \What general- standard of mitigation/protection should be used, e.g.
rJO- B=-"toUnnecessary adverse effect”; "no significant adverse Impact,” etc?

ANSWER:

The general standard for mitigation/protection suggestedby Assistant
Secretary Horn ("'no unnecessary adverse effect") seems to be an acceptable
standard to use. Almost any standard must have some measure of
subjectivity. We believe that the Department of Interior®"s study of the
various standards which could have applied 1s extensive enough and provides
a fair and practical standard.

QUESTION:

5. Should the LEIS for the Secretary®s ANWR vreport be considered
sufficient as a programmatic EIS for a leasing program?

ANSWER:

The LEIS for the Secretary®s ANWR vreport should be considered as a
programmatic EIS for the 1002 Area leasing program. The LEIS 1n addition
to the 1002 Report sufficiently discusses the impact of oil and gas
operations on this area. The 1002 Area 1is a relatively small and
homogeneous area by OCS planning area standards. A requirement for a
further "Programmatic™ EIS is simply redundant.

QUESTION:

6. How should NEPA apply to and interact with the leasing program beyond
this Initial stage?

RLL3/dm 016
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ANSWER:

The requirements of NEPA win continue to apply to the leasing program 1n
every stage of the exploration anddevelopment phase without special
Congnoccional exemption.

QUESTION:

7. Is there a need for additional authority with regard to the Issuance
of rights-of-way 1n the 1002 Area?

ANSWER:

We -urge Congress to grant legislative authority to the Secretary of
Interior for the Issuance of rlghts-of-way 1n the 1002 Area. When this
authority was not granted for theTransAlaska Pipeline System, new
legislation from Congress was needed to proceed with the development of the
Nurth Slope discovery* at"Prudhoe Say. . Congress should do all it can to
avoid having to go-through the process again. The delay would mean greater
cost to the consumer and industry and would take up more Congressional time
than 1s warranted.

QUESTION:

fi. What kind of leasing model “is most appropriate for ANWR - the onshore
leasing program, the OCS program, or some combination of the two?

ANSWER:

We recommend that Congress direct theSecretary of Interior to develop a
new leasing system based upon the O0CSprogram, but tailored for the 1002
program.

QUESTION:

9. What kinds of environmental stipulations, mitigation measures, etc..
should the legislation contain? How specific should the. legislation
be in this regard? Some areas of concern Include

- availability of water and gravel

- air and waterquality concerns includingmonitoring
- protection offish and wildlife andtheir habitat
- various typesof waste disposal

- consolidationof facilities.

ANSWER:
Environmental stipulations and mitigation measures should not be part of
the legislation opening the 1002 Area to oil and gas exploration and

development because the use of such stipulations and measures by the
leasing authority needs to be specifically tailored to particular areas of

RLL3/dm 016
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concern which cannot be handled well in enabling legislation. The
Secretary of Interior should be granted the authority to impose whatever
reasonable stipulations and mitigation measures are necessary to protect
environmental values of the 1002 Area. North Slope operators already
conduct their operations pursuant to extensive and far reaching, existing
environmental laws and regulations. New legislation is unnecessary to deal
with availability of water and gravel, air and water quality concerns
Including monitoring, protection of fish and wildlife and their habitat,
various types of waste disposal and the consolidation of facilities. These
concerns should be left to the administrative agencies already charged with
thoco concerns. Well-meaning Jifthiun wuuld nnly nnmpnund and confuse
the existing complex mix of State and Federal laws and
regulations which adequately cover these subjects

QUESTION; : . -

ir?2 v*
ANSWER: - :r -- rn-v R

I,Cf. or
me leasing system should be a competitive, sealed bid, fixed bonus system
with a 1/8 fixed royalty. This 1s the system generally used for OCS
frontier areas.

10. What type(s) of leasing systems should be used?
ok kL

QUESTION:
11. What should be the maximum size of the lease tracts in this area?

ANSWER:

The maximum size of lease tracts should be 5,760 acres which 1is the same
size as tracts in the Federal waters of the Beauforc Sea.

QUESTION:

12. What should the lease term be and under what circumstances should such
term, be extended?

ANSWER:

The lease term should be a 10 year term. Extensions should be provided for
by the Secretary®s leasing program, and not as a part of the legislation
opening the 1002 Area to oil and gas operations. The term could be
extended by the Secretary if he determines that the lessee has made a good
faith effort toexplore the lease within the primary term, and that as
provided for inthe leasing program it 1is in the best interests of tho
Nation to extend the lease. Specifically, a lease could be extended if it
has been unitized, and the Secretary has approved a plan of development for
the unit. The lease should also be extended if the lease is producing, or
the lessee is drilling at the time the lease term expires. A reasonable
time betweencessation of drilling, or production, and resumption of

.7-
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drilling, or production should be provided for in the lease. IT a lease
has been unitized or a discovery has been made on the lease, but production
cannot be commenced because a pipeline has not been constructed, then some
extension should be permitted in such a case. Other extensions should be
available 1if circumstances warrant, and the Secretary of Interior should
have the discretion to determine when such extensions are 1n the Nation®s
interest.

QUESTION:

13.  Ilow should revenues from leasing in this area be distributed?

ANSWER:

Revenues from leasing should be distributed just as they are under the 0CS
leasing program.

QUESTION:

14. Is there a need for expedited judicial vreview or special liability
provisions?

ANSWER:

Expedited judicial review is necessary because opponents of leasing will
tie up the exploration and development of 1002 reserves for years with
legal challenges to every step in the process. Added delay is not 1n the
best interests of the Nation because it will ultimately cost the consumer
more for the product, and will impede the assurance of a stable domestic
oil supply, thereby threatening the national security.

QUESTION:

15. Should a new state/federal interdisciplinary team be created to deal
with leasing, production and development 1n ANWR?

ANSWER:
A new state/federal Interdisciplinary term need not be created to deal with

leasing, production and development in ANWR. This approach exists already
and will operate under existing law in any case.

QUESTION:

16. Sliuuld Llierts be a requirement for unitization of leases on the coastal
plain?

ANSWER:

Voluntary unitization must be allowed in the coastal plain. In certain

cases, the Secretary of Interior should have the authority to compel

8-
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unitization Just as he has under the existing OCS [leasing program.
Unitization rules should be developed by the Secretary of Interior 1n his
leasing program. Legislation opening the 1002 Area to oil and gas
operations should not attempt to deal with uniti2ation other than tn grant,
the Secretary the authority to approve or compel unitization when it 1s 1n
the Nations®s interest to assure the efficient development of oil and gas
reserves and to promote conservation.

QUESTION:

17. Should the Secretary of the Interior have lease cancellation authority
In this area?

ANSWER:

The Secretary of Interior should have the same rights to cancel a lease
that he has under the existing 0CS leasing system.

With regard to the question of whether or not summer drilling should be
required in the core calving area to test whether drilling operations
really have an adverse effect upon the caribou, we only wish to make a
short comment. We are convinced that the record already shows without
contradiction that industry can drill 1n the North Slope during the summer
with no long term adverse effect on the environment. The so-called core
calving area will have to face such a test 1n any case 1f production 1n
paying quantities 1is discovered there. Whether the test occurs early 1n
the exploration process or later 1n the development process 1s the
question. It would appear that to have such a test during the exploratory
phase would be best because the future of development operations would not
be at riskif the test proves again that the caribou are adaptable animals
who will tend to move slightly away from roads and facilities as was the
case at Milne Point. The problem with the proposal is that the added cost
of building a pad and gravel road for support of summer drilling would tend
to be more" expensive than winter drilling. Therefore, we probably would
not chooseto drill any first exploratory well 1in the core calving area in
the summer  ifgiven a choice. Summer drilling tests would be best saved
after a significant discovery 1s made on the core calving area to save
costs and to assure the most limited surface effect possible.

Should you or your staff wish to discuss any of these comments further,
please contact the undersigned at (713) 293-2291.

Very truly yours,

Raymond L. LaGarde

RLL3/dm 016



U.S. ENVIRONMENTAL PROTECTION AGENCV
REGION 10
12CC S'X” i- AVENUE
SEATTIE WASHINGTON 95*01

HO-i 3j June 1, 1937

Honorable Kill lam P. Horn

Assistant Secretary for Fish and wildlife and Parks
United States Department of the interior

18th and C Streets, NW

Washington, D.C. 2C240

Re: Arctic “atlonal Wildlife Refuge Report
Final Legislative Environmental Impact Statement

Dear Mr. Horn:

The Environmental Protection Agency (EPA) has reviewed the final
Legislative Environmental Impact Statement (LEIS) and Report to Congress
concerning the proposal to allow oil exploration, development, and production
within the Arctic National Wildlife Refuge (ANWR). ThU letter, with its
enclosure, provides EPA"s comments on the recommended action and alternatives

that were considered.

On February 6, 1987, EPA commented on the draft LEIS and recommended that
several elements of the document were 1in need of revision or expansion. The
final LEIS has undergone significant revision since the draft LEIS. Although
additional discussion has been provided In response to many of our comments,
the majority of EPA"s concerns have not been adequately addressed 1n the final
LEIS. In several |Important Instances, EPA"s level of concern has been
Increased by the revisions made to the document.

In reviewing the final LEIS, EPA found a document Incomplete In Its
presentation of scientific data that would support the Impact conclusions and
the Secretary’s recommendation. A large body of scientific Information on the
1002 area®"s resources has been collected in recent years by the U.S. Fish and
Wildlife Service (FWS). Likewise, information specific to the existing
environmental regulatory program (Including monitoring Information) |Is
available. Yet. this Information does not appear to be reflected In the final

LEIS.

The final LEIS constitutes the first Step In the Secretary's
recommendation for Congressional decision-making that must balance economic
needs and environmental risks. Greater attention to, and better use of, the



resource data that have teen generated in ANhR arc e"sewhe-e 0°1 Alaska®s North
Slope can provide for a tetter understanding of the "oilow"nc environmental

priori ties:

Assurance that the overall significance of envlronmeora®™ impacts,
inducing cumulative impacts, and the aoiHty to mitigate them are
properly Stated. In particular, we do not believe It appropriate to
suggest tnat the OruChce Say expedence would ce duplicated In ANriR. The
cata in :ne IEIS are Insufficient to support such a conclusion.

A wider range cf limited e*c’oratlcr,/develcc-.ert leas’ng alternatives are
developed anc considered. The impacts of the limited “easing alternative
(Alternative B) as revised in the final LEIS are new 0~ the same nigh
level of concern as for fuil leasing (Alternative a).

ldentify potential regulatory conflicts whic- may invc've Interagency

coordination. We are concerned about potential regulatory conflicts if.
for example, leasing were proposed in environmentally sensitive areas for
which the granting of ether necessary permits would be inconsistent with

existing laws and policies.

These and other concerns arg discussed further In the enclosure w.nich
represents a summary of our more detailed technical review comments.

Based upon the Inadequacy of the information presented in the final LEIS,
EPA would normally recommend that a revised document be prepared. The final
LEIS remains 1n need of corrective measures that require substantial changes,
including the expansion of the range of alternatives, in order for It to be an
adequate basis for any Congressional action. Since Congressional hearings
have already begun, EPA recommends that the Secretary cf the Interior’s final
recommendation to Congress be modified to better reflect the available

scientific information.

Thank you for the opportunity to review the final LEIS. IT the Department
of Interior has questions about EPA’s comments, please feel free to contact me
directly or Hr. Alvin L. Ewing, EPA’s Assistant Regional Administrator in
Anchorage. We look forward to answering your questions and helping you
prepare the final recommendati \

Enclosure



EPA REVIEW COMMENTS
ARCTIC NATIONAL WILDLIFE REFUGE .
final legislative environmental impact STATEMEN"

The primary issues and concerns ldentified during EyA's review of the AN*R
final LEIS are outlined below. Comments are broadly organized undeX three
major headings; Responsiveness to Comments, Technlcal/Sc lentlf<c Issues, and
Alternatives Analysis.

RESPONSIVENESS 7C COMMENTS

The final LEIS has acknowledged most of EPA"s concerns expressed 1in our
comments on tNe draft cccument. however, an adequate analysis of the impacts
associated with these issues 1is not apparent. Detailed analysis of the
following issues, as referenced from cur previous correspondence. "emairs a
prerequisite to rational decision-making.

Ai- ouality: AvalUple knowledge of Prudhoe Bay development effects was
not utilized, evaluation is deferred to future analyses.

Wafer and gravel supply needs: Significant shortages are acknowledged,
but tre final 1£IS nas not presentee an adecuate analysis to snow
whether water quantity/gravel quantity are sufficient to supcort the
recommenced action. The final LEIS assumes that major adverse
effects can be handled in a manner which will not result in adverse
Impacts to water quality or habitat.

Marine transportation facilities: Existing significant impacts due to
causeways around Prudnoe Bay are not reflected.

Wetlands: Only a very limited evaluation of large-scale hydrologic
Impacts and habitat fragmentation has been conducted. If the
hydrologic Impacts are greater than the brief discussions imply, the
large amount of wetland acreage that could be affected could be
greater.

Mi tigatlon: The effectiveness of proposed measures is not evaluated.
Discussions about rehabilitation are incomplete.

Regulatory processes: There is no discussion of how the new authorities
requested by the Secretary in his recommendation would relate to
existing environmental laws, other than that a leasing program
"might” require compliance with NEPA, the Clean Water Act. and the
Clean Air Act.

Noise impacts: There 1is no quantitative evaluation of noise levels which
makes It difftcult to reliably assess the disturbance effects on
sensitive wl Idlife species.

Cumulative effects: The final LEIS acknowledges cumulative effects by
providing a fist of projects which might occur but does little to
actually evaluate their effects.

Subsistence impacts: An expanded discussion of the off-ANwR effects on
distant Inland native settlements has been provided. The Impacts to
the exchange network from the recommended action have not been

evaluated.



These Issues rerain important even from a prcgrammat!c perspect*ve. Thei-
significance Is Increased by the Secretary®"s proposed recommendation that the
final LEIS be statutorily acooted as the EIS fo" the leasing program Itself.
We dlsagroe that this document Is adeqjate for tnat purpose. Specifically,
the leasing program irferred from the final LEIS night not provide the
opportunity to consider alternat!ves for Individual lease block deletions.
Such deletions ccu"c be a"med at locally redlc"ng risk to env'rormentally
sensitive tracts. A g-ea:?r- degree of site-specific "".formation (e.g. a
.tiered EIS) Is necessary to evaluate suer, a prcg™am.

TECHNICAL/SCIENTIFIC ISSUES

In a var*ety of instances, t'e final LEIS cc-:lus:cns and the Secretary-;
Recommendations go not apcea”™ tc be we 1l suestan: *ateC by the 1"forma tier
provided in the draft,and "Had -EIS.

Definitions of Impact S’gnlf"cance:

Definitions cf Significance of impacts are inappropriate in many cases.
For example, Impacts are not considered "major™ In the final LEIS unless they
exceed 30 years or mere duration. For many fish and wllcllfe species, seve-"a
generations coulc be acverse’y affected within this time, leading to severs

population- and community-level Impacts.

The final LEIS is Inconsistent in its application of impact definitions.
Often discussions In tne text describe a ™moderate" effect, but It Is labeled

In the conclusions as "minor."

Also, 1impacts are in many cases down-graded from the draft LEIS without
any explanation or justification. The final LEIS has numerous examples of
Impact conclusions tnat are minimized In this manner. It is not clear on what
basis these changes were made In the preparation of the final LEIS. As one
example, modification of 12,650 acres of wetlands was evaluated In both the
draft and final LEIS. The draft labeled this as a "moderate" effect, but in
the final it was down-graded to "miner” with no explanation. Considering the
potential for hydrologic disruption and habitat fragmentation, the 1impact

could be "major".
Underestimation of Impacts:

Potential underestimation of Impacts occurs throughout the LEIS. This Is
particularly true of Impacts predicted for the Porcupine Caribou Herd (PCH),
largely because they are based on selectively-chosen data from the Central
Arctic Herd (CAH) In the vicinity of Prudhoe Bay. For example, tne text notes
that although the CAH.no longer calves where development occurs around Prudhoe
Bay, 1t has nonetheless increased In size. This Is used as a basis to
conclude that development In the 1002 area (and subssauent displacement)
should similarly not affect the PCH. However, the text notes a variety of
Important differences between these two herds which include;



D the CAHhas a much lower population cer.slty;

2) themajority of the CAH"s Important caiving grounds have not
experienced development activities;

3) the CAH"s calving grounds have not become over.;rOwtje2 (even with
displacement oue t" development around Prudnoe Bay); and

A) predation by wolves and brown bears on the CAH has been minimized.

These differences strongly suggest tna: the L#£5 predictions, based cn cata
for tne CAH, are lively to underestimate Impacts to the PCH.

Placing such emphas®s on CAH data Is not necessa-y.A lamsebocy of cara
on the PCH (summarized "n tne >002 Area nr.al Baseline Retort) ras beer
gathered cy FWS in the last few years. The Final Baseline Reccrc corta®-j
additional ?CH data that jppea-" to «Z. be acecuately reflected in t-iS f ra;
LEIS. Tne final LEIS conclusions® are apparently not based cn all tne
available Information.

Mltlgation:

The mitigation clscussicns throughout the final LEIS raise several
concerns. The entire 1002 area nas been designated Resource Category 2.
However, several discussions In the text make a distinction Ir. haoitat value.
The overall "2" cestgnatlcn is net supported by the information In the final
LEIS. The final LEIS Indicates that site-specific habitat designations will
be conducted during the site-specific development/production pr.ase.
Characterization of hacitat after leasing and exploration has occurred could
result in habitat being upgraded to Resource Category 1. The Impacts may no:

be mltigatable.

Mitigation discussions 1n the final LEIS are incomplete. The final LEIS
assumes that mitigation measures will be both consistently Implemented and
completely successful. No analysis or references are provided to support
these assumptions. Rather, the final LEIS states that the experience at
Prudhoe 8ay provides a basis for minimizing or eliminating adverse effects
through the careful application of mitigation measures tested in that area.

As the Corps of Engineers noted In Its comments on the draft LEIS, industry
has been reluctant to apply compensatory mitigation and restoration technlaues
on the North Slope, except in very limited experimental circumstances. EPA"s
own extensive experience with the major operators at Prudhoe Bay supports this
conclusion; rehabilitation technology for the North Slope I* particularly

lacking.
Cumulative Effects:

Cumulative effects are not adequately evaluated In the final LEIS. The
final LEIS provides a list of criteria for determining which actions should be
Included in the cumulative effects analysis. The criteria appear to be unduly
restrictive and narrow the focus of the analysis. By using these criteria, a
list of projects that constitute the cumulative case scenario has been
developed for the final LEIS. Use of the criteria has resulted in only
existing projects being considered. The potential for future large-scale
development of offshore Beaufort Sea leases, oil and gas development in the
Canadian Arctic, and construction of large diameter gas pipelines are only
marginally considered.



Tne finll LEIS suggests a part'cu'ar development inf-astructure that "ay
resjlt from AN*R ieas'ng; hcwe-ve**, otner scenarios a”e possible. No usef-«
curative effects a-alys's is presence: either fc- f.ose projects arc
activities Iisteq cr f(_)[r/otr}er rea&sojnably ifcreseizeac;e scefa('\cs.

cumulative effects t-a: are reasonably foreseeable.

A!- Qualitv:

The final C.EIS doe: -c*. adequately assess prl-a-y arc secondary a‘r
d,a’!'ty Impacts. secondary air duality e'fects (e.g., arc:1; naze arc
aciciflcation of turcra) ray result frcm uoset situations arc normal 'c* level
ex'sslons even If stanca”“cs a”e being met. Impairment of visibility >s a
potential impact where there is increasing concern relative to existirg nc-tr
slope emission sources.

ALTERNATIVES ANALYSIS

Alternative 5, limited leasing, has been substantial ly revised in the
final LEIS. This alternative is purported tc reduce tne impacts to the PCH;
it implies that the nest Important calvlr.g area wcoib se protected by setting
aside the area where multiple years of heavy use overlap. However, the
=basic concept behind tne limited leasing alternative appears to be flawed.
The "overlap" area Is merely the FOCUS of where concentrated caiving has
repeatedly occurred in the most recent years.

Alternative 5 is further complicated by other assumptions within the final
LEIS. For example, the document states that only 27 pe-cent of the
"concentrated" calvinc area for the PCH exists in the 1C02 area. In contrast,
the draft LEIS stated that 80 percent of "core" calving was in the 1C02 area.
Although both statements may be statistically correct, the final LEIS does not
point out that the 1002 area's 27 percent of the PCH's "concentrated" calving
grounds has experienced approximately 85 percent of tne PCH's total calving.
The question of whether this small area can physically support calving for a
significant proportion of the PCH casts doubt on the potential for
Alternative B to satisfactorily reduce Ildentified environmental risks.

Changes made to Alternative 8 have reduced the geographical area slated
for maximum protection within the 1002 study area. The rationale for t"ese
changes have not been tiec to a biological foundation. Therefore, Alternative
8§ is now of the same high level of concern as Alternative A (full leasing).
EPA believes that a new limited leasing option should oe developed that can
achieve the stated objective of substantially reducing impacts to the PCH
while still allowing for cevelooment of oil resources. Alternative C. further
exploration only, remains environmentally preferred should Congress consider
only those alternatives presented by the Department of the Interior.
Independent expert review of all Information generated during tne exploration
activities outlined in Alternative C should be encouraged.
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MARGARET A. MORAN
SPEC istant the
ARCTIC NATIONAL WILDLIFE REFUGE (ANWR)

Hall of the States
Mﬁltygrﬁh Capitol Street, N.W.

Washington, D,C. 20001 (202)624-5858



100th CONGRESS ol -f m

1ST Session lol/TT

IN THE SENATE OF THE UNITED STATES
October 21 (legxsktive dby, October 16), 1987

Mr. Roth (for himself, Mr. Bradley, Mr. chafee, MI. Metzenbaum, Mr.

Durenberger, M, Simon, and Mr. ILarkin) introduced the _foIIowingz bill;
\Flyhtl)?h vV\\//askread twice and referred to the Committee on Environment and
ublic Works

A BILL

To amend the National Wildlife Refuge Adninistration Act.

1

10

Be it enected by the Serete and House of Representa:
fives of the United Sates of America in® Congyess assened

That notwithstanding any provisions of the National Wildlife
Refuge Alministration Act, a portion of the Arctic National
Wildlife Refuge in Alaska comprising approximately
1,556,793 acres, as gererally depicted on a map entitled
“Arctic Coastal Plain Wilderness-Proposed”, dated June,
1986, and available for inspection in the offices of the Secre-
tary of the Interior, s hereby designated as a component of

the National Wilderness Preservation System.



Nouember 4, 1987
ANWR BILLS PENDING BEFORE CONGRESS

Set forth belom Is a brief comparison of horn the fiue
pending Coastal Plain bills treat the key issues relating to oil and
gas leasing, the enuironment, and enploration and deuelopment.
The Tiue bills are in order of intros? _"ion:

H.R, 59.

Introduced by Congressman Udall, January 6, 1987 (96
COSpoNnsors)

mould designate all of the 1.5 million acre area of the
Coastal Plain as a Wilderness Area.

H.R. 1082.

Introduced by Congressman Voung, February 11,1987 (146
Cosponsors)

mould authorize the Secretary of the Interior to lease
all of the lands in the Coastal Plain for oil and gas
euploration, deuelopment and production.

1212.

Introduced by Senators Murkomski and Steuens, May 15,
1987 (9 cosponsors)

moulld amend the Mineral Leasing Act of 1920 to
authorize the Secretary to lease all of the lands in the
Coastal Plain for oil and gas eKploration, deuelopment
and production.



S, 1504,

Introduced by Senator Roth, October 21, 1987, (7
COoSsponsors)

mould designate the Coastal Plain as a UJilderness
Rrea.

H.R. 5601.

Introduced by Congressmen Jones Nouember 3, 1987 (2
COSponsors)

moulld require: (1) the drilling of four on-structure
exploratory test mells; (2) extensiue reuision and
complete duplication of all baseline studies, the
Resource Assessment, and Draft EIS and Final EIS; and
(3) only then initiate a nem executiue branch [eview
and decisionmaking process, all prior to a
determination of mhetherto lease, deuelop and
produce oil from Coastal Plain

On leasing

H.R. 39 and S. 1804 mould prohibit leasing and any use
of lands iIn the Coastal Plain In any manner
inconsistent mith UJilderness.

H.R. 1082 and S. 1217 mould aliom leasing, exploration
and deuelopment of all lands iIn the Coastal Plain.

H.R. 3061 mould make leasing contingent upon the
drilling of four "exploration only " mells, the
preparation of extensiue nem studies, reports and
NEPR statements, and mould prohibit surface actiuity
by designating "protectiue management zones"™ (de
facto UJilderness) in large areas of the Coastal Plain.



On Protecting The Enuironment

H.R. 39 and S. 1804 mould prohibit leasing and most
other actiuity on the Coastal Plain.

H.R. 1082 and S. 1217 mould subject all phases of
actiuity to existing enuironmental lams and
regulations, and prouide for the reasonable
protection of fish and mildlife resources, enuironment
and subsistence uses of the Coastal Plain.

H.R. 3601 mould require the use of best auailable
technology measures to mitigate the effects of
exploration and deuelopment and related actiuity;
mould impose a standard of "no significant
enuironmental impact'; and mould make the 23.5
million-acre National Petroleum Reserue — Alaska
(NPR-f1) a National Wildlife Refuge.

On Reuenues
H.R. 39 and S. 1804 mould generate no nem reuenues.

H.R. 1082 and S. 1217 mould allocate reuenues in
accordance mith applicable lam (90% to State of
Alaska and 1070 to Federal gouernment).

H.R. 3601 mould giue 507* of reuenues to the State of
Alaska and 507> to the Federal gouernment. The
Federal share mould be diuided euenly betmeen the
Migratory Bird Conseruation Fund and the Fish and
Wildlife Enhancement Trust Fund.



m){l Jretier $tudie$

H.R. 39 and S. 1804 owuld require no further studies.

H.R. 1082 and S. 1217 would require no further
studies.

H.R. 3601 would require the Director of the FLOS to go
back and re-do all baseline studies, reports and EIS"s
required bg section 1002(h) of RNILCR; and would
require new studies bg the National flcademyu of
Sciences, and the formation of a new RNIJDR Scientific
Rduisory Panel.

11oJLTime frame For Oeuelooment
H.R. 39 and S. 1804 would prohibit any deuelopment.

H.R. 1082 and S. 1217 would require the first lease
sale to be held within one year of enactment of the
Ret.

H.R. 3601 would require reports following the
enploratory drilling program, and would permit the
President to authorize deuelopment only ifreserues
are shown to be of significant size and importance to
the nation. Deuelopment could be delayed four to six
years while further studies and reports are made.
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Alasffea State Legislature

Senate

P.0. BOX V
o _ State Capitol
Official Business Juneau, Alaska 99811

January 26; 1987

Gov. Steve Cowper
State Capitol Building
Juneau, Alaska 99811

Dear Governor Cowper,

Sat. 24th, breakfast with Hensley, Kerttula and Stevens in
attendance.

When meeting with Sen. Stevens, 1 expressed my concern®® over
the state"s 3rd party interest in ANWR being eroded with land
claims exchanges. We have the example of the "gates of the
arctic” trade for the Kaktovik 100,000 acres with sub-surface
rights, the CIRI pressure in D.C. and Koniag®s efforts.

Ted said native land exchanges would expedite drilling
..pressure was "on Interior”.._he did not argue when 1| said we
(the state) should have the same exchange rights with state
lands and we had received little federal cooperation on
exchange questions. But he stated "we had little of value to
exchange with feds"™ and that there was a serious question
about whether we even had 90% of ANWR royalty that, in fact,
he doubted that the law intended or would give the sr.ate 90%
royalty....and if it did the feds would take it anyway!

I believe we must research the law and all federal intent in
this matter.

I am very worried that the Senator has made up his mind and
it is really against the positic | feel elected to represent
on both the 90% issue and state land exchanges for key ANWR

areas.
Sincerely,
/% /
Jay Kerttula
Chairman,
Judiciay Comm.
JK/jck

cc: Members of Senate Judiciary
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Various ANWR issues: 1/22/87
Lo7(i)

Ves, ASRC (maybe others too) 1is saying that it doesn't have
to share subsurface revenues -from trade lands in ANWR with
other ANCSA corporations because these aren't lands that
ASRC has selected and received under ANCSA. So ASRC
cintends that the lands aren't subject to 7(i). Other
corporations are said by DNR to have taken the issue to
arbitration in Interior, though no one in LNR knows the
details. 1"l try to find out more.

2. Legality of reducing 90%

The AG's Office has prepared a couple of memos savin% that
it's question ble whether the State could successfully _
challenge a federal reformulation of o/% revenue sharing in
refu?es. But there are three grounds that may support a
challenges a) the statehood compact; b) discriminator
effect (i.e. other states get better treatment);, and c
Pollcy considerations — changing the formula would amount
0 a reversal of 65—year federal policies regarding long-
term retention of public dornain lands with benefits for
states in the form of substitutions for property taxes.

3. 1002 study comments

| am getting copies of the agenc¥ comments on the 1002
draft, if you'd be interested. he State's position on
major issues will be decided at a meeting of the Resources
Cabinet next Thursday. The major issues are a) whether to
support Altv. Aor B (drilling 'in the core calving area or
not;; b) whether to establish a three-mile insect relief
buffer, on the coast; and c) whether to buffer streams with a
3/4 mile corridor, or instead use the standard 500/100'
stream buffer for most state lands depending on the sice of
the stream and the resource values.

4. Reclamation funding

do now know that Alaska
e

| don't have any figures Yet, bu [
_ Reclamation program, so
|

t
has always been.excePted rom the
has never benefited from it.

5. Compass/opinion piece

| have drafted one, am net happy with it, and will be
reworking it to send out when your resolution goes in. |
need more info on some of these topics.

6. Reactions to Sharman’s report



The environmentalists say it's the most balanced state
position ther’ye seen yet, but doesn't recognise the other
environmental issues besides caribou. So |'ve asked the
Lobby to supply some back?round on other issues that you
could mention in the resolution if you want to. Yesterday
Shultz's aide Dave Stand iff was trashing the report as
being too biased. (!!'!) Until the greenies are ticked off
too, | guess we won't have achieved a balance

7. Alaska hire
No language from Mano yet; "Il call tomorrow.
8. TAPS issues

| got a copy of the TAPS tariff projections through 2011;
after 2003 the tariff would be expected to rise over SIO/bb]
(up to $93.30/bbl in 2011) because of reduced throughput

with the decline of Prudhoe/North Slope production. This
would of course he affected by increased production _
els%maﬁre on the Slope, especially if there's a lot of oil
in .
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sams
Here's a paragraph on the ASRC/KIC transactions in ANWR.

Under Sec. 12(a) of ANCSA, the Arctic Slope Regional
Corporation was prohibited -from -following Village
corporation selections within the National Petroleum Reserve
and Arctic Wildlife Refuge and receiving the subsurface
under them. Instead, ASRC was supposed to select subsurface
from other federal lands withdrawn during the early 1%970°s
for possible Native selections,

ASRC made some of these selections in lands that later were
included in the National Park System by ANILCA. ANILCA
allowed that these subsurface acres could be traded out of
the National Parks in the future, including (contrary to
ANCSA-s prior language) within ANWR. So, as it has
happened, ASRC in 1983 followed Kakcovik under about 92,000
acres of its holdings in ANWR and gave up about 100,000
acres of its acreage in the Gates of the Arctic National
Park. When Kaktovik finalised its ANCSA selections in 1986,
Pettlng another township in ANWR just south of its existin
ands, ASRC followed underneath them, receiving about 17,000
acres straight up and another 3,000 tentatively (the Jago
River, which the State has contested as being nawgable
waters belonging to Alaska, unconveyable by the federal
government) ..
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RESOLUTION OF THE INTERSTATE OIL COMPACT COMMISSION
REGARDING THE ARCTIC NATIONAL WILDLIFE RERUGE

WHEREAS, the U.S. Congress has reserved the right to permit further
exploration for, and development and production of, oil and gas within the
coastal plain of the Arctic National Wildlife Refuge, Alaska; and

WHEREAS, the oil iIndustry, the State of Alaska, and the Department of
the Interior consider the coastal plain to have the highest potential for
discovery of wvery large oil and gas accunulations on the North American
continent; and

WHEREAS, a decision to permit oil and gas exploration development and
production on the coastal plain consistent with environmental considera-
tions will increase the value and facilitate develofamt of highlly prospec-
tive state-omed tidelands and Tfederally-omed OCF lands offshore of the

Refuge; and

WHEREAS, fTacilities developed to transport petroleum resources discov-
ered on the coastal plain to the Trans-Alaska Pipeline System (TAPS) may
allov marginal discoveries located between the Refuge and TAPS to be devel-
oped and produced and n*y prolong the economic life of TAPS; ad

WHEREAS, oil and gas exploration and development of the coastal plIMn
and adjacent lands could result In major discoveries that could reduce our
nations future needs for imported oil, help balance our trade deficit, ad
significantly increase the national security; ad

WHEREAS, if development commenced today 1t wojld be years, 1If not
decades before production could commence and accrue benefits to the Areri-
can consurer; and

WHEREAS, the 1.5 million acre coastal plain comprises only eight percent
of tue 19 million acre Refuge, and development of any oil and gas reserves
subsequently discovered will affect an even smaller percentage of the
coastal plain; ad

WHEREAS, the o1l iIndustry has shomm at Prudhoe Bay, as well as at
other locations along the Arctic coastal plain, that It can safely conduct
oil ard gas activity without adversely affecting the environment or
wildlife populations;

NOV, THEREFORE, BE IT RESOLVED that the Interstate Oil Compact Commis-
sion urges the Congress of the United States to open the Arctic National
Wildlife Refuge (ANWR) Coastal Plain to environmentally responsible oil ad
gas exploration, development and production.
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Debate over ANWR exploration heats up
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Senate Committee on Energy and Natural Resources
Bennett Johnston, Chairman

Each Senator has a common address: U.S. Senate, Washington, D.C. 20510.

Senator Jeff Bingaman (NM) Senator Lowell Weicker, Jr. (CT)
Senator Kent Conrad (ND) Senator Daniel J. Evans (WA)
Senator Pete Domenici (NM) Senator John Melcher (MT)
Senator Wyche Fowler, Jr. (GA) Senator Timathy Wirth (CO)
Senator Bennett Johnston (LA) Senator Wendell H. Ford (KY)
Senator James A. McClure (ID) Senator Howard Metzenbaum (OH)

Senator Bill Bradley (NJ)
Senator Mark O. Hatlield (OR)
Senator Don Nickles (OK)
Senator Dale Bumpers (AR)
Senator Chic Hecht (NV)
Senator Malcolm Wallop (WY)

House Committee on Interior and Insular Affairs

Mo Udall, Chairman

Each Representative has a common address: U.S. House of Representatives, Washington, D.C. 20515.

Rep. Richard Baker (LA) Rep. B. Garrido Blaz (Guam) Rep. Beverly Bryon (MD)
Rep. Ben N. Campbell (CO) Rep. Richard Cheney (WY) Rep. James Clarke (NC)
Rep. Tony Coelho (CA) Rep. Larry Craig (ID) Rep. George Darden (GA)
Rep. Ron De Lugo (VA) Rep. Peter Defazio (OR) Rep. Bill Emerson (MO)

Rep. Jaime Fuster (PR) Rep. Elton Gallegly (CA) Rep. Samuel Gejdenson (CT)
Rep. James Hansen (UT) Rep. Thomas Huckaby (LA) Rep. Dale Kildee (MI)

Rep. Peter Kostmaysr (PA) Rep. Robert Lagomarsino (CA) Rep. Richard Leman (CA)
Rep. Meldon Levine (CA) Rep. John Lewis (GA) Rep Manual Lujan, Jr. (NM)

Rep. Edward Markey (MA) Rep. Ron Marlenee (MT) Rep. George Miller (CA)

Rep. Austin Murphy (PA) Rep. Wayne Owens (UT) Rep. Chas. Pashayan (CA)
Rep. Nick Rahall Il (W) Rep. John Rhodes IIl (A2) Rep. Bill Richardson (NM)
Rep. Phillip Sharp (IN) Rep. Denny Smith (OR) Rep. Fofo Sunia (Am. Samoa)
Rep. Mo Uc'rtl (AZ) Rep. Bruce Vento (MN) Rep. Peter Visclosky (IN)

Rep. Don Young (AK)

|ttee Merchant Marine and Fisheries
Waer B Jones, ‘Chaiman

Rep. Barbara Vucanovich (NV)

ep. Mario Biaggi (NY) Rep. Glenn Anderson (CA) Rep. Gerry Sludds (MA)
Rep. Carroll Hubbard (KY) Rep. Don Bonke' (WA) Rep. William Hughes (NJ)
Rep. Mike Lowry (WA) Rep. Earl Hutto (FL) Rep. W.J. Tauzin (LA)
Rep. Thomas Fodlietta (PA) Rep. Dennis Hertel (M) Rep. Roy Dyson (MD)
Rep. William Lipinski (IL) Rep. Rabert Borski (PA) Rep. Thomas Carper (DE)
Rep. Douglas Bosco (CA) Rep. Robin Tallon (SC) Rep. R Lindsay Thomas (GA)
Rep. Solomon Ortiz (TX) Rep. Charles Bennett (FL) Rep. Thomas Manton (NY)
Rep. Owen Pickett (VA) Rep. Joseph Brennan (ME) Rep. G.J. Hochbruechkrer (NY)
Rep. Robert Davis (M) Rep. Don Young (AK) Rep. Norman Lent (NY)
Rep. Norman Shumway (CA) Rep. Jack Fields (TX) Rep. Claudine Schneider (RI)
Rep. Herbert Bateman (VA) Rep. Jim Saxton (NJ) Rep. John Miller (WA)
Rep. Helen Bentley (MD) Rep. Howard Coble (NC) Rep. Mac Sweeney (TX)
Rep. Joseph DioGuardi (NY) Rep. Curt Weldon (PA) Rep. Patricia Saiki (HI)

Rep. Wally Herger (CA) Rep. Jim Bunning (KY) Rep. Walter B. Jones (NC)
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Bright future for Alaska ooal

Plan could spark new coal exports
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OF ALASKA

April 20, 1987
FOR IMMEDIATE RELEASE
CONTACT: Richard Paul (202) 224-3185

STATEMENT BY SENATOR FRANK H. MORKOWSKI (R-ALASKA)
INTERIOR DEPARTMENT FINAL REPORT ON
ARCTIC NATIONAL WILDLIFE REFUGE

This report is the culmination of a long and detailed
process of analysis and public scrutiny. With i1ts release,
the Administration is saying to the American people, let’s not
wait until the next energy crisis — when we are all once
again standing in gas lines and blaming the government — to
worry about our energy future.

Keep iIn mind that our dependence on imported oil has
Jumped from 27 percent to 40 percent. That i1s considerably
greater than the level iIn the 1970"s, which precipitated the
energy crisis. Without question, new sources of oil must be
located.

It"s significant that Secretary Hodel has recommended
full leasing of the entire coastal plain. By doing so he is
demonstrating a full understanding that our security depends,
on government acting wisely and doing so now. It is essential
that we know the size of our domestic reserves. This report
shows a grasp of the high potential of finding substantial
reserves iIn ANWR.

I commend Secretary Hodel for addressing issues raised In
comments on the draft report, in particular the impact of oil
activities on caribou. Careful review of data and public
comments resulted In a finding that there iIs no permanent core
calving area. Instead, the caribou calve In concentrated
numbers iIn a variety of different locations from year to year.
This final report recognizes this and projects the Impact of
exploration activities on caribou will be minimal.

Those who attempt to exploit fear over the well-being of
caribou that live In ANWR iIgnore the Prudhoe Bay experience.
There were about 3,000 caribou in Prudhoe Bay in 1972. Today
that number has Increased five-fold to nearly 14,000. There
IS no either/or choice. Ve can have both oil and wildlife
protection.

This i1nformative report will be the foundation for the
legislative effort to open the coastal plain. I look forward
to beginning that process soon.
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DEPARTMENT of the INTERIOR
news release

U.S. GEOLOGICAL SURVEY Don Finley (703) 648-4460

For release: April 28, 1987

WORLD HAS IMMENSE RESOURCES OF OIL, BUT U.S. CONVENTIONAL SUPPLY LIMITED

The world still has an immense amount of known and undiscovered
conventional oil that could last perhaps six decades at present
consumption rates and has even larger resources of unconventional oil to
be developed, U.S. Geological Survey oil-assessment experts said Monday
(April 27, 1987).

The USGS experts told the 12th World Petroleum Congress 1in Houston,
Texas, however, that the geographic distribution of the resources 1is
uneven, resulting in potential supply problems for the United States and
other nations.

Charles Masters, Richard Meyer and David Root, all from the USGS
National Center in Reston, Va., said that the bulk of conventional oil

resources 1is in the Eastern Hemisphere - including the Middle East with
nearly half the world total. By comparison, the United States has less
than 7 percent. Conventional oil accounts for almost all the oil now

being used and will remain the dominant fuel resource into the early 21st
century.

The USGS experts added, however, that the Western Hemisphere has most
of the known so-called unconventional oil resources, which could gradually
become a major contributor over the long term as conventional resources
are depleted. Unconventional resources, which are more difficult and
expensive to develop, include extra-heavy oil, tar sands and shale oil.

The U.S. Geological Survey, Department of the Interior, estimates
that the world has 795 billion barrels of conventional oil in known
reserves, or 40 times the present consumption of about 20 billion barrels
per year, according to Masters, a geologist and chief of The Worl-d Energy.;
Resources Program of the USGS. Meyer, a geologist, and Root, a
mathematician, also are members of the program.

In addition, the world has an estimated 425 billion barrels of oil
(bbo) in undiscovered conventional resources, or enough to last two
decades at current consumption rates, “according to Masters, the chief
spokesman for the group. His remarks were prepared for the World
Petroleum Congress meeting April 26-May 1 in the Albert Thomas Convention
Center 1in Houston.

"The combined total of 1,220 bbo for known reserves and undiscovered
resources of conventional oil 1is 53 bbo less than we reported four years

ago to the last World Petroleum Congress 1in London," Masters said. "The
decline was a result of consumption since 1983 and reductions in
assessments of undiscovered oil in some areas. But estimates of known

reserves have 1increased in spite of a world discovery rate slightly less
than production because old fields have continued to grow beyond
expectations.

(more)



North America and South America combined have more than 91 percent of
the world®"s shale oil, with a large portion of it in the United States.

Masters also said the world has an estimated 8,000 trillion cubic
feet (tcf) of recoverable conventional natural gas left in the ground,
with more than half of it in the Middle Eatt and the Soviet Union. At a
consumption rate of about 60 tcf per year, this amounts to a supply
sufficient for more than 100 years at present rates of consumption. The
natural gas totals include 2,500 tcf for the Soviet Union, 2,125 tcf for
the Middle East and 600 tcf for the United States. Masters said the large
Middle Eastern gas reserves "are one of the largest under-utilized energy
resources in the world,"” with production-ef only 1.3 tcf per year.
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DEPARTMENT of the INTERIOR
News release

OFFICE OF THE SECRETARY
For Release April 20, 1987 . Contact: ATan Levitt (202) 343 6416

SECRETARY HODEL STRESSES ROLE OF ORDERLY ENERGY DEVELOPMENT
OFFSHORE-AND IN ALASKA TO MEET RUTURE NATIONAL AND CALIFORNIA ECONOMIC NEEDS

Secretary of the Interior Don Hodel said today that by the tum of the
century Califomians will face a critical need for oil from both offshore ad
from Alaska.

Addressing the Tomn Hall of Califormia in Los Angeles as he began an 8-day
visit iIn the state, Hodel said there could ke drastic repercussions on the
econany ad on the lifestyle of Califomians if additional energy resources are
not located and developed iIn the closing decade of this century.

"With 19 million cars, trucks and buses, Califormia uses some 580 million
barrels of liquid petroleun products every year, 10 percent of U.S.
consumption,” Hodel said. “'In fact, Califomia is the world™s third largest
consumer of gasoline, right after the remainder of the U.S. and the Soviet
Union. Although Califomia certainly is a mgjor oil producing state, it still
comes up more than 30 percent short In meeting Its omn demand.'’

Earlier this week, Hodel sent Congress a new 5-year plan for federal
offshore oil and gas leasing.

Citing last year®s sharp decline In U.S. domestic production, increasing
demand ad soaring imports, Hodel warmed "OPEC (Organization of Petroleum
Exporting Countries) iIs on the verge of getting back Into the driver"s seat."

“In my judgment, OPEC may have a more serious impact today than 1t had iIn
the 1970s when It used an embargo successfully to escalate prices ad In an
attempt to blackmail us on foreign policy issues,” Hodel said. 'Now, whether by
accident or design, they have a potentially more powerful weapon — the ,
whipsawing of prices to demoralize competition in non-OPEC nations.

"Loner oil prices have dulled memories of the 1970s ges lines, ad lulled
Arericans iInto a euphoric state of believing our energy troubles are ower,”
Hodel added.

He said 1t is vital that the United"States '‘produce enough oil domestically
to kegp OPEC and others from perceiving that they have a stranglehold on this
lifeblood of our economy and national security.”

The Secretary said the Nation must move forward on offshore leasing and
with an environmentally sound energy program for the coastal plain of the Arctic
National Wildlife Refuge (ANWVR) in Alaska.

(more)



"We can develop these energy resource: and protect the environment,™ he
said. 'We do not have to choose between thY™ two. We can do both.

"IT we fail to move to develop resources available to us, it will be like
putting a sign on America saying: “Take advantage of us because we lack the will
to help ourselves.™™

In addition to the 5-year offshore plan, Hodel recently released a
congressiorally-required report and recommendation for management of the 1.5
million acre coastal plain of ANMR, 65 miles east of Prudhoe Bay.

"The two most Immediate promising prospects for adding significantly to
Averica™s oil and gas reserves are offshore Califormmia and the coastal plain of
ANR,"™ Hodel said. "During the coming decade,.we need to find more than 0
billion barrels of proven reserves just to hold our omn."

Hodel said that If 1t were not for oil production from Prudhoe Bay, the
United States would be importing over half of 1ts oil. Prudhoe Bay now produces
about 20 percent of U.S. domestic production. Bxperts predict that production
will fell off drasticallyby the tum of the century,

"IT we can™t replace Prudhoe Bay production, Califormia couldstand to lose
a significant percentage of its oil supply — far more than In the 1979 crisis,”
Hodel said. ITf Congress moves expeditously to approve leasing at AR and oil
iIs found, Hodel said that could cushion impacts on California and the Nation.

As for mmpacts of offshore development on Califormmia, Hodel suggested that
production platforms on the horizon are far less a threat to tourism ad
recreation than potential iImpacts from future oil shocks iIf the resources are
not developed.

"The record of consultations and the extensive provisions iIn the new 5-year
offshore oil ad gas leasing plan demonstrate amply that the Department of the
Interior has gone the extra mile to address Califormia concems,' Hodel said,
pointing out that the 5-year plan he has sent Congress contains unprecedented
sub-area deferrals and specific levels of environmental protection for lease
sales offshore Califomia. Neither of two previous 5-year plans (in 1980 ad
1982) contained such provisions.

"It 1s In Califomia®s best iInterest t have an orderly, measured leasing
progrjm, such as the one we have proposed,’ Hodel said. ""Additional moratoria on
offshore drilling, such as those Imposed by Congress in 1981 through 1984, will
only iIncrease the risk of a time when, because as a Nation we are suffering from
wholly inadequate domestic oil supplies, there is overwhelming pressure for oil
development under less stringent environmental controls.”

To delay the search offshore”or in Alaska, Hodel said, also would be to
risk the permanent loss of o1l iIndustry technology, expertise and jobs, and to
squander the time needed to assure care In the development process.

"We have the technology, we have the knowledge, we have effective ad
proven prograns, and we have the comitment to explore, develop and produce
these resources while protecting people, oceans, lad, wildlife ad the
environmental values we all cherish,” Hodel said. 'The sooner we start, the
easier the task, the more certain the XAftory*'
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REMARKS OF SECRETARY OF THE INTERIOR DON HODEL
BEFORE THE TOWN HALL OF CALIFORNIA, LOS ANGELES
APRIL 29, 1987

LET"S KEEP AMERICA IN THE DRIVER"S SEAT

During Che past two weeks | have sent Congress two environmentally-sound
plans for orderly energy development as key elements in President Reagan®s
strategy to assure America®s economic future and national security.

One 1is the new 5-year plan for federal offshore oil and gas leasing,
and the other pertains to the coastal plain of the Arctic National Wildlife
Refuge in remote northeastern Alaska. Both plans propose orderly exploration
and careful development of potentially huge oil resources with ample protection
for the environment.

It is no coincidence that my first stop after making these announcements is
California, | am here because California has a vital stake in secure energy
supplies, and these two plans - for Outer Continental Shelf (0CS) leasing and
for exploration of the Arctic plain - are the best insurance policies for
America, and for California in particular.

With 19 million cars, trucks and buses, California uses some 580 million

barrels of liquid petroleum products every year — 10 percent of U.S.
consumption. In fact, California is the world"s third largest consumer of
gasoline — right after the remainder of the U.S. and the Soviet Union.

Although California certainly is a major oil producing state, it still comes up
more than 50 percent short in meeting its own demands. Without imports,
Californians might have to garage permanently perhaps 6 million of those
vehicles. Right now, it is Prudhoe Bay, Alaska, that is keeping a good many of
you on the road. Well, that"s what America is all about - people from one part
of the country supplying food, fiber, products, services and energy thatpeople
in other parts of the country need.

Energy, of course, 1is the lifeblood of our lifestyles, our economy, and our
national security. In California, as in the rest of America, and the world for
that matter, oil remains the most efficient, most economical source of energy.

Today | want to talk about the international energy situation and why we
have to move right now to improve our energy security in the future, even though
in some minds these actions may appear unnecessary in today"s energy market.
Then we will get into the national offshore program, and the most contentious
element of it, the when and how to develop offshore California. We willexplore
a part of the remote Arctic plain. Then, let"s see if we can wrapit upin a
comprehensive strategy for maintaining adequate domestic oil reserves, gradually
increasing a stockpile, encouraging alternative energy development, and a
rational approach to energy conservation.



I suggest that every American who cares about the futurr of our country has
to be concerned about the precipitous decline in exploration and production by
the U.S. petroleum industry. Responding to the oil shocks of the 1970s,
industry poured billions of dollars into exploration and development to meet the
challenge of OPEC domination of world oil rupplies. This extraordinary effort,
along with our good fortune of having Prudhoe Bay, enabled the U.S. toholdits

own in the world production picture until last year,

Then Middle East oil coyntries, with enormous dxcess production capacity,
knocked the props out by flooding the market. While energy consumers the world
over have benefited extensively, the results have been devastating to Third
World countries counting on oil revenues to repay debt, and to the U.S. oil
industry and to "Oil Patch"™ states, and, as a result, to our energy future.

V*

U.S. domestic oil production plummeted 9 to 10 percent between 1985 and
1986; consumption rose about 3 percent, and imports soared 22 percent -
increasing about one million barrels per day in 1986. Imports now exceed what
they were 1in 1973 when the OPEC embargo was imposed. Drilling for new oil
fields was down 41 percent last year; the number of rigs at work in Americahit
the lowest level since such record-keeping began almost a half-centuryago.
During this time, some 400,000 workers in petroleum-related sectors across the
country have lost their jobs, which in turn affected the livelihoods of
retailers, teachers and so-on in communities that months before had housed
thriving oil related facilities.

The implications of these trends for America and our future security are
detailed in the recent "Energy Security" Report to the President by the
Department of Energy. Key projections in that report show U.S. oil imports
increasing from 5.2 million barrels per day in 1986 to between 8 and 10 million
barrels per day in the 1990s. In other words, from about one-third of our
consumption last year to about one-half of our projected consumption in the
decade beginning only 32 months from now.

And most of the increased imports will come from Middle East OPEC nations
— the ones who caused economic havoc in America in the 1970s. [Imports from
Persian Gulf nations were three times higher in 1986 than 1985. According to
industry reports, the United States imported more oil from Saudi Arabia than for
any other country in January of this year.

The Energy Security Report sees Middle East OPEC increasing its share in
the world oil market from less than 25 percent now to as muchas 45 percent in
1995. The report states: "Growing dependence on Persian Gulfsuppliers has
important implications for the economic, foreign policy, and national security
interests of the United States."

I"ve been saying that for several years, but now we haveit in writing
following a detailed study by a high-level interagency task force. OPEC 1ison
the verge of getting back into t'he driver®s seat.



As the Energy Security Report notes, the Middle East is an area continually
threatened by revolutions, regional wars or aggression from outside powers. The
report notes: “Oil price increases-precipitated by the 1978-79 Iranian
revolution contributed to the largest economic recession since the 1930s.
Similar or larger events in the future could have far-reaching econonmic,
geopolitical, or even military implications."1

Can we entrust our economic and national security to such an unstable and
unpredictable area of the world? We cannot..

Let us remember thatOPEO was formed by themajor oil producing nations,
mainly in the Middle East, specifically to cpntrol supply and manipulate
prices.

Should we entrust our national destiny to such an organization dedicated to
the use of oil to manipulate our economy and our national policies? 1 say no!

In my judgment, OPEC may have a more serious impact today than it had in
the 1970s when it used an embargo successfully to escalate prices in an attempt
to blackmail us on foreign policy issues. OPEC strategy backfired because they
drove prices so high so quickly that they touched off an oil development rush in
non-0OPEC countries. Now,whether by accident or design, they have a potentially
more powerful weapon- the whipsawing of prices which undercuts potential
competition in non-OPEC nations.

Along with oil, they have the ability to export economic instability.

The psychological effects of this new twist may prove even more
detrimental to the United States® long-term security than the earlier embargo
was to our immediate national security.

Lower oil prices have dulled memories of the 1970s gas lines, and lulled
Americans into a euphoric state of believing our energy troubles are over. This
is evident when someone asks: "Why talk about more oil exploration at a time
when there 1is a world oil glut?" My answer 1is this: the current low prices are
a boon to consumers, but we should not believe they will Last forever.

Like a person on an addictive drug - in this instance, temporarily cheap
oil — we are in danger of losing our will to provide for our own future; we may
be putting ourselves at the mercy of a supplier who eventually will exact a very
high price for a substance we must have to survive.



The psychological effect on the hundreds of thousands of oil industry
workers who have lost their jobs is devastating - and not just to these
workers. If the expertise of these people is lost permanently to America, then
we will have squandered a valuable resource it took decades to build, an
expertisr that may not be there when we need it in the future. At a recent
conference, the head of a major oil .company told me his firm is still planning
offshore exploration years into the future, but he noted that offshore services
and supply commpanies that employed 650,000 people in 1981 now have only 200,000
employees. Will we be able to recall these workers when we need them? Or will
we have to recruit and train a new workforce? Or will we have to import the
expertise — a possibility that would be a sad commentary on a nation that has
for more than half a century been the supplier of such expertise to the world.

And finally, there is the. psychological effect on investors. Are people
going to put money on the line to find and develop U.S. resources if there is no
national commitment to a program that offers® a reasonable degree of stability
and the determination to produce enough energy to protect the national interest?
It"s not likely.

To protect the national interest, America must produce enough oil
domestically to keep OPEC and others from perceiving that they have a
stranglehold on this lifesblood of our economy and national security. Notice
that 1 emphasized the world "perceiving."

Their perception that they have a stranglehold will come much sooner if we
fail to allow and encourage exploration and development of America®s most
promising areas for oil discovery. |If we fail to move to develop resources
available to us, it will be like putting a sign on America saying: "Take
advantage of us because we lack the will to help ourselves.”

The two most immediate promising prospects for adding significantly to
America®s oil and gas reserves are offshore California and in the coastal plain
of the Arctic National Wildlife Refuge in remote northeastern Alaska - we call
it "ANWR"™ for short.

U.S. proven reserves have dwindled from 39 billion barrels in 1970, to about
28 billion barrels at present. To put that in perspective, at current
production rates we have less than 9 years®™ supply in proven reserves. During
the coming decade we need to find more than 30 billion barrels of oil reserves
just to hold our own.

We believe offshore California and the ANWR coastal plain together could
provide one-quarter to one-half of the oil we must find in the coming decade.
We won"t know for sure, however, until there is exploratory drilling in both
places. Should our expectations be met in these areas, then we enhance
America"s energy security in the 1990s and into the early 21st century; if
either province comes up short of expectations, then we will have to look
elsewhere and/or find other means of protecting our national interest.



And we need to find out quickLy so that we can make adjustments in strategy
if needed. Congress assigned the Secretary of the Interior the job of
expediting development of energy resources on the public.lands and the Outer
Continental Shelf (the 0CS) under strict standards.

Our offshore program is extremgly important:

— It produces one-quarter of our natural gas and one-eighth of our
domestic oil;

— The 34.2 billion barrels of oil equivalent actually discovered to date
offshore is enough to replace 16 years of imports -t 1986 rates;

— Offshore production froa 1954 through 1986 was enough to .run every car
in California for 40 years."

That is why we invested more than 3 years of extensive work and
consultation with states and members of Congress into the new 5-year plan for
offshore oil and gas leasing announced on April 27th.

Despite the extensive consultations and intensive discussions, there
remains misunderstanding over the 5-year plan and the offshore leasing process
in general.

The requirement for a 5-year plan is part of the 0CS Lands Act Amendments
enacted by Congress in 1978.

This is the third 5-year plan.

The first two 5-year plans, in 1980 and 1982, were primarily schedules for
when sales would be held in each federal offshore area and the rules under which
these sales would be conducted. In the past, it has been during the individual
sale process that all sub-area deferrals and specific levels of environmental
protection were worked out in consultation with the states, local governments
and other interested parties.

In an effort to take into account the concerns expressed in California, for
the first time we have provided deferrals for specific tracts within planning
areas and specific levels of environmental protection as part of the new 5-year
plan.

The 5-year plan now before the Congress focuses on promising acreage
offshore California. It contains 54 million acres of subarea deferrals - 74
percent of the federal planning areas offshore California. It excludes areas
identified as having“exceptional environmental sensitivity-such as the immediate
vicinity of Cordell Bank, the areas off Big Sur and San Francisco, and Santa
Monica Bay. And there is a lengthy list"of specified levels of protection for
air pollution control, biological and cultural resources, commercial fishing,
onshore oil processing, navigation, pipelines, and so on.



This unprecedented list of deferrals and specifications is the end product
of a consultation process which began when Jr Ige Clark, as Secretary of the
Interior back in 1984, heeded requests from California and other states to move
from an areawide program to a more focused leasing program. When 1 took over in
1985, 1 continued the process Judge Clark begank further defining the process to
focus on promising acreage to make it easier for the states and all interested
parties to work with us in the planning.
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You also will recall that after a series of meetings with an ad hoc group
of California Congressmen almost two years ago, we floated a preliminary
agreement. | emphasize, the world "preliminary" because that is exactly what it
was. Every single member of Congress involved in the discussions leading to the
announcement knew that it was only preliminary in nature, and, at our joint
press conference announcing where we hoped we could go, they and | were explicit
in characterizing the concept as being preliminary.

The reaction I encountered at 11 town hall type meetings in California, and
new information on the lack of oil and gas potential in the leasing area
proposed by the California Congressmen, left me with no alternative but to
return to the drawing board.

This was not wasted effort, however, because as a result of the discussions
and the voices | heard in California, | was able to identify subareas that we
have subsequently deferred from leasing.

Congi iss then set up an 18-member House-Senate task force to work with the
Department 1in an attempt to forge a compromise. Despite 13 meetings and
additional technical sessions, the members of Congress on the panel could not
reach a consensus, but came up with two widely divergent proposals. To cut the
Gordian knot, Congress directed me to piece together a plan using elements from
several proposals, including those of Governor Deukmejian who has an excellent
understanding of the program and how to make it work for the State of
California.

The proposal | submitted to Congress early inFebruary was supported, by
my calculations, by slightly more than one-quarterof the Californiadelegation.
Slightly less than two-thirds rejected it out of hand, but made no attempt to
provide anything in the way of areasonable compromise. Reaction by
non-Californians inCongress who have expressed anopinion to me has been
overwhelmingly favorable - except for those who accuse me of making concessions
to California not accorded other OCS coastal states. | can only plead "no
contest" to that charge.

Although this process has been arduous, it has been fruitful. The record
of consultations and the extensive provisions in the plan demonstrate amply that
th* Department of the Interior has gone.,the extra mile to address California
concerns.

On the other side of the coin, legislation recently introduced seeking to
exclude virtually the entire California coast from federal leasing demonstrate
to the rest of Congress and the country a mindset that undermined our efforts to
reach some middleground or consensus.



The plan 1 have sent Congress is provides more flexibility than its two
predecessors. It calls for only 24 standard lease sales in 21 planning areas
nationwioe over the coming 5 years. Another 11 sales wi-1l1 be held in frontier
areas 1If there is enough interest, and there are three supplementary sales, none
of which involve California planning areas.

Only five of the lease sales involve the three potentially oil-rich
planning areas offshore California. Congress already has told us to delay
sales in the Northern and Southern California planning areas ntil 1989.The
first and only Central California planning area sale is scheduled for 1990.

Although it is my responsibility to represent the national interest — and
Congress and the U.S. Supreme Court have made it clear federal offshore
resources belong to all thevpeople of America — 1 feel very strongly that what
we are planning is clearly in the best interest of those who live in California
as well.

Further moratoria on leasing offshore California, such as those iImposed by
Congress for in four of the last six years, is not in. the best interest of the
State or the Nation.

After my 1985 visit to California, several newspaper editorials, including
the Los Angeles Times, said in effect that the question is not whether but when
there must be additional oil production offshore California.

It is in California®s best interest to have an orderly, measured leasing
program, such as the one we have proposed. Additional moratoria, such as those
imposed by Congress in 1981 through 1984, will only increase the risk of a time
when, because as a Nation we are suffering from wholly inadequate domestic oil
supplies, there is overwhelming pressure for development under less stringent
environmental controls.

Californians have been ill-served by those who, without any facts to
support them, warn of a "picket fence of black oil rigs" offshore California, or
those who declare: 'Our coast is not for sale.” There are only 20 platforms in
federal water offshore California at present, producing about 80,000 barrels per
day of oil.

Even if exploration lives up to the most optimistic forecasts, the number
of platforms will be relatively small. No platform can be closer than 3. miles
from shore where the federal water begins. At Governor Deukmejian®s request, |
have added an additional 3-mile buffer for large areas. And there are major
deferrals, such as along Big Sur, Point Reyes,Farallonlslands, Monterey Bay,
San Francisco Bay, and other areas.

Understandably, some Californians remain uneasy because of the 1969 Santa
Barbara blowout, even though this was tKe only blowout in the course of drilling
some 31,000 offshore wells in state and federal watersthat ever resulted in
significant amounts of oil reaching shore.



Scientists have indicated that the biological effects of that blowout were
Jemporary, generally lasting less than a year. But the effects on the federal
leasing program were much more pronounced and lasting — * since 1970 federal
regulations have iImposed extensive additional regulations such as required
subsea blowout preventers, more frequent inspections, oil spill contingency
plans, oil spill cleanup centers, worker training, cleanup drills and other
measures. Since that time, tremendous improvements have been made iIn technology
to prevent pollution.

In a dozen years, we spent some $400 million on environmental and
scientific studies to make the offshore program as safe as possible.

In the past 16 years, OCS operations off California®s thousand-mile
coastline have lost a total of only 21,000 barrels of oil while producing more
than 330 million barrels. Compare this with:

— Natural seeps that have leaked over 2 million barrels of"oil;

— The tanker "Puerto Rican™ spill that dumped 48,500 barrels of highly
toxic petroleum products;

— The Los Angeles Joint Wastewater Treatment Plant which has discharged
over 850,000 barrels of oil and greese;

— Two dozen wastewater treatment plants from San Luis Obispo to San Diego
have discharged 5 million barrels of oil and grease.

Those of us who believe in the offshore program work mighty hard at
environmental safety. First of all because it"s our environment, too. And
secondly, because we all know that the program is not going to succeed unless it
is environmentally sound.

Right now we are engaged in negotiated rulemaking with representatives of
the state, the counties and other governmental units, industry and environmental
groups to determine regulations for pollution control from offshore
installations. The current regulations, formulated by Secretary Andrus in 1980,
have been the subject of years of litigation. As 1 have said often before, we
cannot have a viable OCS program if it is the cause of onshore communities”
inability to meet ailr quality attainment standards.

I will concede there is one complaint that we have been unable to

satisfactorily address in our new 5-year plan. That comes from people who
simply do not want to see even a few oil platforms off the California coast, no
matter where or how minute they might appear on the distant horizon.

There are numerous examples in the world — in California, as a matter of
fact — where the visibility of offshore oil platforms simply has not had any
detrimental impact on tourism.



But tourism did suffer substantial blows during the 1973-74 OPEC embargo
and the 1979-80 Iranian revolution. Nationwide, some half-million persons in
travel-related industries lost jobs during the latter oil shock. When gas-lines
begin, people stay close to home. They don"t drive or fly into California for
vacations — not to the beaches, not to the desert, not to the mountains.

Secure fuel supplies have to r-ank very high in astate that has 700,000
registered RVs and 99,000 campsites that providel6é million camper nights per
year. Anyone relying upon a car, plane, train, or bus to get to a beach, hotel
or campground should find it .reassuring — not disturbing — to see an
occasional oil platform in the distance. Contrary to the commercial, it is
possible to leave home without your trusty credit card, but most of us cannot
leave home without oil — at least, we can;t got very far very fast without it.

Hostile to all but the heartiest of mankind, the coastal plain is a special
area well deserving of concern because of its wildlife and other environmental
values. The wildlife also provide subsistence for natives in Alaska and
Canada.

In 1980, after establishing the 19-million acre refuge and designating 8
million acres as wilderness, Congress ordered the Secretary of the Interior to
make geological and biological studies of the coastal plain, and to recommend
future management for the area. The 1.5 million acreplain, only 8 percent of
the total refuge, is used 6 to 8 weeks each summer bythe Porcupine caribou herd
as a portion of its almost 9-milion acrea calving area.

The area also is a world class supergiant prospect for oil — the most
promising onshore prospect iIn the United States. Estimates range from 600
million barrels to more than 9 billion barrels of economically recoverable oil.

The area is sandwiched between Prudhoe Bay, America"s largest-ever oil
field only 65 miles to the west, andmajor Canadian discoveries in theBeaufort
Sea and Mackenzie Delta to the east. Most important, if oil isfound, there is
a good chance it could occur in timeto replace production fromPrudhoe Bay,
which will be in sharpdecline by the turn of the century.

This is extremely important because Prudhoe Bay currently produces 20
percent of America®s total domestic oil production. Without it, U.S. oil
imports right now would be around 52 percent of our total needs rather than 38
percent.

If we can™t replace the Prudhoe Bay production, California could stand to
lose a significant percentage of its oil supply — far more than in the 1979
crisis.

But we would not be proposing oil leasing on the nearby coastal plain if
there were evidence it would be devastating to the caribou and other wildlife.

Back in the early 1970s, critics of Prudhoe Bay and the pipeline predicted
virtual annihilation of caribou in the area. Instead, there are three times
more caribou today than before development and production began.



Given the experience at Prudhoe Bay and the biological studies, 1 am
convinced that we do not have to choose between oil exploration and production
on one hand, or protection of wildlife on the other. We can have both.

It is our intention not just to do as well as Prudhoe Bay and the pipeline
in regard to environmental protection, but to do even better, building on that
experience. | stand ready to work with Congress on a leasing program for the
Arctic plain that will enable us to explore and develop oil with careful
stipulations to protect the caribou, the muskoxen, the other animals, birds and
fish in the refuge.

There are two reasons why 1 have focused today on exploration and
development of energy resources that will be needed to preserve America’s
economic and national security in the coming two decades:

V 1

First, because that is"my job as Secretary of the Interior to worry about

development of resources in the federal domain.

Second, because if w;z -0 not have the will to seek out and develop our own
resources, then any energy policy we as a nation follow is doomed to failure.

Filling of the Strategic Petroleum Reserve, encouragement of conservation
and development of alternative energy resources are important elements of this
Administration®s energy strategy as well. But we don®"t think that arbitrary
government regulations policed by federal agents is the way to achieve
conservation goals.

The real gains iIn conservation have been market-driven rather than
government required. A misleading argument has been made that an appliance
standards bill vetoed by President Reagan would have saved the nation 1.3
billion barrels of oil by the year 2000, making it unnecessary to offer any more
leasing offshore California. In fact, these "phantom savings™ would have been
in electricity, very little of which is generated by oil these days.

Government enforced conservation of oil does not produce one drop of
additional new oil. Goverment allocation and restrictions can only move oil
around from one use to another, causing great economic dislocations as we
witnessed iIn the 1970s.

Some people, however, seem to take seriously the old joke about the man who
streamlined the front of his car to increase gas mileage 25 percent; bought new
tires to increase gas mileage 50 percent; installed an experimental carburetor
to increase gas mileage 25 percent; and had a special tuneup to save another 25
percent. He saved so much gas that he had to stop the car every few miles and
siphon out some gasoline to keep the tank from continually overflowing.

Unfortunately, that"s not the way it works.
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We have already made the easy, big savings in conservation. Improvements
are Likely to be much more incremental and far more costly in the future. That
doesn®"t mean we stop trying. But as much as we can conserve, as successful as
we may be at developing alternative energy resources, we still will have to find
and produce a great deal of our own petroleum well into the next century if we
are remain a strong and secure nation.

Our best opportunities to find major portions of the oil we will need is
right here, offshore California, and on the Arctic coastal plain, but we need to
begin now to provide the 7 to 15 years of leadtime between issuing of Leases and
beginning of production in such areas. We have the technology, we have the
knowledge, we have effective and proven programs, and we have the commitment to
explore, develop and produce these resources while protecting people, oceans,
land, wildlife and the environmental valLues we all cherish.

To delay now is to needlessly risk losing the expertise and to squander the
time required for orderly and environmentally sound development of essential
energy resources. Worst of all, if we wait too long, we risk losing the means
to control our own national destiny, to guarantee our own freedoms and that of
others. 1 remain confident we will join together to do what is right for
America. The sooner we start, the easier the task, the more certain the
victory.
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This morning, the Subcommittee is holding its fifth
oversight: hearing on the Secretary of the Interior®s report and
recommendations concerning development of the coastal plain of
the Arctic National Wildlife Refuge.

Several members of the Interior committee went to Alaska in
August, visiting both the Arctic Refuge and the oil development
at Prudhoe Bay. For myself, the trip helped put the debate over
the future management of the coastal plain in better perspective.

Prudhoe Bay provides 20 percent of our nation®s oil
production. The technology that industry has developed to
operate in the harsh arctic environment is indeed impressive.

Yet Prudhoe facilities constitute a major industrial
complex. To allow development of the coastal plain would
substantially, if not irrevocably, alter the wilderness character
of an important part of the Arctic Refuge.

Today we will hear from witnesses representing the
regulatory agencies, North Slope oil operators, and environmental
critics. Each has been asked to present testimony on the
industry®s record at Prudhoe Bay and its implications for
development of ANWR.

Our next hearing is scheduled for October 22 when we will
examine the potential impacts of oil development on ANWR

wildlife.
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Debate over oil and gas development in the Arctic National
Wildlife Refuge centers primarily on oil and gas resources that
do not exist! if they exist , their location is unknown). While
it is possible that the Arctic National Wildlife Refuge holds
commercial quantities of oil and gas rivaling those at Prudhoe
Bay, the odds are that most of the most sensitive habitat areas
do not have any commercial oil or gas under them. The ongoing
battle between and within the State of Alaska, the U.S. and
Canadian governments, the oil and gas industry, environmental,
local, subsistence and cultural interests, is likely to cost more
than it would to substantiate the presence of oil in commercial
quantities .

Exploratory drilling is the'only way to determine the presence of
oil and gas. Since exploratory drilling 1is allowed only in the
winter, under strict environmental controls, there is general
concensus that oil exploration could ocurr with virtually no
damage to the refuge's biological resources. It is the
development of the oil ,the pipelines crisscrossing the
landscape, the trucks rumbling endlessly down miles of dusty
access roads, that could change the course of mighty caribou
herds.

The problem is that with our current leasing system, nobody does
any exploratory drilling unless they have a lease to develop the
area they are exploring. There needs to be a way , when leasing

is considered in Dbiologically sensitive areas, to separate the
exploration and the development stages of oil and gas leasing.

The presence of calving caribou does not indicate the presence of

oil, and the odds are gererally greatest that promising
geologic structures hold no oil or gas worth developing.So most
of the millions of dollars spent hasseling about what happens in

these admittedly critical habitats is wasted. Roads and pipelines
are seen as sorces of pollution and disturbance,or as barriers to
migration , but the extent of the inherrent problems can only be
appreciated if the location of the oil and gas can be determined.



Current leasing practice increases the cost and decreases the

efficiency of doing bussiness. Parties to the process spar with
each other to develop imaginary resources and to protect against
imagined conflict. The millions of dollars that this adversarial
process costs could be drama V.iically reduced, and environmental
safequards would more likely be effective, if we could first find

the oil.

In addition to exploration rights , leases also set royalty rates
and all contractural details and environmental stipulations
pertinent to the life of the oilfield that has yet to be
discoverded. As a consequence, those concerned with the
protection of the wilderness , wildlife and cultural values of
the refuge feel compelled to oppose exploration and to provide
for every possible (no matter how unlikely) conflict situation by
wrilting restrictive lease stipulations and excluding areas from
leasing.

Leasing is not where the public makes the bia money on its oil.
Prudhoe Bay leases totalled $900 million, but the State of
Akaska's royalty share of Prudhoe Bay production is reconned in
billions of dollars each year. Lease bonuses are most important
to oil companies as up front costs in a risky bussiness.

The problem then is not which areas to defer from leasing because
of their wildlife habitat values, but how to explore those areas
in order that we can determine if any conflicts are probable or

even possible. Further , if there were a way to locate the oil
before production rights were leased, government ( the public )
might have a control over when the oil is produced.

An exploratory drilling program patterned after the seismic

exploration program recently completed in the Refuge would allow
the oil industry to explore the most promising structures and
require the exploration of areas where biological resource and
related subsistence use conflicts are most lilkely. The incentive
for an oil company to participate in such a piogram might be
something Jlike the right to meet or beat any other bid for
production rights in an area explored by that company.
Exploration incentive credits that could be applied to leases in
the ANWR, or any other federal area, are another possibility. The
mechanism is a bit hazy, but it 1s not as important as a
willingness to look for one.



What is important, is that current oil leasing methods lead to a
deplorable situation, both morally and economically. So long as
all major developmenmt decisions have to be made before the
location of the oil s known, the result will be wild and
irresponsible speculation over either the presence of gigantic:
oilfields or the demise of gigantic caribou herds. It is probably
irresponsible to threaten the one of the last free roaminlg herds
of ungulates in the United States, or to leave one of the last
great oilfields on the contintent wundiscovered, or to designate
no wilderness on [Alaska's north slope, or to leave the real
decisions in these matters up to the holders of oil leases.

1SO»i



By JOHN CARTER
EMPIRE WASHINGTON BUREAU L.

VASHINGTON - The adminjs-
tration’s plan to allow oil and gas de-
velopment of the Arctic National
Wildlite Refugei_?ot a non-commttal
reception_at a House subcommittee
hearing Thursday, the first of a se-
ries of congressional reviews.

[ have'not made a decision about

ANWR, but | expect that this will be
the first of series. of hearings,"
where the issue will be fullg ex-
lored, said Rep. George Miller, D-
alif,, chairman of the water and
Power resources  subcommittee of
he House Interior Committee.

Interior Secretary Donald P,
Hodel recommended last week that
Con%ress allow full-scale develop-
ment of the area some call the na-
tign's last, best chance for finding

oil. . _

Environmentalists and the qov-
ernment of Canada oppose deve oP-
ment because they fear it would
damage the area's cology and deci-

mate the native caribou herd.

. The Alaska Con\%/ressmnal delega-
tion supports ANWR development.
Rep. Don Youncr; a member of the
committee, ~tofd his  colleagues
Thursday that “ANWR is the an-

swer.
"Prudhoe Bay is half empty and
our dependence on fore|En oil s
creeping, up agam. Alaska would
benefit “from Such development,
Youngsaid. o
Young has introduced legislation
to open ANWR to development, while
Interjor Committee Chairman Rep.
Morris Udall has introduced legisla-
tion to protect the area as wilder-
ness.
"] want to open the area to envi-
ronmentally sound leasing while
maintaining the refuge as we do in
many natignal wildlifé refuges, .
“But this 1S truly a national issue.
Development of Prudhoe had nation-
g;_ge,neflts and so will ANWR," he
id,|
The principal witness at the hear-
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ing was William P. Horn, Hodel's as-
sistant for fish and wildlife, who told
the, committee that ANWR “Is the
nation's best single opportunity to In-
crease significantly domestic il pro-
duction over the next 40 years." .

_ Geologists report that conditions
in the area are exceptionally favor-
able for discovery of one or more su-
per-giant oil fields,

. The mean copditional recoverable
oil estimate of 3.2 billion barrels
could satisfy 4 percent of total U.S.
demand, Harn said. ,

He noted that ANWR “provides a
variety of outstanding arctic habi-
tats," "but oIl production would pro-
duce only moderate impacts. ,

Horn claimed that the only major

effect would be feIt,bK the ml(ruatmj
caribou herds which travel' fron
Canada to calve. .. _
"But, the experience at Prudhoi
provides a strong measure of assur
ance that cariboud can coexist with oi
development," he ssz. ,

. "Furthermore, the long period 0
time r,e(iuwed to bring commercia
fields into production would provid
ample o%),o_rtunjty to develop any ac
ditional mitigation measures as ma
he needed. _

_Some fear that the Native popul:
tion of the town of Kaktovik would b
harmed by development, but Hor
said "Interior is committed to worl
Ing with residents to minimize the e
feet of oil activities.”
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INTRODUCTION

Due to the extensive public record which has been built through
public hearings held across the state, this 1initial report
constitutes what would normally be termed an Executive Summary.

The Senate Resources Subcommittee on the Arctic National Wildlife
Refuge (ANWR) was established with the purpose of building a public
record which the Alaska State Legislature could utilize in making
an informed decision on proposed legislation regarding the ANWR.
The second objective was to allow the public an opportunity to have
input into this decision making process and access to the same
information on which the legislature would base its policy

deci sions.

In order to fTulfill these objectives, the subcommittee held public

hearings 1in Fairbanks, Anchorage, Ketchikan and Kodiak. Members of
this subcommittee were Senators Arliss Sturgeluwski, Jim Duncan,
Lloyd Jones, and Chaiman Jack Coghill. During these hearings

approximately 40 hours of public testimony have been taken and an
uncertified transcript of this testimony has been completed.

Additional information in the form of reports, maps, pictures and
correspondence, is also contained in this voluminous public record.
This initial report does not attempt to footnote or reference any
specific documents contained in the public record. This initial
report is intended to provide an overview of the issues inherent in
potential oil and gas activities conducted.in the ANWR, and provide
recommendations as to what the State of Alaska®s policy should be
in this regard.

Further hearings by the full Senate Committee on Resources were
held in Juneau. It should also be recognized that the House
Committee on Resources also held many public hearings on the
subject of the ANWR in Juneau.

This report is assembled in a manner to highlight Tfirst the
findings of the senate subcommittee; the findings are facts that
can be documented in the public record; secondly, conclusions of
the subcommittee, these points may or may not be referable
summaries or judgements formed by the subcommittee, as a result of
the hearing process; lastly this report contains recommendations of
the subcommittee, these recommendations are assessments of the
facts as they relate to the ANWR and they present policy direction.

It is anticipated that further documentation of the findings,
conclusions and recommendations contained in this report will be

performed using the public record at a later date.

This 1initial report was adopted bythe full Senate Committee on
Resources by unanimous vote on May 4, 1987.
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Section 1: The Arctic National Wildlife Refuge
FINDINGS

* The coastal plain of the Arctic National Wildlife Refuge
contains the greatest potential on the North American continent for
the United States to discover economic quantities of recoverable
oil and gas reserves.

* The coastal plain of the ANWR contains unique environmental and
wildlife qualities which deserve consideration and encourage
caution, 1in any scenario, to explore, develop or produce any
hydrocarbon resources which may be present there.

* The United States government has entered into treaties and
agreements with the government of Canada and other countries with
regard to the fish and wildlife species that either reside or
occasionally frequent the coastal plain of the ANWR.

* Only the Congress of the United States has the authority at this
time to remove the restriction on oil and gas exploration,
development and production in the coastal plain of th™ ANWR.

* In the establishment of the Arctic National Wildlife Range in
1960, Congress recognized the possibility that hydrocarbon
resources might be present iIn the coastal plain.

* The 1indigenous people of Alaska, through their corporate
representatives, have recognized the potential of the coastal plain
of the ANWR to provide for the well being of future generations of
their people as was the intent of Congress 1in enacting the Alaska
Native Claims Settlement Act (ANCSA).

* The agencies within the U.S. Department of Interior and the
State of Alaska, which have contributed to the wealth of
information on the ANWR, 1in concert with the Governor of Alaska,
have endorsed the exploration, development and possible production
of hydrocarbon reserves which may be present in the coastal plain
of the ANWR.

CONCLUSIONS

* The wildlife resources and the geologic environment have been
explored, studied and documented extensively 1iIn the coastal plain
of the ANWR and 1in the arctic generally for well over twenty years.

* There has been cooperation between the Tfederal governments of
the U.S. and Canada regarding the wildlife resourc®s dependent on
the coastal plain, the geology of the area and the transfer of
pertinent information between the agencies of the State of Alaska
and these two federal governments.
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* The people of Alaska have expressed and demonstrated concern for
the environment and wildlife present in the coastal plain of the
ANWR, as well as the desire to enhance economic opportunities which
may result from activities in the coastal plain of the ANWR.

* The State of Alaska, as well as those federal agencies
responsible for protection of the environmental and wildlife
resources present in Alaska, has established exemplary records
fulfilling its respective responsibilities as related to
exploration, development and production of the oil and gas reserves
within Alaska and especially 1in the Arctic.

* There 1is a need for the U.S. State Department to formalize
agreements which do not jeopardize the State of Alaska®s position
as sovereign and manager of state resources, particularly with
regards to arctic resources and environment.

RECOMMENDATIONS

* The Congressional ban on oil and gas exploration, development
and production from within the coastal plain of the ANWR should be
lifted.

* The ANWR should be opened without a government exploration
program.

* The ANWR should be opened to oil and gas exploration,
development and production under a leasing program using the
authorities of the Minerals Leasing Act of 1920.

* The Governor of Alaska should maximize Alaska®"s participation 1in
all aspects of the ANWR and in the possible Congressional action to
open the coastal plain to oil and gas activities.

* Given the nature and complexity of the issues relating to the
ANWR, and given the long term effects any action taken by the
Congress will have on Alaska®s and the nation®"s domestic and
international affairs and economics, the State of Alaska should
establish an ANWR Policy Committee. The membership of this
committee should be the Governor of Alaska, the Commissioner of
Natural Resources, and one Executive Branch member-at-large;
President of the Senate, the Chairman of the Senate Resources
Committee, and one Senate member-at- large; and the Speaker of the
House, the Chairman of the House Resources Committee and one House
member-at.-1 arge. The task of the committee should be to forge an
Alaskan consensus on the issues relating to the ANWR and advocate
these positions before the Congress.
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Section 2: The Potential for Hydrocarbon Discoveries in Economic
Quantities

FINDINGS

* The geologic environment exists in the coastal plain of tne ANWR
to the extent that conditions are favorable for the production of
oil and gas reserves in the substrata of the area.

* The coastal plain of the ANWR Ulays between the Prudhoe
Bay/Kuparuk complex on the North Slope of Alaska and the Beaufort
Sea/MacKenzie Delta area in Canada.

* The North Slope of Alaska contains 9 known significant oil and
gas fTields with proven and inferred original recoverable reserves
of about 15.4 billion barrels of oil and 32.0 trillion cubic feet
of gas.

* The Beaufort/MacKenzie area of Canada contains 39 oil and gas
fields with proven and inferred original recoverable reserves of
about 8.5 billion barrels of oil and 65.0 trillion cubic feet of

gas.

* The coastal plain of the ANWR 1in Alaska contains 26 significant
geologic structures which have been assessed by the State of Alaska
to contain 16 billion barrels of recoverable oil. This Ffigure
assumes a recovery Ffactor of 35 percent and compares Tfavorably with
the original recoverable oil reserves of about 10 billion barrels
in the Prudhoe Bay field.

* The assessment by the State of Alaska also estimates that 29
trillion cubic feet of gas may also be present in the coastal plain
of the ANWR.

* The Prudhoe Bay field 1is approximately 13 miles by 16 miles 1in
size, as view from the surface.

* The ex-State Geologist, who recommended that the State of Alaska
select the Prudhoe Bay area in the late 1960"s, estimates that the
structure referred to in the draft 1002(h) report as prospect 18
could contain 10 times the producing horizon of Prudhoe Bay if the
proper conditions are present.

* It is estimated that a discovery in the coastal pZain cf the
ANWR would have to be at least 350 million barrels to be economic.

* Kaktovik Inupiat Corporation has drilled the only exploratory
well (KIC #1) 1in the coastal plain of the ANWR. The down hole
information from this well 1is protected by law from public release.

* KIC #1 was drilled in 1 of 4 geologic formations that are

estimated to contain 63 percent of the oil and gas resource
distribution of the coastal plain of ANWR. (Draft 1002(h) report)
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* The Kaktovik Inupiat Corporation owns approximately 92,000 acres
of the coastal plain of ANWR as a result of the Alaska Native
Claims Settlement Act and the Alaska National |Interest Lands Act.
The KIC #1 well was drilled on these lands.

CONCLUSIONS

* It is evident, and there 1is no disagreement among geologists,
that the coastal plain of the ANWR has the highest potential for
the United States to make a major oil discovery.

* It is also evident that even with an aggressive exploratory
drilling program, the ANWR may not contain any reserves of
hydrocarbons, and those that may exist may be uneconomic.

RECOMMENDATIONS

* Exploration and the possible development and production of
hydrocarbon reserves should be allowed on the coastal plain of the
ANWR .

* The program under which exploration, development or production
should take place should not involve the federal or state
government in any capacity other than as a leasor of subsurface
rights and as a regulator of private sector activities.
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Section 3: The Porcupine Caribou Herd
FINDINGS

* The Porcupine Caribou Herd (PCH) population has been 1increasing
in recent times and now numbers approximately 180,000 animals.

* The PCH has been documented by explorers, adventurers and
biologists since the late 1800"s.

* Fluctuations 1in caribou populations are not understood at this
time. It is generally recognized that world populations of caribou
are on the increase.

* The PCH ranges over 96,100 square miles in northeast Alaska and
northwest Canada.

* Spring migrations from southern winter range lands by the PCH to
calving grounds on the Arctic coast begin in May. Caribou start

arriving in the Arctic National Wildlife Refuge 1in mid to late May.
The herd usually vacates the coastal plain of the ANWR by mid July.

* The Tfirst calves of the year are born during the last week in
May, with the peak calving occurring during June 4 -8.

* The calving grounds, including the coastal plain area, encompass
nearly 8.9 million acres.

* The concept of a "core" or "concentrated"™ calving area 1is a
matter of controversy among wildlife biologists.

* The concept of a "core"™ or "concentrated"™ calving area is based
on the density of caribou using a specific area for that period of
time when calving occurs.

* Biologists who support the core calving area concept believe it
to be approximately 300,000 acres or 400 square miles in area.

* It is speculated that the PCH uses this '"core" area because the
area has some "survival value". Survival values that have been
discussed are a reduced numuer of predators present, the snow melt
cycle, a favorable emergence of forage at an earlier time than
elsewhere or there may be a close association with favorable summer
habitat, including insect relief areas. There 1is no indentified
single value or combination of possible survival values to indicate
scientifically why the caribou use what is referred to as the
core"™ or '"concentrated" calving area other than it is on their
migration route.

* The ™"concentrated”™ or "core"™ calving area was 1identified by
counting at least 50 caribou per square mile, 1including calves,
during a period from 1972 to 1985. These population densities were
roughly plotted on a map. Eventually these maps were superimposed;
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the area which over time contained the highest population density
became the 'core calving area".

* There 1is evidence, for example in 1973 and in 1980, when no
concentrations of calving activity occurred on the 8.9 million acre
calving grounds.

* There 1is evidence, 1in 1982 for example, when almost all the
calving occurred outside of Alaska. There are also other years
which 1indicate that although concentrations occurred, none of these
areas were within the coastal plain '"core™ or "concentrated”
calving area.

* It is not disputed that oil an gas activities will have an
impact on caribou.

CONCLUSIONS

* The validity of a core calving area 1is questionable, considering
the extent of the PCH"s range, migration patterns and the
environmental variables which influence the progress of the PCH's
annual migration.

* Since the PCH are only in the coastal plain for at most a two
month period, and considering that exploration activities take
place in the Arctic primarily during winter months when the ground
is frozen, a leasing schedule can be implemented that would least
affect thd calving area of greatest concern to those biologists
supporting the concept of a "core calving area". The time frames
for arctic exploration in all likehood would not impact the calving
area for at least ten years.

* The U.S. Fish and Wildlife Service has every option to stipulate
mitigation measures to minimize 1iImpacts to wildlife resources in
the coastal plain of the ANWR.

* Any additional environmental or wildlife resource information
necessary to further mitigate oil and gas activity impacts could be
better acquired as a result of iIndustry presence in the coastal
plain of the ANWR.

RECOMMENDATIONS
* The entire coastal plain of the ANWR should be opened to oil and

gas activities, with proper consideration being given to the
purposes of a National Wildlife Refuge.

Page 8



Senate Resources Initial Report on the ANWR May 1987

Section 4: Land Exchanges: Value-for-Value, Buy Sell Agreements

Committee Note: Throughout the hearing process, witnesses refer to
what amounts to a "willing buyer, willing seller”™ land transaction,
as a land exchange. Although at this time it may be confusing, the

points iIn the FINDINGS section have not been edited to reflect this
buy sell relationship in order to preserve the integrity of the
facts as they appear in the public record.

FINDINGS

* The original objective of the Department of Interior was to
acquire high priority refuge 1inholdings that represented and
brought with them high public interest attributes, particularly in
the form of fish and wildlife resources and public recreation

opportuni ties.

* The U.S. Fish and Wildlife Service in their normal acquisition

process does not acquire subsurface estate. Past experience
indicates that if the subsurface is virtually worthless, ownership
will be relingquished without cost. If the subsurface 1is suspected

of having value, the U.S. Fish and Wildlife Service normally can"t
afford it.

* The land exchange negotiations are concerned with three things:

The land exchange contract, "the boilerplate”™, or "the
master™, which will be used as a starting point in all
exchanges regarding the coastal plain of the ANWR;

The @land use stipulations, which will be applied to all
surface activities on lands involving subsurface
exchanges in the coastal plain of the ANWR;

The tract identification process, which will provide
procedures for tract selection and selection conflict
adjudication, 1involving exchanges 1in the coastal plain

of the ANWR.

* Native corporations, based on their independent judgements, have
concluded that the present exchange concept is most responsive to
their corporate needs.

* Land exchanges between the Department of Interior and property
owners with title to lands within Tfederal refuges, or other so
called conservation units, are an accepted and authorized means for
the Secretary of Interior to enhance the integrity of established

conservation units.

* Land exchanges 1involving the lands in the coastal plain of the
ANWR and native corporations are a matter of controversy among
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Alaskans, the environmental community and the executive branch of
the State of Alaska.

* While no one can predict the percentage of subsurface values
involved in the land exchanges, the Department of Interior™s
objective 1is to preserve the bulk of those values for utilization
or disposition through a traditional lease sale.

* Should the Secretary recommend and the Congress approve opening
of the coastal plain of the ANWR to oil and gas activities, the
exchange participants would have the opportunity to pursue explora-
tion activities in advance of a Federal Ilease sale. A federal

lease sale will procedurally take years to execute.

* The five native corporations participating in the exchange
discussions have offered a package of lands totaling approximately
one million acres, all high priority refuge lands.

* The State of Alaska holds title to 12 million acres within or
adjacent to Federal conservation units and has offered these lands
in exchange for 1lands within the coastal plain of the ANWR. Before
the State withdrew from participation 1in the exchange discussions,
850,000 acres had been accepted for consideration by the U.S. Fish
and Wildlife Service.

* The State of Alaska was an active participant along with the
native corporations in the land exchange discussions with the U.S.
Fish and Wildlife Service from December of 1986 to March of 1987.

* It is estimated the the value of the native corporations” 1
million acres will be sufficient to acquire from 25,000 to 50,000
acres of subsurface estate within the coastal plain of the ANWR.
These native corporations do not believe they will be able to
select the highest potential oil and gas lands, because the
valuation on their offered exchange lands is not adequate to "buy
these high potential areas.

* If the Congress acts to remove the prohibition on exploration,
development and production of possible oil and gas reserves within
the ANWR and land exchanges are consummated before this act, the
only revenues the State of Alaska will recei" from possible oil
and gas development will be in the form of severance and corporate
income taxes.

* The U.S. Department of the Interior will ask Congress to ratify
the land exchanges in order to preclude any injunctive actions.

* The decision by the Secretary of the Interior to recommend
opening the ANWR 1is independent from the exchange negotiations.

* The State of Alaska®s concerns, after careful review by the

Governor of the trade proposals, 1in the context of the state as
both proprietor and sovereign resulted in the following general
reasons for leaving the exchange discussions:
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The 90%-10% royalty question; the state loses its 90%
share of royalty on the exchanged lands.

The geologic information; the information was deemed
insufficient to consider an exchange, especially in
light of at least one other participant having access
to data from the KIC #1 well.

The Governor®s position; the Governor, after personal
talks with knowledgeable sources in Washington D.C.,
was convinced the exchanges would not occur.

The Governor®s focus; the Governor wants to focus on
opening the coastal plain of the ANWR and eliminate any
divisive elements which may introduce complexity and
unnecessary division within this state.

* Since only the surface estate is being exchanged by the native
corporations, the 7(i) frovision of ANSCA does not apply. 7(1)
applies to transactions which involve subsurface revenues and
timber resources on native corporation lands. If the native
corporations trade surface for subsurface, 7(i) does not apply to
revenues generated from the acquired subsurface.

* There are 430 refuges in the national wildlife refuge system,
comprising approximately 90 million acres. Sixteen (16) of these
refuges are in Alaska and they comprise 77 million acres. There
are 13 to 15 million acres of private inholdings in Alaska“®s
refuges. This is roughly the same amount of land contained in the
refuges in all of the other states collectively.

* The proposeo exchange will be the most significant transaction
ever undertaken on behalf of the national refuge system.

CONCLUSIONS

* Although "land exchange'™ 1is the term applied to agreements to
trade land titles of equal value, these trades involve a process to
fix dollar value estimates on both surface and subsurface elements
of the transaction. In this way the present process represents a
conventional "willing buyer, willing seller"™ business transaction.
In this case however, the "willing seller”™ 1is selling only surface
value of land, and the "willing buyer”™ 1is using subsurface values
in other lands to purchase the lands desired by the buyer. This
process may be confusing to interested third parties because there
are elements which necessitate both the "willing buyer™ and the
"willing seller” to reverse rolls throughout the negotiating
process. For example, native corporations are the "willing seller”
of the surface estate to lands they own within refuges. At the
same time they are the "willing buyer™ of what ever subsurface
estate within the ANWR coastal plain the value of their surface
estate will purchase. The U.S. Fish and Wildlife Service can also
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be considered 1in this way. They are the "willing seller” of
subsurface values within the coastal plain of the ANWR 1in order to
be the "willing buyer"”™ of valuable surface estate in other refuges.

* The amount of subsurface resources that might ultimately be
exchanged 1is a subject of legitimate concern to the subcommittee
and others.

* O0il and Gas activities conducted on lands whose subsurface has
been sold as a result of an exchange of values have two potential
beneficial impacts:

Exploration would be conducted on a limited closely
coordinated basis, thereby minimizing environmental
impacts;

Experience and data gained through early exploration
would allow for a better designed lease sale that may
result in higher revenues being generated while further
minimizing adverse environmental iImpacts.

Thus, the concurrent exchange concept is most responsive to the
needs of both those wishing to relinquish their high priority
refuge 1inholdings and of those wishing to acquire these inholdings.

* It is in the interest of Alaskans and the national public that
the federal government become the sole surface estate proprietor of
National Wildlife Refuge System lands and of other federal
conservation system unit lands, within Alaska.

* In the case of value-for-value transactions involving the
coastal plain of the ANWR, congressional ratification of the
exchanges would preclude the possibility of injunctive actions to

halt or delay transfers of subsurface rights; the exception being
that even congressional action can not waive statehood entitlements
of submerged lands. Submerged lands are an 1inherent attribute of

statehood.

* The transactions involving native lands have raised the question
of whether or not traditional 1iInterests and the intent of the
Alaska Native Claims Settlement Act are being considered. The
native corporation®s feel that their shareholder"s traditional use
of the land 1is protected under provisions of the Alaska National
Interest Land Conservation Act (ANILCA) subsistence and access
clauses and that federal refuge management and stewardship more
than adequately protects their interests and lifestyle.

* IfT the state is not a party to the contract drafting process of
this value-for-value transaction, it may be that state lands would
be excluded from any Congressional Jlegislation which 1included an
exchange ratification and opened the coastal plain of the ANWR.
Without being a party to the contract negotiations the State of
Alaska has no formal means to seek approval of surface values it
has offered for subsurface rights in the coastal plain of the ANWR,
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nor 1is it possible to adequately protect the interests of all
Alaskans in this process.

* After all the oil and gas in Alaska has been pursued developed
and consumed, this value-for-value exchange effort could stand as a
lasting testimony to our commitment, wisdom and foresight on behalf
of future generations.

RECOMMENDATIONS

* The State of Alaska should renew its participation in the
interest of the public in the buy sell agreement discussions,
commonly referred to as the "land exchange negotiations'.

* Considering that it is in the national interest to remove
inholdings from federal conservation units and that the surface
management of these inholdings by the federal government severely
restricts or prohibits development of these lands, the State of
Alaska should divest itself of its interests in the surface estate
of inholdings within federal refuges, national parks and the like,
for subsurface interests iIn the coastal plain of the ANWR.

* Provided that the heritage granted to the native community in
Alaska by the ANSCA and the ANILCA is protected, and that there is
an equitable adjudication process for tracts of land in the coastal
plain which are selected simultaneously by the natives and the
State of Alaska, both parties should proceed with buy sell
negotiations.
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Section 5: State Oil Royalties: The Mineral Leasing Act of 1920
FINDINGS

* It is the position of the executive branch of the government of
the State of Alaska that the 90%-10% revenue share of royalties
from the production of subsurface resources within National
Wildlife Refuges within Alaska can not be changed without the
consent of the State.

* Administrative actions taken by the Secretary of Interior with
regard to refuges and mineral leasing on these lands does not in
any way minimize the fact that Congress 1is the one establishing the
policy. Tliat policy is clearly provided in the Mineral Leasing Act
of 1920. This act provides that each state should receive 90
percent of the revenue share, either directly or through the
Reclamation Fund, and that 10 percent should go to the Federal
Government. The fact that the Secretary of Interior can remove an
area from leasing under the mineral leasing law does not mean that
if the area is ultimately leased, the mineral leasing law is not
the authority that applies.

* Congress made the Mineral Leasing Act of 1920 a provision of the
Alaska Statehood Act (Section 6(h) and 28.), and as such it becomes
an integral part of the compact provisions of Section 4 of the
Alaska Statehood Act (72 Stat.339).

* The concept of an overriding royalty to the state from lands
exchange in the coastal plain of the ANWR to the native corpo-
rations was introduced by the State of Alaska as a creative
alternative which could both protect the public interest under the
Statehood Act, preserve the principles of federalism and hopefully
allow the exchange process to advance.

* The Department of Interior feels that an overriding royalty
would have the effect of lowering the value of the tracts offered
in the coastal plain of the ANWR to the exchange participants.
Tnis would 1increase the amount of land the participants would
consume within the coastal plain of the ANWR.

* What the state 1is attempting with the overriding royalty is to
retain the grant that is the result of the Statehood Act and the

inclusion of the 1920 Minerals Leasing Act. The exchanges would
take 100 percent of the revenue value produced from those tracts of
land and trade it. That value includes the federal government"s 10

percent and the state"s 90 percent of the 12 percent royalty that
is commonly applied to oil and gas production from state and
federal leases. The only revenue source from these tracts
therefore would be taxes.
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CONCLUSIONS

* The ANWR should be opened using the existing authorities, namely
the Mineral Leasing Act of 1920.

The national 1iInterest 1is best served by encouraging competition
for tract selection under the provisions of the Mineral Leasing Act
of 1920.

* The Native corporations have every reason to expect
value-for-value in the land exchanges.

If a grant or overriding royalty is given to the state on
subsurface tracts traded to native corporations, then the those
lands in the ANWR will be devalued. Instead of a potentially small
portion of the coastal plain of the ANWR being exchanged, an
incremental increase in the amount of the ANWR subsurface would
become available to reflect the override.

RECOMMENDATIONS

* The Congress should act to open the ANWR under the Mineral
Leasing Act of 1920 in the public interest to encourage an
expedient but prudent exploration and possible development and
production of hydrocarbon resources in the coastal plain of the
ANWR .

* The Governor of Alaska should encourage the Congress to utilize
the authority of the Mineral Leasing Act of 1920 in any legislation
enabling the exploration, development and production of hydrocarbon
resources within the coastal plain of the ANWR.
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Section 6: The Work Former Local Hire

FINDINGS

* At this time, the Alaska labor unions oppose the opening of the
coastal plain to oil and gas development without a labor clause in
the enabling congressional legislation.

CONCLUSIONS

* An experienced work Tforce is available in Alaska so that
development in the coastal plain of the ANWR can take place in an
environmentally sound manner using this professional labor.

* If labor agreements are required with unions, they should
reflect a competitive position based on Alaskan labor market
conditions.

* The 1issue of local hire in Alaska should be approached Tfirst
from a regional level, then a statewide level and finally a union

membership level.

RECOMMENDATIONS

* The use of Alaskan union Qlocals should be encouraged. Industry
has recognized that competitively priced union Qlabor increases the
efficiency and lowers construction and operating expenses in the
Alaska oil fields.

* Congressional action should not include restrictions as to which
Alaskan Jlabor force should be utilized, union or non-union. That
is a decision which 1is best addressed by individual private sector
employers through the collective bargaining process.
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Section 7: National Security Implications
FINDINGS

* The nation®"s imports of oil have Tfallen from a peak in 1977 of
8.5 million barrels per day (MMBD) or 46% of consumption, to 4.3
MMBD or 27% of consumption 1in 1985.

* The national trend toward decreasing dependence on Tforeign oil
sources is reversing. Net U.S. oil 1imports during the Tfirst 10
months of 1986 were 29% above the comparable period in 1985. The
United States 1is moving once again toward dependency on foreign
sources of oil.

* The current oil glut may evaporate as early as mid 1990 or 1992
due to declines 1in domestic production and a steady rise in

domestic consumption of oil and gas products.

* Domestic production, development and exploration have declined

as a result of severe oil price declines.
* In a priority memo to the President, the Secretary of Energy
concluded that, "Until oil prices increase appreciably, U.S.

exploration will remain stagnant, our dependency on imports will
continue to increase, and our vulnerabil ity to oil price shocks and
possible oil shortages or stoppages will rise to an excessively
dangerous level. All of this could seriously affect our strategic
and national security as well as our economic stability."

* A letter from the National Petroleum Council to Energy Secretary
John S. Harrington stated that, "Additional import dependence will
increase our vulnerabil ity to a supply disruption, rapidly
accelerate our balance of trade problems, undermine our national
security and compromise our U.S. foreign policy."

* Thirty eight percent fewer oil and gas wells were drilled in
1986 than in 1985.

* Only 32,438 oil and gas wells were drilled nationwide 1in 1986,
the lowest level in 12 years.

* There were 2,844 wildcat wells"(wells drilled to discover new
fields) reported completed in 1986 compared to 4,757 in 1985. The
wildcats resulted in 302 oil discoveries and 193 gas discoveries in
1986 compared with 535 oil discoveries und 296 gas discoveries the
previous year.

* Expansion of domestic oil production has several advantages
relating to the nation®"s economic and military security. Expansion
of other domestic energy supplies or energy conservation, to the
extent they can substitute for imported oil, would have similar
advantages:

Higher U.S. oil production will exert downward pressure
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on the world price of oil.

Increased domestic oil production reduces the chances
of a supply disruption that would have a sharp impact
on the world oil price, since less U.S. demand for oil
imports will increase slack in world oil markets.

Should there be a serious event that disrupts supply,
the costs to the U.S. economy will be reduced if U.S.
oil import demand 1is less relative to its total oil

supply.

Less U.S. dependence on Tforeign oil allows U.S. foreign
policy to be more flexible and strengthens
relationships with oil importing allies.

CONCLUSIONS

* The single most important decision our Congress will make 1in the
areas of domestic production and national energy security in the
next 18 months 1is the opening of the coastal plain of the Arctic
National Wildlife Refuge to energy exploration and production.

* At peak, Alaskan oil and gas production represents about 20% of
our total domestic production. That production is now in decline
and will dramatically fall over the next 10 years. Without new
discoveries and a dramatic change 1iIn domestic consumption there is
little hope that we can avoid serious, national economic shocks.
We are already more dependent, as a nation, on oil products than
ever before. Our nation can not afford to stand in line again.

RECOMMENDATION

* The Congress should act expeditiously to remove the prohibition
on oil and gas activities 1in the coastal plain of the ANWR, and
Alaskans should encourage the utilization of the resources that may
be present there. In this manner, the State of Alaska can make 1its
greatest peace time contribution to the security of the nation.

* The Congress and the State of Alaska should continue to

encourage the conservation of energy resources through incentive
programs and through the use of alternative fuels.
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TESTIMONY OF JAMES E. EASON
BEFORE THE HOUSE SUBCOMMITTEE ON WATER AND POWER RESOURCES

JUNE 23, 1987

Mr. Chairman and members of the Subcommittee, my name is James E.

Eason. I am a petroleum geologist with thirteen years of
experience in Alaska, and | am the Director of the Alaska
Division of Oil and Gas. The Division of 0il and Gas 1is that

agency within the Alaska Department of Natural Resources which is
responsible for the competitive leasing of the state®s oil and
gas lands, the administration of those leases and the collection
of the state"s share of revenues from the leasing of its lands,
and from the leasing of federal lands within Alaska and adjacent
to certain of the state"s offshore submerged Ilands.

Before turning to a discussion of the history of the development
of Alaska®"s oil and gas resources, and describing current
production within the state, 1| would like to stress two very
important points. First, I believe oil and gas \leasing and
development in Alaska 1is extremely 1important to both the state
and the nation, and second, 1 am convinced thatthe coastal plain
(or 1002 area) of the Arctic National Wildlife Refuge (ANWR) is
the most prospective unexplored petroleum province remaining in
North America.

As a result of the field work and geophysical surveys conducted
over the past twenty years, it has been clearly demonstrated by
federal, state and independent investigators that the 1002 area
could yield Prudhoe Bay-size quantities of petroleum. To put
this conclusion 1in proper perspective, the Prudhoe Bay field on
Alaska®s North Slope, 1is the largest oil field in North America,
with original reserves of nearly 10 billion barrels of
reco* —-irable oil. Production from the Prudhoe Bay Tfield and the
adjacent Kuparuk River Tfield currently accounts for over 20% of
the total daily domestic crude production.

Situated on trend between the prolific North Slope oil fields to
the west and the petroleum-rich Canadian Mackenzie Delta province
to the east, the 1002 area has all of the key geologic elements

requisite for major hydrocarbon accumulations. Based on field
observations of oil seeps and oil-stained reservoir rocks at
surface outcrops, it is evident that oil has been generated by
source rocks in the area. Hopefully, most of that oil has
migrated into and been trapped within reservoir rocks in the very
large structures which lie beneath the surface. The quality of

source and reservoir rocks found in ANWR represent the best of
both Prudhoe Bay and Mackenzie Delta. In addition, based upon

1L



the limited geophysical data collected to date, twenty-six
large prospective traps have been identified beneath the
surface of the 1002 area. It is estimated that if oil s
contained withinthese structures Dbeneath the 1002 area

there is a five percent prooability of there being between

26.5 and 29.4 billion barrels of oil in-place. This volume
compares favorably with the 23.5 billion Dbarrels of oil
initially in-place at Prudhoe Bay. For additional
persrective, it is interesting to note that prior to
drilling, some industry officials estimated that there was
only a two percent probability that the Prudhoe Bay area
contained as much as two billion barrels of oil

Exploring for oil and gas in frontier areassuch as the

coastal plain of ANWR is an extremely risky enterprise. The
worldwide success ratio for exploratory wells in frontier

areas is about one success in twenty, or 5%  In ANWR, the
odds are estimated to be much better. The federal
government estimates there is a twenty percent chance that
economically recoverable oil is present in the 1002 area.

This is an exceptionally high number for such a small area.

In our opinion, exploration to ~confirm ANWR's petroleum
potential is clearly in the ‘interest of the state and the
nation. We in  Alaska have just recently witnessed the
production of the five billionth barrel of oil from Prudhoe
Bay. This means that one-half of the total proven 10 billion
barrels of recoverable oil have been transported through t~e
Trans-Alaska Pipeline System (TAPS) in just ten short years.
It also means that the largest field in North America, which
currently contributes a major share of this country's daily
production, will begin a precipitous and irreversible
production declinein the near future (mid 1988),

Presently, North Slope crude flows through TAPS at a rate of
about 685 million barrels per year. By the year 2000, ever,
projecting the contributions of other known North Slone
fields expected to come on line, annual production from
Alaska will fall to approximately 386 million barrels per
year. This volume represents only about 55% of the
pipeline's capacity.

If the coastal plain of ANWR is opened to exploration and if
petroleum is discovered in significant quantities, production
from this region could help to offset the expected decline in



North Slope production. Most experts believe that by the year
2000 domestic oil production will be substantially less than the
current 8.3 million barrels per day— it likely will be between
4.5 million and 6.4 million barrels per day. ANWR could
contribute at least 700,000 barrels per day to the year 2000
totals, and 1.5 million barrels per day for the following ten
years before its production decline begins. This increased
production would be at the expense of 1iImported oil, thereby
contributing positively to our nation®"s balance of payments and
its energy security.

It is clear to the state of Alaska that the high prospectivity of
the coastal plain of ANWR, and its potential to supplement the
projected domestic production decline, thereby reducing our oil
imports, justifies an early and thorough assessment of the area
by exploratory drilling. I believe a review of the history of
oil and gas exploration and development in Alaska will underscore
the importance and wisdom of proceeding with an orderly
exploration program now rather than later.

Opening the 1002 area for drilling would be adding a crucial

— and perhaps final- chapter to Alaska®™s long history of
involvement in petroleum exploration and development. This
involvement began around the turn of the century when early
explorers and whaling crews vreported occurrences of natural
petroleum seeps along coastal regions of the state. Those
discoveries were the harbingers of the exploration successes of
the 1960°s and 1970"s which were to confirm the presence of
massive oil and gas reserves along the North Slope of Alaska. It
was the perseverance of the early explorationists— often in the
face of staggering TfTailures, which 1led to the discoveries of
Prudhoe Bay and Kuparuk River, respectively North America®"s first
and second largest producing oil fields.

The sheer magnitude of those North Slope discoveries tends to
overshadow many important successes— and failures— elsewhere in
Alaska during the intervening years. I believe it is 1iImportant
to review some of these other oil and gas milestones, because |
think they will underscore the importance of exploring and
confirming ANWR®"s potential without delay.

The state"s earliest commercial petroleum development was of a
much more modest scale than most North Slope development, and was
located hundreds of miles south of Prudhoe Bay near the village

of Yakutat along the Gulf of Alaska. Here, in 1902 the Katalla
Oil Field was discovered. Before Katalla was abandoned in 1933
due to a fire at the production Tfacilities, this Ffield produced
154,000 barrels of oil. In thirty-one years Katalla produced

less oil than 1is currently transported through TAPS every two
hours!



The next major milestone in oil and gas development within Alaska
came with the 1957 discovery of oil at the Swanson River Field by
Richfield O0il Corporation and its partners. That onshore
discovery on the Kenai Peninsula adjacent to Cook Inlet led
quickly to the leasing, exploration and development of numerous
onshore and offshore tracts within the Cook Inlet Basin. Since
that first® discovery at Swanson River, a total of 21 oil and gas
fields have been discovered in Alaska®s Cook Inlet.

Although the State of Alaska®"s competitive lease sales 1in the

Cook Inlet Basin continue to draw moderate attention, most
knowledgeable explorationists believe that Cook Inlet development
has seen its zenith. Cumulative production from the area through
1986 was 1.073 billion barrels of oil and 4.9 trillion cubic feet
of natural gas. The average annual decline in oil production 1is
approximately 15 percent, and current total Cook Inlet production
is about 46,000 barrels per day. Again Ffor perspective, the

combined daily oil production from all Cook Inlet fields amounts
to slightly more than the volume moved through TAPS every thirty
minutes.

Industry interestand the mapping of numerous extremely large
subsurface structures in the Gulf of Alaska led the U.S.
Department of the Interior, in 1976, to conduct its first
competitive oil and gas lease sale in Alaskan waters, O0CS Sale
39. Because of prior production onshore in the nearby Katalla
area, the Gulf of Alaska then was <considered to be highly
prospective. Three federal OCS lease sales in the Gulf of Alaska
generated total bonus bids of $670 million dollars for leases
located there. However, exploration of those leases resulted in

a succession of 12 very expensive dry holes.

The Tailure of the Gulf of Alaska to meet everyone®s expectations
serves to emphasize that, even in Alaska, and even next door to
confirmed production, there 1is no certainty of success when it
comes to oil and gas exploration.As a matter of Tfact, this

unfortunate pattern- the subsequent condemnation of otherwise
extremely prospective federal O0CS acreage adjacent to previous
discoveries— has since been repeated all too often in Alaska.

Like the Gulf of Alaska, the early successes in the Cook Inlet
Basin did not assure similar successes on adjacent federal O0CS

tracts. In 1977 the Tfirst of three federal O0CS sales in the
Lower Cook Inlet was held. These sales netted the federal
government $403 million in bonus bids, but resulted again in 12
dry holes. In fact, results were so discouraging that the final

Lower Cook 1Inlet O0OCS sale, which was held in 1982, received no
bids.

I would like to focus now, for a few minutes, on the history of
exploration on Alaska®s North Slope. In 1919, a geologist with

the U.S. Geological Survey, Ernest de K. Leffingwell, traversed
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the area on foot and with dog teams, recording the Tfirst formal
descriptions of North Slope geology and documenting the locations
of several oil seeps. After Leffingwell, other expeditions led
by geologists of the U.S.G.S. followed. These survey teams
mapped and documented the surface exposures of many potential
petroleum deposits in Northern Alaska.

Based in Qlarge measure upon the results of these early surveys,

in 1923, the Naval Petroleum Reserve No . 4 (now National
Petroleum R~serve-Alaska) was established. The First exploration
phase of NPR-4 ended 1in 1953; 1in the intervening years between

1923 and 1953 the United States Navy had drilled 37 test wells
and found three oil accumulations and six gas accumulations
within the Reserve. Only two of these discoveries were
considered sizeable, namely Umiat, with 30 to 100 million barrels
of oil and Gubik, with 370 to 900 billion cubic feet of gas. Gas
from another of the discoveries, the small South Barrow gas
field, 1is being produced today Tfor local consumption at Barrow.
The Navy’s 30-year exploration effort in NPRA cost the federal
government between $50 and $60 million.

In 1960, the Arctic National Wildlife Range (ANWR) was
established. The closure of this area, extending eastward from
the Canning River to the Canadian border, combined with
prohibitions against competitive leasing in NPRA to the west,
effectively confinedindustry exploration efforts to the area
between the Colville and CanningRivers. In 1964, the State of

Alaska selected about 80 townships 1in this corridor between NPRA
and ANWR, and in December of that year, the state held its first
competitive North Slope lease sale, and exploration of the
resulting leases began shortly thereafter.

Following a succession of seven dry holes in the arctic foothills
to the south, exploration shifted northward to the central
coastal plain. In 19 65, the first dry holes in the area
immediately surrounding the Prudhoe Bay structure were drilled.
In January, 1967, in what was essentially a last ditch effort, a
rig was moved to the Prudhoe Bay State No. 1 location. Twelve
months Jlater, in January, 1968 the discovery of the Prudhoe Bay
oil field was announced.

Thirty-three exploratory wells were drilled the following year,
and in September, the state held its 23rd Competitive Lease Sale
which consisted of acreage near and adjacent to the Prudhoe Bay

discoveries. That sale attracted over $900 million 1in bonus
bids. This was the last lease sale on the North Slope until the
Joint Federal-State sale in December, 1979. After the discovery

of the Prudhoe Bay Tfield and before the 1979 joint sale, over 100
exploratory wells were drilled on the North Slope, with 19 of
those wells discovering oil or gas.



In 1974, exploration began again in NPRA, this time under the
direction of the U.S. Geological Survey. Between 1974 and 1981
twenty-seven exploratory wells were drilled within NPRA at a cost
to the Tfederal government just over a half billion dollars.
After the federal exploration program ended, Congress authorized

competitive leasing in NPRA, and three sales were held. The
first two of these sales received minimal 1iInterest, and the third
received no bids. Only one additional exploratory well has been

drilled on the leases acquired in those sales, and it was another
dry hole.

Including the 1979 Joint Sale, three federal lease sales have
been held in the Beaufort Sea. These three sales produced total
winning bonus bids of $3.4 billion. Eighteen exploratory wells,
have been drilled offshore 1iIn the O0CS area extending eastward
from NPRA to ANWR. The results have 1included Ffive announced
discoveries near the Prudhoe Bay field, one each near Seal and
Sandpiper Islands, two near Tern Island and one near Duck Island
(Endicott). Also, a very recent discovery by Unocal at 1its
Hammerhead #1 well 1is located about 10 miles offshore of Flaxman
Island.

Since 1979, the state has conducted ten competitive lease sales,
offering over 3.7 million acres of onshore North Slope and

submerged Beaufort Sea acreage. Total bonuses received for these
leases were more than $700 million. To date, these leases have
produced only two discoveries, one oil discovery at Colville
Delta by Texaco and its partners, and another by Shell 0il, et al
at Seal Island. The Seal Island discovery straddles both state
and federal acreage. These are the only successes on state

acreage since 1979 contrasted to a 1long 1Qlist of exploratory
failures drilled to test the area.

Although new discoveries have been scarce, the post-Prudhoe Bay
exploration activity has resulted in better delineation of
several significant hydrocarbon deposits, both onshore and in the
Beaufort Sea. These 1include the discoveries at Point Thomson,
Kuparuk River, Milne Point, Gwydyr Bay, Endicott, Mikkelsen, Seal
Island, Sandpiper Island, West Sak, Colville Delta, Tern Island,
Lisburne and other areas.

The Kuparuk River reservoir was discovered in 1969, and
production commenced from the Kuparuk River Unit in 1981. It is
estimated that this reservoir west of Prudhoe Bay contains 1.5
billion barrels of recoverable oil. Production from the

reservoir has been much better than expected, and is currently at
290,000 barrels per day.

ARCO Alaska has applied for approval of a pilot enhanced recovery
project (Miscible Gas Injection) in an effort to boost ultimate
recovery from the reservoir. A major vaterflood program is
already underway.



Although the Lisburne Oil Pool was discovered just days after the
Prudhoe Bay Sadlerochit Oil Pool, production did not commence
from this deeper reservoir until December, 1986. It Is estimated
that the Lisburne reservoir contains 3 billion barrels of oil in-
place, with about 400 million barrels being recoverable.
Production 1is currently about 40,000 barrels per day, and is
expected to peak at about 100,000 barrels per day. Ultimate
recovery from the reservoir will 1increase if a pilot waterflood
project now underway proves to be successful, and if permits for
an offshore drill site are ultimately approved. The Kuparuk
River and Lisburne fields no doubt benefited from the
infrastructure already in place at Prudhoe Bay.

The nearby Milne Point field, with estimated reserves of about 60
million barrels of recoverable oil, was brought on line in 1985
only by virtue of its close proximity to the infrastructure that
resulted from the Prudhoe Bay-Kuparuk River development. Milne
Point was subsequently shut-in January, 1987 due to the low price
of oil.

The Endicott accumulation, discovered 1in 1978 and operated by
Standard Alaska Production (BP), 1is located approximately 30
miles east of Prudhoe Bay. It has estimated recoverable reserves
of about 375 million barrels. Production from Endicott is

expected to commence 1in Jlate 1987 or early 1988, and peak at
approximately 100,000 barrels per day in 1989, marking the first
ever commercial production from offshore acreage in the Beaufort

Sea. The production rate can probably be maintained for about
five years, at which time a 15% per year production decline will
begin. Endicott is located two miles offshore in eight to ten
feet of water, and is connected to land by a gravel causeway. In

relative terms, Endicott is the most costly North Slope field to
be developed to date.

The Point Thomson Ffield, which lies east of Endicot . and just
west across the Canning River from ANWR, was discovered 1in 1977

by Exxon and its partners. Point Thomson is estimated to contain
about 350 million barrels of recoverable condensate (light
gravity crude) and 5 trillion cubic feet of gas. Development of

this Tfield is problematical under the current economic conditions
and in light of the 60 mile distance from the Trans-Alaska
Pipeline and other production infrastructure. If discoveries are
made to the east of Point Thomson in ANWR or on nearby state or
federal offshore acreage, the outlook for early development of
this field would improve substantially.

In 1983, Shell Oil drilled a successful exploratory well at Tern
Island, about 20 miles east of Prudhoe Bay Tfield. A third well
in this area has jJjust been completed, but estimated recoverable
reserves have not yet been published.



The Seal Island discovery, which lies offshore from the Prudhoe
Bay Field, was made in 1984 by Shell, Amerada Hess and partners.
It is located about eight miles offshore in 40 feat of water,

approximately 20 miles from Pump Station 1. Reserves at Seal
Island are estimated to be similar to those in Endicott,
somewhere in the 300 million barrel range. The reservoir appears
to straddle the state/federal Beaufort Sea boundary. The
distance from shore and water depth will make this a very
expensive prospect to develop. Higher oil prices and the

expectation of continued higher prices will be reguired to
initiate development and production from this discovery.

In 1986 Sb”~1l, Amoco and partners announced another discovery
offshore northwest of Prudhoe Bay Ffield at Sandpiper Island.
Sandpiper is about eleven miles northwest of the Seal Island
discovery. Estimated recoverable reserves have not, as yet, been
published for Sandpiper. It is likely, however, that the
development of Sandpiper will be linked to that of the adjacent
Seal Island discovery.

Included within the boundaries of the Kuparuk River oil Tfield is
a very large oil accumulation known as the West Sak reservoir.
The West Sak is estimated to contain at least 20 billion barrels

of oil 1in place. Those massive reserves lie literally right in
the center of the second largest producing oil Ffield 1in North
America. Unfortunately, the oil within the West Sak reservoir 1is

only 3000 feet to 4000 feet below the surface, and only 1000 feet
to 2000 feet below the bottom of the overlying permafrost layer.
Consequently the oil 1is cool (70 to 90 degrees Fahrenheit) , and
it has a low gravity of 10 degrees to 20 degrees API. The
combination of these factors precludes the heavy oil from flowing
into the wellbores very rapidly.

Compared to a good Prudhoe Bay well which produces over 5000
barrels per day, an excellent West Sak well might produce only
500 barrels per day. The shallow reservoir depth also means that
there is very little gas dissolved in the heavy oil, and
therefore, minimal pressure to drive the oil into the wellbores.
The shallow depth adds another negative factor, in that fewer
wells can be drilled directionally (due to steep drilling angles)
frcm each individual drilling pad. These factors will add
considerable development expense to the West Sak project.

Poor oil quality, 1low flow rates and added development expense
have all cc <"biined to keep the West Sak from being developed at
today"s oil prices, even though it lies within the boundaries of
the Kuparuk River fTield and is only twenty miles or so from Pump

Station 1 of TAPS. Even though the volume of oil in place is
staggering by any standards, the West Sak awaits higher oil
prices and additional technological advances to make its

development possible.



Oil prices in the mid $20 per barrel range would go a long way
toward making the West Sak commercial. However, even if and when
the West Sak does come on line, the total daily field rate will
be relatively insignificant in comparison with current rates from
Prudhoe Bay and Kuparuk River because of the low individual well
rates. IT the West Sak development does not piggy back onto the
existing Kuparuk development, it may never come on line.

Having described the chronology and briefly highlighted some of
Alaska®™s most promising discoveries, as well as 1its exploration

failures, 1 would like to summarize what | believe these data are
telling us regarding Alaska®s and the Nation®s future production
capabilities. The state"s only commercial production to date,

with the exception of the minor production from the Katalla
field, has come from either the Cook Inlet or the North Slope.
The Cook Inlet production is now in a state of decline, and the
basin 1itself 1is iIn a mature or advanced state of exploration-
large additions to the known reserves are unlikely.

The current production from Prudhoe Bay field far surpasses the
combined production from all other North Slope and Cook 1Inlet
fields. The new North Slope discoveries announced over the last
few vyears, although encouraging, will have little effect 1in
delaying the precipitous Prudhoe production decline that will
begin in the near future. As | have previously mentioned, by the
year 2000, we project total Alaska production to be only 386
million barrels of oil per year.

The stark reality is that the list of past exploration Tfailures
in Alaska on both federal and state lands has grown quite 1long
since the moi mental discovery at Prudhoe Bay. The Qlist of
failures includes the Gulf of Alaska, Lower Cook Inlet, several
interior basins, the Alaska Peninsula, NPRA, and large portions

of the western and central North Slope, both onshore and
offshore. In the past two years, there has been a succession of
dry holes drilled 1in the once promising O0OCS frontier basins
offshore of western Alaska, including the St. George, Navarin,

and Norton Basins.

Since the discovery of oil in Cook Inlet in 1957, 65 exploratory
wells have been drilled on federal O0CS leases while several
hundred more have been drilled on state leases in Alaska. These
wells were drilled at a substantial cost to the oil and gas
industry. While the total costs are not readily determinable,
the leases alone cost over $7.5 billion, and in the vast majority
of cases, wells drilled to test these leases were disappointing.

Because of the disappointing results elsewhere in Alaska,
exploration now has shifted to the eastern North Slope and
Beaufort Sea. But, historically, even in these prime prospecting
areas, failures far surpass successes. Perhaps one of the most
famous examples is the much-touted Mukluk prospect in the

9



Beaufort Sea west of Prudhoe Bay. Leases overlying that prospect
drew about $1.4 billion in competitive industry bids in 1982 and
the Ffirst well there cost an additional $15C million to drill.
As we all know now, Mukluk turned out to be another major
disappointment.

These failures serve to emphasize two very important points.

First, we cannot simply assume that ANWR holds oil and gas
reserves which can be banked for future development. Our pre-
drilling estimates of resources there may in fact be seriously in
error, as they were at NPRA and Mukluk. Both national security
and economic efficiency argue strongly for expeditious
confirmation of ANWR"s potential. Secondly, there are no areas

left 1in this country with the potential, such as ANWR, to
substantially and positively affect our nation®s overall balance
of trade and national security.

The discoveries at Seal Island in the Beaufort Sea and the huge
West Sak heavy oil deposits west of Prudhoe Bay may help to
supplement future North Slope production volumes, but only if oil
prices climb and stabilize above $20 per barrel (in 1987
dollars). Unfortunately, however, unless a new multi-billion
barrel discovery is made on the North Slope, annual throughput in
TAPS will decline significantly beyond 1995 regardless of what
the oil price may be at that time.

There are obviously many direct benefits that would follow if
ANWR 1i1s opened to exploration and if oil 1is found in commercial
quantities and developed. However, 1 would like to direct your
attention to some of the secondary, indirect benefits that |1
believe would follow as a result of construction of an oil
pipeline from ANWR discoveries westward to TAPS Pump Station #1.
First, total projected TAPS throughput would increase
significantly, and tariffs for all oil transported through TAPS
would decrease, resulting in a net higher wellhead value for the
oil. This means that existing Ffields like Prudhoe Bay and
Kuparuk River could produce longer, and discoveries such as West
Sak and Seal Island may become economic to develop.

Secondly, exploration for new fields would increase since
expected revenues from any new discoveries would be higher if
pipeline tariffs are lower. Onshore state, federal and native
lands, and offshore state and federal tracts would benefit from
the increased pace of exploration. Future discoveries in the
deeper waters of the Beaufort Sea, where development will be
extremely expensive, will have a greater likelihood of being

explored, developed and produced.

In addition, existing discoveries located between Pump Station #1
and ANWR would be developed sooner since a major part of the
required infrastructure, that 1is the pipeline, would be in place.
For example, Point Thomson field, which 1is immediately adjacent
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to ANWR and contains about 350 million barrels of recoverable
oil, <could probably support development with some 1incremental
help from ANWR discoveries. The catalytic effect of new
discoveries in ANWR on extending the field 1life of producing
North Slope Tields and in encouraging new exploration and
development elsewhere along the Arctic coast of Alaska cannot be
overemphasized. There truly 1is no better place and no better
time to explore for the oil reserves that will be critical to
this country®s energy fTuture.

Mr. Chairman and members of the Subcommittee, this concludes my

written testimony. I greatly appreciate the opportunity to
provide this subcommittee some information on oil and gas
production in Alaska and the history of that development. I also

appreciate the opportunity you have provided me to explain why 1
believe it is crucial that the coastal plain of ANWR be opened
for competitive leasing without delay. I will be happy to answer
any questions you may have.
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ANWR COASTAL PLAIN: HIGH HYDROCARBON POTENTIAL

1. ANWR coastal plain situated on trend between North Slope oail fields to the west,
and the Canadian Mackenzie Delta province to the east.

2. All key geologic elements requisite for major hydrocarbon accumulations are present:
« excellent source and reservoir rocks expected; represent the best of
Prudhoe Bay and Canada.

e producing formations at Prudhoe and adjacent areas found within ANWR,.

e documented oil-stainad sandstones and oil seeps.

e 26 large structural traps (prospects) mapped from seismic data.

3. Expensive well drilled on largest prospect (Jago River * 1, KIC); results are confidential.
4. 5 % probability of finding between 25.5 and 29.4« BBO in-place.

5.20 % probability of finding economically recoverable oil:
» exceptionally high for such a small area

e minimum economic field size in ANWR = : 40 million barrels
e worldwide success ratio in frontier areas is 5 %

Alaska Department ot Natural Resources
Division of Oil & Gas G/87

Figure 2. ANWR Hydrocarbon Potential Summary.
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Figure 3. Projected Domestic Oil Production.
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Field Name

Swanson River

N Cook Inlal

Grange Poml

Trading Bay

McArthur River

Middio Ground Shoal

Beluga Rivar
Cannery Loop
Fans Craak
Nicolai Craak
Norlh Fork
West Foreland
Wast Fork
Starling

Birch Hid

Baavar Creek

Ivan River
Lewis River
Moquawkie
Pretly Creak
Slump Lake

Kenai

Totals

Kalalia

Discovery
Dale

7/5?

e/62
6/65

6/65

10/65

6/62

12/62
6/79
6/61
5/66
12/65
3/62
9/60
8/61
2/67
6/65

10/66
9/75
11/65
2/79
5/78
10/59

1902

Cook Inlet/Gulf of Alaska Oil and Gas Fields

Company

Richfield Oil Corp.

Pan American Pelro.
Mobil Oil

Union Oil

Union Oil

Pair American Pelro.

Standard Oil ol Cn.
Union Oil
Standard Oil ol Cal.
Texaco
Standard Oil ol Cal.
Pan Amarican Pelro.
Halbouly Alaska
Union Oil
Standard Oil ol Cal
Marathon Oil

Standard Oil ot Cal. "'
Cities Service
Socony Mobil Oil
Halbouly Alaska
Chevron USA
Union Oil

Alaska Development Co.

*0CF + Billion Cubic Feel ol Gas

MMBO * Million Barrels of Oil

As ol January 1, 1987

Estimated Original
Recoverable Reserves

259 BCF
217 MMBO

1594 BCF

105 BCF
126 MMBO

63+ BCF
90 *4AMBO

965 BCF
574 MMBO

86 BCF
162 MMBO

1003 BCF
300 BCF

54 BCF

251 8CF
11 BCF

24 15 BCF
4 MMBO

504 BCF

2496 BCF

7606 6+ BCF
1173 MMBO

Gulf of Alaska

Production
Siari-uo Dale

7/60

2/69
2/67

/67

9/67

12/65

1/67
111/87)

Shul-m

1/66 Shut-in
Shul-in
10/82

Shul-m
9/84
Shul-in *
12/86

Shut-in
8/61

1912
Shul-m 1933

Cumulative
Produclion

Gas reelected
205 MMBO
777 BCF

90 BCF
104 MMBO

63 BCF
88 MMBO

315 BCF
523 MMBO

76 BCF
150 MMBO

229 BCF
0

2.1 BCF
0

47 5 BCF
3 MMBO

0

4 BCF

0

1740 BCF

t3345.6 BCF
1073 MM80

154.000 BO

Remaining
Reserves

259 BCF
12 MMBO
817 BCF

15 BCF
22 MMBO

*
2MM80

650 BCF
51MMBO

8 BCF
12 MMBO

774 BCF
300 BCF

54 BCF

23 BCF
I BCF

194 BCF
1 MMBO

500 BCF

756 BCF

4361 BCF
100 MMBO

** Included in McArthur River Remaining Reserves

+ Dues not include romiecied gas

Alaska Doparlmonl ol Natural Resources
Division ol Qil and Oas G/87

Figure 6. Cook Inlet/Gulf of Alaska Oil and Gas Fields.



Field Name

Prudhoe Bay

Kuparuk River

Prudhoe Bay
(Lisburne Pool)

Milne Point
Endicott

S. Barrow
E. Barrow

Totals

* BCF - Billion Ci bic Feel ol Gas

Discovery
Date

12167

4/69

12167
10/69
3/78

4149
5/74

MMBOQ - Million Barrels ol Qil

North Slope Oil and Gas Fields

Company

Richfield Qil Corp.

Richfield Qil Corp.

Richfield Oil Corp.

Socal

Sohio

U.S. Navy
U.S. Navy

As ol January 1, 1987

Estimated Original
Recoverahle Reserves

28,500 BCF
9590 MMBO

640 BCF
1600 MMBO

* 635 BCF
400 MMBO

1
=60 MMBO

731 BCF
375 MMBO

25.2 BCF
12.4 BCF

35,543.6 BCF
12,375 MMBO

Production
Start-up Date

10/69 (Tests)
1/77(Pipeline)
12/81

11/83 (Tests)
3/85

5/85-1/87
Shul-in

(Lale 87-Early 88)

8/49
12783

Alaska Department ol N
Division of Oil and Gas

Figure 7. North Slope Oil and Gas Fields.

Cumulative
Production

6423 8CF **
4918 MMBO
345 BCF **
292 MMBO

114 BCF **
5.3 MMBO

1.9 BCF
5.4 MMBO

0

17.2 BCF
3.4 BCF

680 1.9 BCF **
5220.7 MMBO

** Portions ol Gas Reiniected

at
6/87

Remaining
Reserves

25.816 BCF
4672 MMBO
566 BCF
1308 MMBO

624 BCF
395 MMBO

?
55 MMBO

131 BCF
375 MMBO

8 BCF
9 BCF

32,754 BCF
7155 MMBO

ural Resources



Undeveloped North Slope Oil and Gas Discoveries

As of June 16, 1987

Name Discovery Company Estimated Recoverable
Date Reserves
Umiat 12146 U.S. Navy 50 MMBO
Gubik 8/51 U.S. Navy " 600 BCF
E. Umiat 3163 McCulloch Oil ?
West Sak 4160 Richfield Oil Corp. ?
Kavik 11/69 Richfield Oil Corp. ?
Kem ik 6/72 Forest Qil ?
Flaxman island 9/75 Exxon USA ?
Pt. Thomson 10/77 Exxon USA 5000 BCF
350 MMBO
Mikkelson 1978 ARCO Alaska ?
Gwydyr Bay 1981 Conoco <50 MMBO
Tern Island 583 Shell Ol ?
Seal Island 1/84 Shell Oil 300 MMBO
Colville Delta 1985 Texaco USA ?
Hammerhead 2/86 Unocal ?
Sandpiper Island 1986 Shell Oil ?

*8CF - Billion Cubic Feet of Gas

MMBO - Million Barrels of Qi
Alaska Department o Natural Resources
Division ol Qil and Gas 6/87

Figure 8. Undeveloped North Slope Oil and Gas Discoveries.



FIVE-YEAR OIL & GAS LEASING PROGRAM

ALASKA DEPARTMENT OF NATURAL RESOURCES
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51 PtuAkm Bay Dpi 187

50 C*w>*h Bay m 6 87

54  Kuparuk Upl. 1-88

55 Damarcation Pt. 6 88

52 Btaufort Saa 1*89

56 Alaska Ptninsula 6-89

59 Cook Inlat 1-90

57 N.S. Foothills 6 90

64 Kovik

65 Bsaufort Ssa 6-91 N
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112 W. Gulf of Mexico 8/87
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Standard Alaska

Production Compan
90 Est Basm Ebjead

PO Buxx 19%17?
, Alada 99619 G312

@) 55111

STANDARD
ALASKA PRODUCTION

September 1, 1987

Representative Sam Cotten
11940 Business Boulevard
Eagle River, AK #39577

Dear Represe

| thought you might be interested in seeing the enclosed white paper
which was prepared by Standard Alaska’s Environment Department to address
19 environmental contentions  which  were raised during recent
congressional testimony on the opening of ANWR to oil and gas leasing.
The paper documents considerable use of oilfield areas by birds, caribou
and other wildlife and contains scientific information supporting
industry's performance on the North Slope over the last ten years.

| hope this consolidation of data will be a helpful resource to add

to your collection of reading material on the ANM issue. We have
additional copies available should you require extras.

JAPrceb
4803s/1796L

Enclosure

Auno ol the original Standard 03 Company
Founded in Cleveland Ohio, m 1870
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OIL AND GAS DEVELOPMENT IN THE
ARCTIC NATIONAL WILDLIFE REFUGE 1002 AREA

ISSUES RAISED BY ENVIRONMENTAL GROUPS
DURING TESTIMONY BEFORE CONGRESS

August 1987

A White Paper Prepared By
THE STANDARD OIL COMPANY
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INTRODUCTION

This paper briefly examines 19 issues raised in testimony before Congress
by environmental groups opposing petroleum leasing, in the "l002 area" of
the Arctic National Wildlife Refuge (ANWR) coastal plain. (See Figure
1.) The issues are:

Destruction of last arctic coastal wilderness;

Loss of shorebird nesting habitats;

Displacement of calving caribou;

Predicted decline in polar bear population;

Adverse effects of gravel causeways on Beaufort Sea Ffish
popu lations;

Environmental contamination from reserve pits;

Pollution risk from underground injection of liquid wastes;

Lack of adequate land reclamation technology;

Existence of potential Superfund sites at Prudhoe Bay;

Lack of accountability of oilfield service contractors;

Oil and chemical spills causing severe adverse effects on tundra;
Biological destruction from Storkerson Point oil spill;

Increasing air pollution and adverse effects on tundra vegetation;
Potential impacts of air pollution on lichen communities;

Black smoke emissions contributing to air pollution;

Inadequate regulatory control of oil industry operations;

Lack of gravel availability in ANWR;

Lack of water availability in ANWR;

Cumulative biological effects not adequately addressed;

O 0O OO0 o

O 0O 0O O0O0OO0OO0O0OO0OO0OO0ODO0OO0OOo

The claims implied "vy wvhese issues are easy to make. However, oilfield
development and ope. " 1is on the North Slope do not occur in a regulatory
vacuum. Every aspei. jJf 1industry performance 1is strictly regulated and
closely monitored by federal, state, and borough agencies in a complex
structure of permit:, stipulations, and performance criteria. Moreover,
industry has sponsored .jany years of fieldresearch in the Arctic with
agency participation and review at every stage. The results of these
studies are documented in an extensive literature which is available to
the public. If the catastrophes described by environmental groups were
actually occurring on the North Slope, they would have been reported in
that Jliterature and acted upon by government agencies with regulatory
responsibility for North Slope oilfield activities.

The most compelling rebuttal to the environmental community, however,
comes from the Ffish and wildlife populations that continue to feed,
reproduce, and rear their young throughout developed portions of the North
Slope just as they do in the larger, undeveloped areas. Research has
provided no evidence that oilfield activities have produced any measurable
change in the populations of any Tfish or wildlife species using the North
Slope at any time of the year. Nor is there evidence that the ability of
habitat to support fish and wildlife populations in the future has been
reduced by the very small area of tundra occupied by all North Slope



oilfield facilities (8,160 acres out of a total surface area of North

Slope oil Clelds of approximately 600,000 acres; Heiken 1987). IT the
claims of the environmental community were accurate, Prudhoe Bay, Kuparuk,
and other North Slope oilfields would be biological wastelands. This

clearly is not the case.
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Modified from: ASRC 1986

FIGURE 1 ARCTIC NATIONAL WILDLIFE REFUGE



DESTRUCTION OF LAST ARCTIC COASTAL WILDERNESS
Environmental Community Position:

Petroleum development will destroy the last undisturbed wilderness
on the United States®™ Arctic Ocean coastline, wil*thi Is also the
world®"s greatest arctic wilderness ecosystem.

E R

Scientific Response:

There 1is a common misconception that oil and gas leasing of the 1002 area
would lead to development of the entire ANWR coastal plain and loss of its
wilderness quality. The area singled out by Section 1002 of the Alaska
National Interest Lands Conservation Act of 1980 (ANILCA) because of its
oil and gas potential does rot include all of the ANWR coastal plain.
ANILCA incorporated about 45 percent of ANWR"s 19 million acres into the
National Wilderness System. This 1included a significant portion of the
coastal plain totaling about 450,000 acres along a 30-plus mile stretch of
coastline, extending east of the 1002 area to the U.S.-Canada border.
This frequently overlooked portion of the ANWR coastal plain 1is part of
the refuge®s 8 million acres legally protected as designated wilderness.
It adjoins Canada®s 3 million acre Northern Yukon National Park, also
protected from development. Together these protected areas provide a
major continuum of coastal plain wilderness that would be untouched by oil
mid gas development in the 1002 area.

Concerns that the 1002 portion of the ANWR coastal plain would lose all of
its wilderness qualities if petroleum development occurred are
unrealistic. The majority of the leased areas would remain untouched
either because no oil was discovered or because reserves were not found in
economic quantities. Records show that many leases elsewhere on the North
Slope have already been relinquished. Even under a full leasing scenario
and assuming development of three major prospects in the 1u02 area, most
of the ANWR coasta | plain would remain wilderness. Less than 1 percent of
the 1002 area"s land surface would be affected: with full development. 99
percent of the area would remain untouched. (See Figure 2.) The area's
habits would not be altered sufficiently to affect the size, growth
rate, or regional distribution of fish and wildlife populations. The only
significant change would be aesthetic: over a period of decades, widely
spaced roads, pipelines, drilling structures, and support facilities would
be built on the open coastal plain. Structures would be removed and
disturbed areas reclaimed when production ceased.

The 1002 area is not unique in relation to other parts of the Arctic
coastal plain with respect to Ilandforms and biological resources. ANWR
wilderness lands to the east and south of the 1002 area include abundant
examples of all geologic, terrain, habitat, and wildlife features found in
the 1002 area.

Although ANWR"s 1002 area is referred to as "wilderness,” it should not be
assumed that the area has never received human use and impact. There have
been threp Defense Early Warning (DEW 1line) stations in the area, one of



which is still active. Also, the village of Kaktovik has been relocated
three times in recent history. The ANWR coastal plain has a history of
reindeer herding dating back to the introduction of reindeer to Alaska in

the late 19th Century. Human presence in ANWR has been light, but it has
been there historically and continues today.
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LOSS OF SHOREBIRO NESTING HABITATS

Environmental Community Position:

lhere has been a significant direct loss of habitat at Prudhoe Bay
Involving 5,500 acres cf gravel pads, 720 acres of gravel mines and
another 3,400 acres due to flooding by Impoundments. This has resulted In
a reduction averaging IB percent In shoreblrd abundance in developed areas
compared with undeveloped control areas. This lost or altered habitat
would have supported 18,000 birds for the species studied.

Scientific Resnonse:

There has not been a significant direct loss of habitat at Prudhoe Bay. The
surface area covered by gravel facilities amounts to less than 2 percent of
the available surface area within the oilfield boundaries and a less than
detectable percentage regarding available Arctic Coastal Plain habitat.
Furthermore, the calculations concluding an IB percpnt reduction in shorebirds
within the oilfield (Meehan 1986) are based on an invalid comparison and
combines results for several species.

Most of the hypothesized 18 percent reduction is based on a comparison of bird
densities within the oilfield to a control area outside tne oilfield.
However, the "control™ area was for a different factor, annual variability in
bird densities, and not for direct comparisons of bird use within the
oilfield. Therefore, the comparison used to derive the 18 percent figure is
not technically valid.

An additional consideration is that the final number represents a summary of
information for six species. In actuality, only three species exhibited
reduced densities in the oi Tfield, one species remained the same, and two
species actually showed increased densities in the oilfield (Meehan 1986).
The primary species contributing to the overall reduction was Dunlin, a
species that is not prevalent in ANWR since the Canning River is the eastern
limit of its range.

The information gathered in the Meehan study could perhaps be useful in

consideration of various project alternatives. It could allow a consistent
analysis among alternatives and enhance the objectivity of a relative
comparison. However, the absolute values are not necessarily accurate, and

users of the information should be cautioned in this regard. The study®s real
vallue 1is in allowing relative comparisons for decision-making by land
managers, not in providing numerically precise impact predictions.

A different study was conducted in Prudhoe Bay in 1986 to document bird use of
the develcoed oilfield (Troy 1987). Using the data gathered in that study,
and the same comparison used in the Meehan study described



above (using the same six species), it is found that the area inside the
oilfield supported about 70 percent more shorebirds than an undeveloped
but otherwise similar control area outside the oilfield.

The important point about this information is it documents considerable
use of oilfield areas by birds, including nesting. This 1is a direct
contradiction to the impression given by environmentalists that wildlife,
particularly birds, avoiZ developed parts of the North Slope.



DISPLACEMENT OF CALVING CARIBOU

Environmental Community Position:

D|s lacemen the entr Arctic Herd from Its histori¢ calvin
qro nds In EDrudLoe P[nch een Jocumented l\faternal roups o(f arljboug
which ?how ter sen3|t|V|t development, have ~avoided the
Trans-A ?ka P|peI|ne System In &l seasons nd the Prudhoe Ba area
during calving.

Scientific Response:

Caribou continue to calve in the North Slope oilfields including Prudhoe Bay
(Fig. 3). There is, however, a lower frequency of major calving activity Iin
the Prudhoe Bay oilfield itself compared to the Kuparuk and Milne Point
areas. The Prudhoe Bay oilfield is a rrther wet, marshy area that appears to
be less well-suited for calving than the drier and better-drained areas to the
east and west. Nor is there any evidence that the specific area now included
in the Prudhoe Bay oilfield development was ever an important caribou calving
area. Child (1973) observed that the Prudhoe Bay area was used '"... as a
calving ground for a small segment..." of the Central Arctic Herd, which he
estimated to have totaled about 3,000 animals in the early 1970s. Thus, the
Prudhoe Bay oilfield area does not appear to have ever been used by a large
number of calving caribou.

Dau and Cameron (1986) have made the most thorough study of the response of
calving caribou to oilfield development. They found displacement of some
calving cows within 2 km (1.2 mi., not 2 mi.) of an oilfield road, no
difference iIn use of the area within 3-5 km (1.2-3 mi.), and greater use of
the area within 5-6 km (3-3.6 mi.). During the eight-year study, the number
of caribou calving in the Milne Point study area approximately doubled. The
Central Arctic Herd increased in *ize from about 3,000 in 1972 (Child 1973),
when development was just getting underway, to over 15,000 in 986 (Sopuck and
Jakimchuk 1986), after“development of the Prudhoe Bay, Kuparuk, Milne Point,
Lisburne, and Endicott oilfields (Fig. 4).

Thus, what has been documented is 1) partial and local displacement oi calving
caribou within 2 km (1.2 mi.) of an oilfield road, 2) continued use of
historical calving grounds within an oilfield, and 3) continued growth of the
Centra I Arctic Herd.

Avoidance of the Trans-Alaska Pipeline corridor, which on the North Slope
follows theSagavanirktok River valley, has been reported by Cameron and
Whitten (1980). However, thereare other explanations, such as a general
tendency of cowand calf caribou to avoid river valleys. Predators are known
to forage and travel in river valleys, and the more vulnerable tuws and calves
may tend to avoid such areas.

Jakimchuk et al. (1987) studied the distribution of caribou bulls and cow/calf
groups both in relation to theirans-Alaska Pipeline System and to river
valleys remote from development. They found that bulls and cow/calf groups



tended to occupy different habitats throughout much of the year, whether near
the pipeline or in the remote locations. Thus, the presence of relatively
fewer cows and calves observed by Cameron and Whitten (198U) along the
pipeline corridor may have been unrelated to the pipeline.
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Figure 3. Locations of areas of major calving activity of the Central Arctic Herd, 1981-1986. Note the

presence of calving caribou within the general area of the Prudhoe Bay, Kuparuk, and Milne Point
i oilfields. The Prudhoe Bay Oilfield has never been known to be used often by calving caribou, even prior
> to development. [Based on data provided by RKCS (1985) and Jakimchuk 1986, pers. comm.].
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PREDICTED DECLINE IN POLAR BEAR POPULATION

Environmental Community Position:

Polar bear populations are in decline world-wide apd development |
AWR eh%c pV\POU% create nIo ? two of the thee con%entratﬂ

dennln areas, would exacerbate t is proolem. Further, the cumulatjve

effect current and future. oll development would virtuall
emeate tﬁ]e polar {)ear In the Umted States. P Y

Scientific Response:

The potential for contact between oil and gas development operations in
ANWR and polar bears 1is quite limited. Except for pregnant females, some
of which come onshore to den and give birth to cubs, polar bears spend
their entire lives at sea, mainly on the sea ice. Pregnant polar bears
usually enter their dens in October or November. One or two cubs are born
in December or January and emerge from the den in March or April.

Until the last few years, biologists believed that polar bears generally
denned on land and only occasionally denned onthe sea ice. From 1981-82
to 1986-87 biologists followed 71 pregnant females into theirdens. OF
these, 58 (82 percent) denned on the sea ice,while only 13 (18 percent)
denned on land (S. Amstrup 1987. U.S. Fish and U -life Service, pers.
comm.).

Potential contact with petroleum operations in ANWR would occur only in
winter (November - April), when some pregnant females are onshore. As
stated in the Final 1002 Report, potential adverse effects can be
minimized by avoiding suitable denning areasduring the denning period

(DOl 1987).

There was concern in the 1960s that largely unregulated hunting threatened
the well-being of polar bears world-wide. Since that time, hunting
restrictions have reversed the situation.The kill of polar bears in

northern Eurasia has been greatly reduced and is strictly controlled in
Canada and Greenland. Although the hunting of polar bears in Alaska is
restricted to Natives, the Marine Mammal Protection Act does not provide
for the imposition of hunting regulations, and as j consequence there has
been concern about over-harvest. Recently, however, the Native community
has been working to implement voluntary rules that would conserve the
polar bear population.

The world population of polar bears may be as large as 40,000, with 3,000
to 5,000 offshore of Alaska in the Beaufort and Chuckchi seas. Amstrup et
al. (1986) estimated that approximately 1,800 polar bears occurred in the
Beaufort Sea (both Alaskan and Canadian). Amstrup (1986) states that
"there appear to be about as many Alaskan polar bears today as there were
25 years ago, and numbers appear stable."



ADVERSE EFFECTS OF GRAVEL CAUSEWAYS ON BEAUFORT SEA FISH POPULATIONS

Environmental Community Position:

The 1002 report fall3 to address the cumulative Impactﬁ of fort and
causeway development and their effects on water qtualt nd Psh
migration.  The  minor t?] moderate effects on  aquatic resources from
cauaewas Predwted In t regort underestimate “] Impacts, .since
g\é{/eerr;g ef]}é)(r:nts the West Dock and ndlcott causeways already Indicates

Scientific Response:

Many studies have shown that effects on fish movements by existing causeways
in the nearshore area of the Beaufort Sea are local and transitory. There
does not appear to be a blockage effect from the physical presence of the
causeways. This is not surprising, because there are similar natural Tfeatures
along the Beaufort Sea coast that fish successfully negotiate. At West Dock
intrusions of offshore marine water at certain times of the year mr
temporarilv delay Tfish movement by affecting water characteristics such as
temperature and salinity; however,changing wind conditions over periods of
often less than several hours canresult iIn rapid changes in water quality
conditions and subsequent removal ofany "barrier” to free passage by Tfish.
Under certain wind conditions, thesemarine 1intrusions are enhanced by the
causeways; however, the extent of such intrusions under pre-causeway
conditions is not known.Comprehensive monitoring studies conducted since
1981 have not identified any adverse population-level Impacts to anadromous
fish using the nearshore areas in the vicinity of Prudhoe Pay

Intensive studies during 1985 and 198F and continuing in 1987 have found no
convincing evidence that Tfish passage through nearshore waters has been
inhibited by the Endicott causeway. The species of concern, arctic -cisco,
has been able to pass around and through the Endicott causeway with no readily
apparent delay. Young arctic cisco are carried by the currents and
transported around the causeways in moving water. Older, larger cisco use the
causeway breaches or go around the causeway, depending on current
characteristics and water quality characteristics at a given time.

There has been no indication of any decrease in habitat quantity or quality
due to the presence of the Endicott causeway. At any point in time, observed
changes in water quality are temporary and well within the naturally occurring
variability of the estuary. Two separate overwintering studies conducted
during winter 1985-86 were not able to identify any deleterious effects on
fish overwintering within the Sagavanirktok River or delta that could have
resulted from the Endicott causeway.

Beginning in 1981 and continuing to the present, the petroleum industry has
funded over 20 million dollars in contracted fishery and oceanographic studies
related to Beaufort Sea causeways. This 1is probably the most intensively
studied geographic area in North America. Yet no biologically significant
impacts have been determined.



ENVIRONMENTAL CONTAMINATION FROM RESERVE PITS

Environmental Community Position:

rillin uds and cuttipgs, disposed of In reserve pits, contain
Re r%etgi com onents tprgt are F%oxrc to aquatic life. d ﬁrose wastes

thguary escape to the tundra and surface waters.  This qccurs

ough eakrn é” breach mg of reserve rt waIIs hrou h uum of
reserve g (5 fluids directly on to the \un ra,. and trou% atet)
gravel roads {(r dust sulp essron ffluent (!rmrts estanlis X
fate of Alas a are re larly exceeded. Evidence from recent st dies
tundra .ponds rcates eIevated levels G[b heavy metals an?
B)érlilrocaorﬁons comparable areas subject heavy Industria
utl

Scientific Response:

Reserve pits are built into gravel drill pads to contain used drilling
muds (lubricants made  from natural minerals, along with small
concentrations of additives) and cuttings (rock fragments removed by the
drill bit). After one freeze-thaw cycle, the salts and solids settle out
and the water quality of the reserve pit fluids significantly increases.
Annual snowmelt contributes additional fresh water which further dilutes
the reserve pit fluids. Recent tests confirm that reserve pit water does
not exhibit any characteristics used by EPA to identify hazardous wastes.

The 1issue regarding reserve pits is to manage Ffluid levels to prevent
overtopping/breaching of the pit wall as well as to prevent seepage
through the pit wall. With TFfluid management techniques such as snow
removal from pits during the winter, annular injection, dedicated
wastewater injection wells, and- for water that meets State of Alaska
Water Quality Standards— permitted discharge to the tundra or use for road
watering, water volumes In reserve pits are reduced and the potential for
pvt overtopping, breaching, or seepage minimized. Construction techniques
have a j been greatly improved iIn recent years minimizing the potential
for operational problems with reserve pits.

Drilling muds and cuttings are solid wastes regulated by the Alaska
Department of Environmental Conservation (ADEC). Recent solid waste
permits for reserve pits iIn the Prudhoe Bay oilfield have required
detailed design specifications and a detailed operations plan including
Ffluid management procedures, inclusion of a leak detection system, and a
pit closure plan. ADEC has recently revised the solid waste disposal
regulations to impose additional requirements on design and operation of
reserve pits, Incorporating provisions for environmental monitoring and
specific closure procedures. The new regulations are effective as of

August 1987.

Numerous references have been made by critics of the oil industry to a
series of research projects conducted at Prudhoe Bay by the U.S. Fish and
Wildlife Service (FWS) (West et al., 1986; Woodward et al., 1986; and
Snyder- Conn). The results are being presented as confirming severe water



quality problems iIn tundra ponds near reserve pits. However, there are
serious technical flaws iIn the study design and methods, and the results
should be interpreted with caution. It should also be rioted that FWS has
not yet released copies of the report for public review, largely because
of the many adverse comments received on informal drafts. For example,
water nutrient levels were not determined in the study, making it
impossible to ascertain the cause for apparent differences in invertebrate

populations noted by the authors.

One of these FWS studies (Woodward et al., 1986) indicated rc toxic
effects on fish or invertebrates in a bioassay experiment using undiluted
reserve pit fluids. In this study it is concluded that 'No acute toxicity
was observed with fluids from reserve pits at sites 4, 5, 6, 7, and 8 when
tested at 100% strength against arctic grayling and Daphnia magna"
(emphasis added). Note that Sites 4, 5, 6, 7 and 8 referenced represent
ALL THE RESERVE PITS INVOLVED IN THE STUDY. The onjy effect observed was

regarding fecundity and growth (not survival). Daphnia showed reduced
fecundity and growth after 42 days at 2.5% and 25% dilutions from one
reserve pit, and 25% dilution from another reserve pit. "Other test

di lutions...either did not show any signficant differences from the
controls or showed significant 1iIncreases iIn reproduction and growth"
(emphasis added).

Additionally, it 1is Inappropriate to attempt to link aquatic toxicity to
reserve pit fluids as reserve pits are containment structures for drilling
fluids, they are not tundra ponds. Therefore, comparisons which emphasize
the differences iIn water quality between pits and tundra ponds is
inappropriate.

Concerns about vreserve pit contaminants entering the food chain and
potentially resulting iIn population-level effects on wildlife are
unwarranted speculation. While reserve pit contents should be and are
managed with care, there iIs no justification — and no evidence — for
assuming that these generally innocuous fluids are producing an
environmental hazard.
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POLLUTION RISK FROM UNDERGROUND [INJECTION OF LIQUID WASTES

Environmental Community Position:

Underground Injection of was Including drilling muds, has not been
stud|eg ang posJes tlong term po |on r|sq< J J
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Scientific Response:

Underground injection of Qliquid wastes, including drilling muds, 1is an
environmentally sound method of disposal on the North Slope. The North Slope
geophysical makeup is 1ideally suited for deep well injection. Fluids are
injected below a zone of continuously frozen ground, called permafrost. This
region extends up to 2,000 feet below the surface. Above this zone only 18 to
36 inches of soil thaw iIn the short summer period. Fluid migration through
the permafrost zone would not occur and water aquifers below this zone have
been exempted as drinking water sources by EPA due to their high saline nature
and the high cost to recover these fluids. Additionally, all wells must be
permitted under the Alaska Oil and Gas Conservation Commission and EPA, who
require a complete review of well construction and geophysical makeup before
the well 1is permitted for injection of fluids. New wells are required to have
fully cemented production casings to prevent back migration through the well
and the casings must pass strict mechanical integrity tests. All wells are
required to have automatic shut-in devices and must operate at specified
injection pressures authorized by the reviewing Agencies. EPA is proposing
even stricter construction standards for Class 1 wells, for injection of
hazardous wastes, that will require continuous well monitoring to detect fluid
pressure changes iIn the receiving and confining zones so that any fluid
migration can be detected. These regulations are scheduled to be Ffinalized by
August of 1988.

The types of fluids injected on the North Slope represent a class of liquids
with a low hazard rating. Recent tests on drilling fluids taken from Prudhoe
Bay reserve pits in 1986 confirm that these fluids do not exhibit any
characteristics used by EPA to identify hazardous wastes. Associated waste
fluids injected that consist of waste [lube oils and processing fluids will
sometimes Tail the EPA test for ignitability or contain low levels of lead
from vehicle maintenance operations. Liquid wastes generated on the North
Slope are not acutely hazardous nor highly corrosive and can be safely handled
through deep well injection.

On-site handling of waste liquids is a preferred handling option to off-site
shipment of wastes due to the extreme cost of shippirj large quantities of
fluids from the North Slope. Prudhoe Bay is located over 700 air miles from
Anchorage alone. Additionally, 1long distance transportation of chemicals
always carrys a risk associated with spills to the environment that on-site
handling can avoid. Deep well injection of liquids on the North Slope should
not be viewed as a long term environmental risk.



LACK OF ADEQUATE LAND RECLAMATION TECHNOLOGY

Environmental Community Position:

eulator requw%ments fB %rctw site restoration and rehab|I|ta lon
a e no en Implemented d} e ol ndu try, nor has tge technol ogy een
acg|eve 0 restore developed areas || Arctic, Also, the petroleum
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Scientific Response:

Reclamation or rehabilitation of North Slope petroleum development sites
(after the removal of facilities, buildings, etc.) can involve gravel pads and
roads, reserve pits, and gravel mine sites.

Allegations that no rehabilitation or reclamation has been done at Prudhoe Bay
are incorrect. Some reclamation has been done very successfully. However,
because the oilfield has only just reached its mature phase of development
after 10 years of production, for the most part there have not been any
facilities abandoned to necessitate reclamation. Depending on economics and
technology, the PrudhoeBay field will have a life of ;U or more years, and
other North Slope fields have only recently started production. Consequently,
large-scale rehabilitation or reclamation is well into the future.

A wealth of environmental data on North Slope ecology, hydrology, vegetation,
and soils has been gathered during the past 15 years that provides a fim
basis for assessing and implementing rehabilitation. Arctic revegetation
studies and rehabilitation programs have been conducted in connection with
construction of the Trans-Alaska Pipeline System, NPR-A exploration sites,
exploration sites on state leases iIn the Prudhoe Bay and Kuparuk areas, the
Prudhoe Bay and Kuparukoilfields, and the Endicott Project. For example, a
series of long-term experiments on revegetation techniques 1is currently in
progress at the Prudhoe Bay and Kuparuk oilfields (Joyce 1987). These involve
upland material (gravel mine) sites, floodplain material sites, gravel drill
pads, gravel access roads, reserve pits, and disturbed tundrasites. Included
in these studies are investigations on natural plant reinvasion and
succession, natural recovery of disturbed tundra, and revegetation through
transplanting, seeding and fertilizing.

Federal and state permits require reclamation. Regulatory requirements for
gravel mine reclamation in the Prudhoe Bay - Kuparuk areas, for example, are
specified in material sales contracts with the State of Alaska and iIn permits
issued by state regulatory agencies and the Corps of Engineers. These require
rehabilitation plans that involve slope contouring, relocation and
sequestering of overburden, revegetation, creation of water reservoirs, and
contouring to promote aquatic vegetation.

Considerable research has been conducted on the North Slope and in arctic
Canada on reserve pit design and reclamation. Soon to be promulgated State of
Alaska solid waste regulations require a reserve pit closure plan involving a
pit cap and monitoring program. Standard Alaska Production Company has



submitted for agency approval a test plan to rehabilitate reserve pits located
at Prudhoe Bay®"s East Dock. The main features of this plan include placement
of a gravel cap and overburden, revegetation, and a monitoring program to
assess any effects on water quality.
Examples of reclamation projects on the North Slope have included:

o0 National Petroleum Reserve-Alaska - 14 exploration sites

o0 Alyeska Pipeline Project - right-of-way work pad revegetation,
material sites, camp sites

0 Prudhoe Bay Sag Mine Site "C' - gravel mine converted to water
reservoir with littoral zone recontouring

0 Prudhoe Bay Tract (Delineation) well sites
0 Sag 11 - close-out of exploration well reserve pit
0 Prudhoe Bay K Pad spur roads - revegetation
0 Prudhoe Bay Gathering Center #2 berm - restoration and revegetation
0 East Dock Reserve Pits - close-out and monitoring (planned)
o0 Offshore Exploration Island Reclamation
— Niakuk Shoal

— BExxon BF 37
—— Mukluk (August/September 1987)
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EXISTENCE OF POTENTIAL SUPERFUND SITES AT PRUDHOE BAY

Environmental Community Position:
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Scientific Response:

The claim that potential Superfund sites exist and have been permitted to
exist unchecked at Prudhoe Bay is based on two cases which in fact do not
support the claim. The First care is the North Slope Salvage Inc. (NSSI)
cleanup, which involved a third-party firm in Deadhcrce that contracted to
dispose of used drums from oilfield operators and oilfield service
contractors. In 1983, the Alaska Department of Environmental Conservation
(ADEC) reported discovering hydrocarbon-based chemicals seeping from the pad
where NSSI had operated. ARCO Alaska, Inc. and Standard Alaska Production
Company voluntarily assumed the lead responsibility for correcting this
situation, and a thorough cleanup was accomplished at the site. Drums and
spilled wastes were not left on the pad. It should be noted that the NSSI
cleanup occurred on a State of Alaska lease tract not controlled by any major
oil company. This 1is an important distinction, as ARCO and Standard had no
legal jurisdiction over the area, but did respond to facilitate a timely
cleanup of the pad.

The other case is a report prepared for EPA by Tetra Tech, Inc. in December,
1984 entitled, Preliminarv Assessment of 45 Hazardous Waste Sites in the State
of Alaska. This report was prepared solely as a part of the preliminary
assessment Drocess for the State of Alaska under the Superfund Program. This
process requires a quick analysis of information available from interviews, as
well as agency fTiles of facilities operating in the State, including EPA
generators and large businesses. A site investigation must then be conducted
by EPA in order to evaluate the appropriateness of placing the sites listed on
the preliminary assessment on the National Priorities List (NPL) for
Superfund. No sites at Prudhoe Bay have ever been listed on the NPL. A 1985
RCRA 1nspection at Standard®"s Storage Yard Facility (referred to as Mukluk
Freight Lines in the Tetra Tech Report) resulted in a letter recommendation
from the branch chief of the waste management department at EPA, Region X,
that the storage yard be removed from the preliminary assessment list. The
Standard Storage Yard had been incorrectly included on the preliminary
assessment list when chemical storage was reported at the site. Standard uses
the site for storage of surplus materials including chemical stock that is
sold or reissued to Standard operating facilities.

It is therefore not valid to state that there are potential Superfund sites at
Prudhoe Bay, and there 1is no evidence to suppor; such a conclusion.
Furthermore, in the NSSI case where mishandling did occur, oilfield operators
acted responsibly in assuming the lead role iIn a cleanup operation that was
necessitated by #ihe action of an independent third-party contractor. These
facts do not suppcrt the assertion that Superfund sites could be expected in
ANWR; rather, they support the opposite conclusion.
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LACK OF ACCOUNTABILITY OF OILFIELD SERVICE CONTRACTORS

Environmental Community Position:
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Scientific Response:

Unchecked development of service areas, like the example in Deadhorse, will
not be allowed in ANWR. Both the State of Alaska and the oil industry
recognize that more control is required over service areas established in
connection with oilfield development. The design of the Kuparuk Industrial
Center 1iIs an example of how ancillary development can be more closely
controlled. Because support service contractors for Kuparuk must lease space
at the Center from the North Sic m Borough, the recurrence of the situatin at
Deadhorse has been prevented at Y 3ruk.

In ANWR, the oil industry recommends that service area leases be held by the
operating interests, to allow the operators to assume oversight responsibility
for service areas sub-leased to contractors. The operator®"s presence would
allow strict enforcement of environmental programs. Additionally, operators
could require posting of bonds that could be Ilevied Immediately to respond to
cleanup costs. In contrast, State of Alaska lease bonds return to the General
Treasury and are not readily accessible for cleanup purposes.

Industry operators at Prudhoe Bay are taking a responsible role in Deadhorse

to aid service contractors in cleaning up their solid waste. Support Firms
desiring to contract with the oil industry are well aware of the importance of
this issue.
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OIL AND CHEMICAL SPILLS CAUSING SEVERE ADVERSE EFFECTS ON TUNDRA

Environmer.tal Community Position:

The large numtfer of oil s§p|lls associated with petroleum develo;imené
on the North So?e hﬂs caysed damage to tundra vegetation. It ol ﬂ]
gas development 1s allowe rocéed [n the Arctic Refuge, oil spills
re guaranteed to result In su stantial environmental damage.
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Scientiric Response:

This misconception regarding iImpacts or North Slope oil spills resu"ts
from a lack of understanding of the size and location of these spills, the
measures that are taken in response to them, and the spill prevention and
containment features that are engineered iInto facilities used for storing
and transferring oil and chemicals. In addition, facilities handling oil
and chemicals are subject to strict state and federal lavs and
regulations. AlJ. spills must be reported and appropriate actions taken
to clean up and reclaim the disturbed areaas well as dispose of the
spi lled materia l.

The vast majority of spills never contact tundra or surface water, because
they occur on and are contained by the gravel pads upon which all North
Slope facilities are constructed. Because the Prudhoe Bay area Iis
essentially snow-covered and frozen for nearly three-quarters of the year,
most of the spills that do occur off pads contact only snhow and ice and
are easily removed. In fact, snow is an excellent sorbent material for
oil spills. Contaminated snow and ice are removed by front-end loaders or
by laborers withshovels and transported to acollection area so that the
oil can be removed for proper disposal.

Research funded by the oil industry (Pope et al., 1982) has demonstrated
that with the use of proper oil recovery and cleanup techniques, Tfollowed
by simple restoration procedures, vegetation in tundra areas that are
affected by oil can quickly recover (as fast as one summer growing
season). Standard Alaska Production Company has evaluated numerous
restoration techniques and has found that tundra areas affected by oil
spills (especially moist or wet tundra) can recover well if the area is
cleared of dead vegetation and if fertilizer and seed are applied. Aerial
photographs are used to monitor the recovery of spill-affected areas and
the overall operations of the field.

The majority of spills are small in volume and are handled relatively
easily. Standard reported 573 spills for the period from 1981 through
1986. (These statistics include spills of chemicals and drilling muds.)
Most of the spills were less than 100 gallons, and only 64 spills actually
left gravel pads. However, many of these were on frozen ground, and in
most cases very small areas were affected, much 1less than an acre.
Recently published statistics from the Alaska Department of Environmental
Conservation (ADEC) support the Standard data. For the entire North Slope
of Alaska which includes the city of Barrow, the Haul Road, and other



North Slope villages, ADEC reported a total of 953 spills for the 1985-86
period, with 93.1 percent (887 spills) less than 50U gallons. OF these
887 spills, 64.7 percent were less than 55 gallons.

Other factors minimizing spills and their effects include spill prevention
design iIn facilities, emphasis on day-to-day good housekeeping practices,
spill contingency planning and training, and restoration practices when
spills do occur. All facilities used to store or transfer oil and
chemicals are designed with spill prevention iIn mind. Fuel and oil
storage tanks are placed in lined containment areas, and drip pans are
used under connections that might be prone to leakage. In addition,, all
operators develop comprehensive spill contingency plans and stockpile
spill response equipment either individually or through cooperative
arrangements. Standard maintains a dedicated staff of spill response
personnel supported by a large inventory of equipment owned by Standard or
available to Standard through the cooperative organization Alaska Clean
Seas. ACS alone has over 5 million dollars in spill response equipment
stored at Prudhoe Bay.

In summary, Standard has been diligent iIn its efforts to report, respond,
clean-up, and vrestore areas disturbed by oil spills. Restoration
techniques are proven and are applied to the small percentage of spills
that actually reach the tundra. The company has been able to accomplish
the successful rehabilitation of vegetation at spill sites within 1 to 3

years.
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BIOLOGICAL DESTRUCTION FROM STORKERSEN POINT OIL SPILL

Environmental Community Position:
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Scientific Response:

The reference to the oiled pond at Storkersen Point is taken from a 1977
Fish and Wildlife Service Report (Bergman et al. 1977) based on efforts
during the early 1970s. The main focus of the FWS report is to describe
waterfowl use of coastal wetlands. The oil spill information included in
the article is qualitative and there are few details presented regarding
when the spill occurred, the extent, whether or not the spill was crude
oil or a refined product such as diesel; no quantitative data regarding
the spillsite are given. There 1is no Tollowup information included
regarding observations subsequent tothe initial discovery. In other
words, although statements are made regarding the longterm recovery, there
is no information documenting that the site was revisited and that
recovery data were obtained in anysystematic way. (The spillreceives a
one paragraph description in a 38 page report).

It appears that the conclusions reached in the article regarding the
potential for longterm recovery are based solely on speculation. However,
there is quantitative information available regarding the fate and effects
of crude oil in arctic tundra ponds. For example, Barsdate et al. (1980)
conducted a systematic investigation of many aspects of tundra pond
ecology iIn response to an experimental oiling with North Slope crude oil.
They evaluated physical and chemical parameters and biological
measurements. A few of the biological results broken down by organism
category are described below:

Bacteria: "If there wasa toxic or stimulatory effect on the microflora
after the spill, the microflora were back to the control-pond Ilevels

within 2 years" (emphasis added).

Algpe: "The long-term primary productivity of tne phytoplankton was not
changed appreciably by the oil spills... There is enough variability from
pond to pond and year to year that the differences between Pond E
(experimental pondj and Pond C (the control) cannot be attributed to the
oi_L However, the productivity of Pond E certainly was not lessened by
the oil except during the first summer'™ (emphasis added).

Rooted plants: "As long as the oil touched only the stems, there was no
damage; some damage did occur when the oil contacted leaves." Barsdate et
al. (1980) speculated that the plant leaves that died in the area of heavy



oil accumulation the first year after the spill were the result of a
mechanical effect of pushing through the oil layer, rather than a toxic
effect. Plants in the area of light accumulation of oil had fewer plants
one year after the spill, but were "back to normal" the second year after
the spill.

Zooplankton: This was the major effect in the ponds — the rapid kill of
zooplankton. However, they found return of zooplankton within 7 years
after the spill and theless-sensitive species returned within a year. An
interesting Tfinding of the study was that aeration could eliminate the
toxicity of the oil.

Aquatic 1insects: '"These observations on the aquatic insects indicate that
the oil-induced changes are on the species level and that such measures as
secondary production and carbon flux are virtually unchanged".

These descriptions are included in this discussion to indicate that there
is a wealth of quantitative information available regarding the fate and
effects of oil in the arctic environment, and that an understanding of the
mechanisms for biological damage provide insight into the most meaningful
direction for response actions. It must be remembered that both spill
situations described herein were not subject to any response cK ecovery
operations. By and Hlarge, iIimmediate actions to remove the oil by use of
sorbent materials and flushingof emergent vegetation would have
significantly minimized the extent and duration of the spill damaye. Use
of other response techniques, such as aeration, transplanting plant
propagules, adding nutrients, or reseeding with planktonic organisms could
have enhanced the recovery of these areas.
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INCREASING AIR POLLUTION AND ADVERSE EFFECTS ON TUNDRA VEGETATION
Environmental Community Position:
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Scientific Response:

Concern over large amounts of air pollutants emitted by North Slope
facilities 1i1s based on inaccurate information. Quantities of emitted
pollutants are grossly overstated. The 80,000 to 100,000 tons per ye,ar of
NOX emissions attributed to North Slope oilfields 1is based on permitted
emissions, not actual emissions. The estimated actual NOx emitted to the
atmosphere at Prudhoe Bay is less than 20,000 tons per year, much less than
permitted levels.

In determining impact of emitted pollutants one should consider actual
emissions, not permitted emissions. There are fuur main reasons why
peimitted quantities are much greater than actual: 1) not all of the
permitted equipment was actually installed; some were never needed; 2) of
equipment actually installed, much is stand-by or consists of redundant
spares not normally in operation; 3) equipment that operates generally does
so at a reduced capacity (The permit assumes maximum operating capacity.);
and 4) the -equipment produces a substantially Jlower concentration of
pollutants at maximum capacity than the permit assumes.

In 1979-80 ambient air monitoring was conducted to establish baseline data
prior to a major North Slope facilities expansion. When 1980 monitoring
data are compared with current data from an on-going air monitoring program,
it can be seen that no significant change in ambient air quality has
occurred.

The following is a comparison of the annual average ambient concentration of
NOX and SO in Prudhoe Bay (in ug/m3) measured during 1979-80 and
1986-87 monitoring periods (Radian 1981; ERT 1987). Included for comparison
is the National Ambient Air Quality Standard (NAAQS) for these pollutants.

1980 1987* NAAQS
NOX (annual average) 4.0 8.1 100
S02 (annual average) 0.5 (below detection limits) 80

* Includes the eight months of data compiled thus far.



The incorrect assumption of a 3 to 10 told Iu-"-reese in NOX and so?2
levels since 1980 is not supported by the monitoring dat3 referenced above.
The referenced reports embody all the ambient air quality Oota collected to
date in Prudhoe Bay.

Concern about acidification of the tundra by S02 emitted from North Slope
facilities 1is also unfounded. References to 618 tons of SO2 emitted
annually are based on permitted and not actual emissions. The fuel used at
North Slope oilfield facilities is very low in sulfur. Permitted discharges
are based on fuel with 20 parts per million of hydrogen sulfide, but the
actual content is only 8 parts per million. In addition, only half of the
equipment permitted 1is operating at any time. This explains why after 18
years of North Slope oilfield activity, the average annual ambient air S02
consent is stili below detectable limits.

23



POTENTIAL IMPACTS OF AIR POLLUTION ON LICHEN COMMUNITIES

Environmental Communitv Position:
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Scientific Response:

To address these concerns, provided below is a response prepared in a letter
from Dr. Neal Van Alfen, Department of Biology, Utah State University, to
Mr. Steven D. Taylor, Manager of Environmental and Regulatory Affairs,
Standard Alaska Production Company, dated August 7, 1987. The Iletter states:

"The concern expressed about the effects of air pollution on [lichen
communities 1is understandable since they are known to be among the most
sensitive of living organisms to air pollution damage. Extensive
studies iIn Great Britain have shown the relationship between damage to
lichen communities and air pollution levels. This damage to lichens was
thought to be primarily caused by S0?, but recent studies indicate
that heavy metal uptake from atmospheric heavy metal pollution by the
lichens may also play an important role in their sensitivity to air
pollution. Studies have shown that sensitivity of lichens to air
pollution is greatly influenced by the environment. Lichen communities
in deserts are not as sensitive as are those in humid, temperate areas
such as Great Britain. It is not known how arctic lichens will respond
to air pollution, but considering that the Arctic is a cold desert, |
would guess that their responses would be more typical of deserts than
temperate, humid climates. The differences iIn responses of the lichens
to air pollution in the two environments appears to be related to the
fact that in humid, temperate climates, lichens are photosynthetica Ily
active much more frequently than in deserts. This 1is when lichens are

susceptible to damage by air pollution. IT this is the case, arctic
lichens would be essentially immune from damage during much of the
year .

Controlled laboratory fumigation studies show that the most sensitive
species of lichens are damaged by relatively short (6 hour) exposures to

S0? concentrations of about 500 *ug/m3. This is in the range of
concentrations at which the most sensitive vascular plant species are
visibly damaged. Chronic fumigation studies of lichens with lower

levels of S0? have not been reported, but in the absence of
atmospheric heavy metal pollution, lichens will probably not be
significantly more susceptible to damage by S0? than sensitive
vascular plants such as alfalfa. The concentrations of S0? reported
near Prudhoe Bay are much too low to cause either episodic or chronic
damage to vascular plants. T7”ere is no reason to expect that these low

S0? concentrations will adversely affect lichens.
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Vascular plants are relatively unaffected by NO2 as a primary
pollutant. Concentrations of this gas must reach about 5000 ug/m3
before plants are visually affected. Concentrations of about 250 ug/m3
NO2 have been reported to stimulate plant growth. The only reported
study of the effects of NO2 on lichens indicated that a concentration
in excess of 7,500 ug/m3 for 6 hours was needed before any adverse
effect on lichens was measurable. This concentration is much below the
peak NO2 concentrations reported near Prudhoe Bay. One of the lichens
used In these fumigation studies, Usnea, 1Is considered one of the most
sensitive of lichens to air pollution damage, so there is no reason to
suspect that the lichens of the North Slope will be more sensitive than
the ones used in the fumigation study."
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BLACK SMOKE EMISSIONS CONTRIBUTING TO AIR POLLUTION

Environmental Community Position:
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Scientific Response:

Black smoke 1is created by the flare systems which are associated with the
oil processing facilities. These natural gas flares are part of the safety
system necessary in oil and gas facilities. Normally, excess gas from
facility upsets is diverted to a smokeless flare. Occasionally, however,
very large pressures must be immediately relieved by diverting large volumes
of gas to a secondary burning system that generates black smoke. It should
be remembered that the black material in the smoke 1is unburned carbon
partic les.

The assertion that black smoke incidents pose an air quality problem is
misleading. Although black smoke is very visible, combustion is still about
95 to 98 percent complete, and the smoke makes no significant contribution
to criteria pollutants. The only effect is a temporary visual impact.
These events are short-lived and infrequent (@bout once a month in the
Western Operating Area of the Prudhoe Bay oilfield).

The presence of the phenomenon known as arctic haze is another issue that
has been raised regarding North Slope air quality. Arctic haze was TFirst
described in the Arctic in 1956, long before the presence of any North Slope
oil and gas production facilities (Rahn 1984). This pervasive haze is due
to the presence in the air of minute particles such as aerosols. Research
indicates that oil and gas production facilities on the North Slope do not
contribute to the haze.

Investigators believe that arctic haze comes from long-range transport of
industrial pollutants from midd le-latitude regions of Eurasia. An emissions
fingerprinting process has shown that emissions typical of Europe and Asia
match those found iIn the haze (Raatz et al. 1984, Raatz et al. 1985, Rahn
1984). The dominant components are sulfates, and since Prudhoe Bay burns
very low-sulfur natural gas, its facilities have not contributed to the
arctic haze. Also, because the haze is found at high altitudes 1iIn the
Prudhoe Bay area, scientists believe that local emission sources do not
contribute to It Long-distance transport 1is necessary fTor pollutants
emitted near the ground to be lifted to high altitudes.

During an overflight of the Prudhoe Bay area iIn 1986, the National Oceanic
and Atmospheric Administration found no contribution to arctic haze from
North Slope oil and gas production Tfacilities (Schnell 1987). Data
collected on ambient air quality near ground level, which included emissions
from Prudhoe Bay oilfield Tfacilities, did not match the arctic haze
fingerprint.



INADEQUATE REGULATORY CONTROL OF OIL INDUSTRY OPERATIONS

Environmental Community Position:

The. current reg%lat a/ fragleworl} has . been Inadequate to [%rotect the
environment on rth rom  the adve%se mpacts 0 petroleun&
development. ~ The o ndust 's violations of environmental “laws an
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0T environmental Impacts.

Scientifie Response:

The evolution of comprehensive federal environmental regulations has
occurred in tandem with the oil industry’s development of Prudhoe Bay. The
Prudhoe Bay Oilfield was discovered in 1968; the National Environmental
Policy Act (NEPA) was enacted in 1969. Subsequent major regulatory
millestones include the Clean Ailr Act (1970), the Federal Water Pollution
Control Act and Coastal Zone Management Act of 1972. More recent
legislation includes the Clean Water Act (CWA) renamed LFWPCAJ amendments
and Clean Air Act amendments of 1977 and the Comprehensive Environmental
Response, Compensation ana Liability Act (CERCLA) of 1980. The regulatory
framework has thus been evolving through the period of Prudhoe Bay
development and in response to the requirements of Arctic petroleum
technology and other industrial projects.

In 1979, two years after Prudhoe Bay production commenced, the U.S. Army
Corps of Engineers asserted the Clean Water Act, Section 404 jurisdiction

over North Slope wet tundra. The Section 404 program regulates the
discharge of dredged or fill material (i.e., gravel) into waters of the U.S.
and adjacent wetlands. In 1979, the Corps of Engineers determined that

North Slope wet tundra met the definition of wetlands for this regulatory
purpose and initiated a comprehensive Section 404 gravel permitting
program. Since most of the North Slope is wet tundra and since development
requires the construction of gravel pads for insulating the permafrost and
providing a stable work surface, a Section 404 permit is required for
essentially all oil development activities.

Major state permitting authorities include lease operations (permits
required for most petroleum activites) issued by the Department of Natural
Resources, and under Section 401 of the Clean Water Act, the Department of
Environmental Conservation must issue Water Quality Certification as part of
a permit approval. AL the local level the North Slope Borough has land
management regulations applicable to oilfield activities administered
through its own permitting program.

The regulatory framework is thus complex, comprehensive and multi-tiered.
As part of the NEPA and permitting processes for both small and large
projects, extensive pre-construction, site-specific environmental studies
may be conducted, various alternatives to the proposed project are
considered or modifications made, and many stipulations, including
monitoring programs, are required as part of permit issuance.
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The ader.acy of the current regulatory framework to protect the North Slope
environment from detrimental effects of oil and gas activities can best be
understood by examining several examples of the regulatory process in
action. During permitting of the Endicott Project facilities, permit
approval to site a reserve pit for oil-contaminated drilling muds near the
Sagavanirktok River delta was not granted. Consequently, oil-contaminated
cuttings are taken to an approved disposal site operated by the North Slope
Borough, and oil-contaminated drilling muds are injected down an
EPA-approved injection well.

In another case, the Sag 11 exploratory well, drilled in the winter of
1984-85, was required by the Alaska Department of Environmental Conservation
(ADEC) to have a reserve pit dug into the permafrost for disposal of used
drilling fluids. Upon completion of the exploratory well, the below-grade
reserve pit was covered with overburden from the reserve pit excavation,
encapsulating the drilling fluids in a permanently frozen state.

Enforcement of regulations and permit conditions 1is monitored on a regular
and continual basis by representatives of federal, state, and Ilocal
agencies. ADEC, the Alaska Department of Natural Resources, and the North
Slope Borough maintain offices at Prudhoe Bay to provide -constantly
available monitoring capability.



LACK OF GRAVEL AVAILABILITY IN ANWR

Environmental Community Position:
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Scientific Response:

To preserve the underlying permafrost and provide a structurally sr...
working surface on which to locate wells, processing facilities, and
buildings, large quantities of gravel are required for North Slope petroleum
projects.

In the event of the discovery of a field equal iIn size to Prudhoe Bay, it is
very unlikely that construction would require more gravel but rather
significantly less. This 1is because there has been a trend in arctic
oilfield development toward ever greater consolidation of facilities and
reduction in area of tundi,. affected (and amount of gravel utilized). These
objectives have been achieved through such measures as use of smaller well
pads (by reduced well spacing), horizontal drilling, and winter construction
of pipelines uting ice roads. This trend will continue for future North
Slope oilfield projects, including ANWR if approved, so that an even smaller
percentage of total oilfield area would be affected by placement of
facilities. (Prudhoe Bay directly affected about 2 percent of the oilfield
area whereas Kuparuk involved only about 1 percent.) (Heiken 1987)

Drillers® 1logs of over 14,000 shallow bore holes (75" deep) from geophysical
operations on the ANWR Arctic Coastal Plain indicate that virtually the
entire region 1iIs underlain in the very near surface with gravel. It is
logical that this area of the North SMpe harbors significant gravel
resources. The Brooks Range is closest to the Beaufort Sea and the shorter,
steeper gradient streams and rivers carry a significant load of gravel
throughout their length. The valleys of the larger streams in the 1002 area
such as the Canning, Katakturuk, Sadlerochit, Hulahula, and Jago are
underlain by large quantities of gravel. These valleys also have extensive
gravel terraces and the intervening uplands are veneered by thick gravel
deposits. Some rivers, such as the Canning River, are heavily braided and
have unvegetated g>avel bars.

Prospective gravel mining and construction entail permitting processes which
include Alaska Department of Natural Resources land use and lease operations
permits, Alaska Department of Fish and Game Title 16 permits, U.S. Army
Corps of Engineers Section 404 permits, North Slope Borough development and
use permits, and State of Alaska Coastal Zone Consistency review. Pemmit
stipulations provide strict criteria for gravel removal, stockpiling



techniques, construction monitoring, and restoration plans. Restoration
plans require such techniques as recontouring, relocation and storage of
overburden, revegetation, and potential use of excavated sites as water
reservoirs with provisions to promote aquatic habitat values.

Because there are vast quantities of gravel in the ANWR Coastal Plain, there
are multiple choices for sources to supply development projects.
Consequently, selection of sources that can be mined iIn te most
environmentally compatible manner is enhanced.
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LACK OF WATER AVAILABILITY IN ANWR

Environmental Community Position:
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Scientific Response:

The petroleum industry has operated in many areas, including other parts of
the Arctic, where water has been iIn short supply. Adequate water can be
obtained iIn several ways, such as trapping and melting snow, iInsulating
small non-fish bearing lakes so that they do not freeze deeply, and
withdrawing and desalinating seawater. IT oil production 1is warranted,
gravel may be obtained from inactive portions of river floodplains and the
resulting pits flooded as reservoirs. None of these procedures would result
in a significant adverse impact to fish or wildlife.

Water occurrence in ANWR: The water resources in the Coastal Plain of ANWR
are more than adequate to meet 1industry needs without endangering
overwintering fish through withdrawal from unfrozen river pools. Marine
waters of the Beaufort Sea are available for use at nearby locations, Other
potential sources include lakes, ponds and river deltas. Other techniques
currently being used in the Arctic, which are totally applicable to ANWR,
include creating deep pools iIn or adjacent to river/stream beds or in lakes,
desalinating sea water, erecting snow fences to trap snow to insulate
existing impoundments or to be collected and melted, and converting
conventional gravel pits to water reservoirs.

Regulations and Water Source Evaluation: The Environmental Impact Statement
process (EIS) which proceeds any major development will include evaluation
of proposed water sources and uses. These proposals will be evaluated by
federal, state, and Ilocal agencies, and by the public. In addition to the
U.S. Fish and Wildlife Service, other agencies that may be involved in
permit applications for water sources and uses iIn ANWR include the Alaska
Department of National Resources, the Alaska Department of Fish and Game
(which issues permits for activities iIn anadramous Fish streams), and the
North Slope Borough. Permit stipulations provide strict criteria for water
removal techniques, extraction periods, discharge limitations, and
restoration plans. For example, it is standard practice to avoid both water
removal and construction of ice roads where the activity might adversely
effect water availability and the survival of overwintering fish. With the
techniques and regulatory requirements described above, there 1is no real
danger that uncontrolled water extraction in the 1002 area will deplete
sources necessary for fish and wildlife survival.
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CUMULATIVE BIOLOGICAL EFFECTS NOT ADEQUATELY ADDRESSED
Environmental Community Position:
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Scientific Response:

Predicted cumulative effects are defined as effects 'on the environment which
result from the incremental impacts of the (proposed) action when added to
other past, present and reasonably foreseeable future actions” (DOl 1987).
Concerns have been raised about the cumulative effects of ANWR petroleum
development iIn concert with other petroleum activities in the Arctic,
including the Prudhoe Bayand Kuparuk oilfields, National Petroleum
Reserve-Alaska (NPR-A), and offshore areas in the Alaskan and Canadian
Beaufort seas.

Cumulative effects were addressed in the final 1002 report, which correctly
stated that more detailed analyses of cumulative effects would be made in
subsequent NEPA processes relating to the development of a leasing program.
In addition, major petroleum development projects will require preparation of
environmental impact statements which have to address cumulative effects. At
such time assessment of cumulative iImpacts and the development of mitigation
measures will benefit Tfrom site-specific and project-specific information
which cannot k? realistically provided prior to exploration.

Concerns about potential cumulative 1impacts to the North Slope environment
have been overstated. In the contextof the 'geographic area of influence of
the proposed action,” the areas of current and potential future petroleum
development are for the most part separated by great distances 1in arctic
Alaska and Canada. Kaktovik lies about 100 miles east of Prudhoe Bay and is
in turn over 150 miles west of the Canadian Beaufort Sea discoveries. As well
as the vast areas involved, the necessary phasing of petroleum activities
minimizes potential cumulative effects, especially those associated with
construction. Development of the various North Slope fields has not involved
concurrent peaking of activities, nor is that likely to occur in ANWR. By the
time any ANWR discoveries begin to be developed in the late 1990s, petroleum
activities in the Prudhoe Bay area will be waning.

Predictions of significant cumulative effects on wildlife from direct and
indirect loss of habitat are not supported by scientific data. North Slope
habitats for most bird species and for caribou are thought to be well below
carrying capacities. The Central Arctic Caribou Herd, for example, has
quadrupled in size during the past 15 years despite the cumulative
developments of Prudhoe Bay, Kuparuk, Lisburne and Endicott.



Because of the vast distances between Prudhoe Bay and ANWR (60-100 miles) and
the Ilow concentrations of pollutants emitted to the atmosphere from oil and
gas production facilities, it is unlikely that there would be significant air
quality interaction. Thus cumulative impacts would be minimal.
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YOUR IMMEDIATE ACTION 1S NEEDED
NOW TO HELP OPEN ANWR TO
ENERGY DEVELOPMENT

September 16, 1987

The battle over oil and gas development in the Coastal Plain of the
Arctic National Wildlife Refuge will take a critical leap forward
this month when the Senate Committee on Energy and Natural Resources
takes a survey on whether the Senate should consider legislation

pertaining to ANWR in this session of Congress. IT there is support
for acting on the ANWR issue iIn this session, the panel will move
forward with the volatile energy issue. If not, action on ANWR may

not occur until 1989 under a new federal administration.

This represents the Tfirst time in this Congress that there will be
an opinion survey in a Committee of the Congress on the issue of
opening ANWR to development.

In order to effectively counter anticipated lobbying efforts by
non-development interests, pro-development forces must be heard!

Your immediate action 1is imperative! It is critical that YOU, your
friends and family send a telegram today to any or all member of the
Senate Committee on Energy and Natural Resources. Urge each member
to "move forward with legislation that will open the Coastal Plain
of ANWP,, to energy development.”™ The timing is very short. You must
act now!

Senate Committee on Energy and Natural Resources
Senator Bennett Johnston, chairman

Each Senator has a common address: U.S. Senate, Washington, D.C.,
20510

Senator Bingaman (NM) Senator Weicker (CT) Senator Bradley (NJ)
Senator Conrad (ND) Senator Evans (WA) Senator Hatfield (OR)
Senator Domenici (NM) Senator Melcher (MT) Senator Nickles (0K)
Senator Fowler (GA) Senator Wirth (CO) Senator Bumpers (AR)
Senator Johnston (LA) Senator Ford (KY) Senator Hecht (\V)

Senator McClure (ID) Senator Metzenbaum (OH) Senator Wallop (WY)

Resource Development Council Bcpt J.00516 Anchorage, Alaska 99501 (907) 278-9615
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SB 64*

SB 108

SB 219

Alaska State Legislature
SENATE P.0. U v

State Capitol
Office of the President Juneau, Alaska 99811

ECONOMIC DEVELOPMENT LEGISLATION

Which Passed the Senate and House:

Relating to promotion and marketing of state
operated international ailrports
(Legislative Resolve 31)

Requests the governor to direct the Dept, of
Transportation and Public Facilities to initiate
a program to promote and market the services,
facilities, amenities, and other advantages of
the Anchorage and Fairbanks International Air-
ports.

An Act relating to the Alaska Industrial Develop-
ment and Export Authority (signed into law June
8th)

Expands the responsibilities of AIDA to provide
various means of facilitating the financing of
industrial, manufacturing, export, and business
enterprises.

An Act relating to decisions of the commissioner of
natural resources regarding the eligibility of an
applicant for a pipeline right-of-way permit
(signed into law on June 10th)

Allows the state to issue conditional pipeline
right-of-way permits.

An Act relating to management of state land
(signed into law June 8th)

Makes comprehensive changes to AS 38, and re-
quires that priority be given to planning and
classification in areas of potential settlement,
and renewable and nonrenewable resource develop-
ment.

An Act creating the Alaska Center for International
Business (signed into law June 8th)



Senate Resolutions Which Passed:

SR 7 Relating to the timber industry in Southeast Alaska
(Senate Resolve No. 6)

Requests the U.S. Forest Service to immediately
provide the full amount of preroad and iIntensive
management funding promised under sec. 705 of
ANILCA, and states that the timber base estab-
lished by ANILCA and the Tongass Management Plan
should not be reduced.

SR 22 Supporting the environmentally sound development
and construction of a natural gas pipeline system
(Senate Resolve No. 14)

SR 24 Relating to the development of an oil refinery in
Valdez (Senate Resolve No. 16)

Supports the environmentally sound development of
an oil refinery close to the terminus of the
Trans-Alaska Pipeline System in Valdez.

SR 26 Relating to the development of the mineral resources
in the state (transmitted to the Governor)

Encourages the development of mineral resource
projects as sources of employment and state
revenue.

R o o o e e S o

Legislation Which Passed the Senate and is Currently in
House Committees:

SJR 7* Relating to c"l and gas exploration, development.
and production within the Arctic National Wildlife
Refuge (House Resources)

Urges Congress to open the coastal plain of ANWR
to environmentally responsible oil and gas
exploration, development, and production.

SJR 35 Relating to maintaining timber industry employment,
funding of U.S. Forest Service operations, and the
allowable timber harvest level in Southeast Alaska
and amendment of sections 703 and 705 of ANILCA
(House Rules)



SB 94*

SB 112*

SB 136*

SB 137*

SB 182*

An Act adopting a mineral policy for the state
(House Rules)

Adds a declaration of state mineral policy to AS
44_.99 (General State Policy) relating to miner-
als, and declares that mineral development be
encouraged through reasonable and consistent
nonduplicative regulations and administrative
stipulations.

An Act relating to forest management agreements
(House Resources)

Would allow the Commissioner of the DNR to enter
into agreements with private purchasers for the
sale of timber from state land on which the right
to harvest has not been specifically prohibited
by law.

An Act relating to multiple use of state land and
water (House Resources)

Amends AS 38.05.300 so that the section does not
preclude multiple use of land whenever different
uses are compatible.

An Act relating to state land withdrawn from
mineral location or mining (House Resources)

Would require the Commissioner of DNR to submit a
report to the Legislature and the Governor within
the first 10 days of each regular legislative
session, detailing the state land closed to
mineral location and mining during the previous
calendar year.

An Act relating to the written Tfindings reguired
for certain state oil and gas lease sales
(House Resources)

States that a written finding s not required
before the approval of and oil or gas lease sale
ifT within 36 months before the lease sale a
written finding under this subsection has been
made Tfor the area of the proposed sale for an
area that 1iIs contiguous with or adjacent to the
area of the proposed lease sale.



Legislati ~r "“.“r.ich és Currently Before Senate Committees:

SB 106* An Act relating to aquatic farming
(Senace Resources)

Would mandate that state policy encourage the
establishment and growth of an aquatic farming
industry, and that the state assist in the
planning and orderly development of the industry.

SB 114* An Act relating to legislative disapproval of the
Alaska Coastal Management Program
(Senate Resources)

Would require that Alaska Coastal Management
Program additions, revisions, or amendments be
submitted to the Legislature.

SB 280* An act relating to the issuance of permits and

consistency determinations (Senate State AffTairs)
Would require the Office of Management & Budget
to designate a lead agency to render, on behalf
of the state, each federal consistency determina-
tion and certification authorized by the Coastal
Zone Management Act of 1972; and each conclusive
state consistency determination when a project
requires two or more state or federal pernmits,
leases, or authorizations.
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House and Governor Sponsored Taxation Legislation:

HB 20 An Act establishing a state sales tax
(by Larson; House Community and Regional Affairs)

HB 154 An Act relating to the taxation of income, relating
to individual tax credits (by the Governor; House
Rules)

HB 156 An Acc relating to the motor fuel tax
(by the Governor; Senate Labor and Commerce)

HB 164 An Act relating to the oil and gas properties
production tax (by the Governor; Senate State
Affairs)



HB 230

HB 260

An Act relating to the premium tax on certain
insurers (by Ulmer, Goll, and Navarre; Senate Labor
g Commerce)

An Act establishing a tax on certain tobacco
products (by Ellis, Gruenberg, and Pourchot; Senate
State Affairs)

* indicates Resource Development Council strategy
legislation

status noted as of August 1987
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ANWR battle escalates

Critical Senate

vote may take

place next month

The hattle over oil and gas development
in the Coa?tal Plain of the Arctlc N tional
W||d||eReu emay taI](eacntlca eap for-
ward mSeP mberwith the Senate m vmg

Pt In front of the HI use In consideratio

the highl volatlle unerqy Issue.

The Seriate Energy and Natural Re-
sources C mlttee Chaired by Senator
Bennett Jo ns on D-LA, may vot next
month on the lim| %d %uestlon of w ether
the refy e should ened to develop-
ment. If ere |3 sugﬁ)o t for that concept,

would th

f Ran(f consider conditions
ort evelopment.

If the Committee does not take a ormal
record vote on this matter, it may [nstead
doasurveyo its members” attitlces and

opin

%atever approach the Committee
takes, this represents th first time I this
Congress that there will ﬁvote oropinion
surv maeommlttee of eCong s on
mgn{ sue of opening ANWR to tevelop-

Meanwhlle members ?f the House In-
terior Comml ee sa it wil be at Ieast next
Year before they are ready to debate the
ssue [nterior ?mmntee c alrman Mo
Udall said he would appreciate the Senate
tak|n th@ lead. on telssue The House
Interfor Committee plans several more
heannﬂs on the refuge after Congress re-
tumns In September.

unnga e protracted battle over th
Alaﬁ g nds Act, the House O‘tvnce passe
a bl Aore the Senatea

For ast two mont s, the envnon
mental organizations Whl?h are opB F
tnt%egeenln ne Coastal P
tjon Instead, have Putl
tive grass roots letter

(Continued on

tlng campaign to

page 7)

ain to
wno favor Wilderness ge3| g
lace a very efrec-

aaaaa

- INSI

¢ Gas line price tag

* Red Dog
* Beluga coal

« Timber exports

rudhoe Bay was

oped, leaving

DE -

millions

Congressmen flock
to North Slope to

see oil operations

decli et o Alon ‘o and o

with

S
deYelo ment in the rct&cN tiona Wlaqfe

took a first han

look at the piece

of re ote. real estate that has become the

%ran ane in a monumental stru gle
etwee those
environmentally-sound

|n% the parade to the 1.5 million
Goas three
comm|ttees studylng Interior

Hodel's = stron

as t)e Xlﬁ)(?e?tlo

s premier onshore oil and gas

preservationists — and
Vorin
eveloéiment
Lea
acre
congressmna
Secretary  Donald
reco dation to

and meve 0£ment Inw at
as Amenc

f Plain ~ were

ﬂ

pro
VPsmn commﬂﬁees included the Senate

%nerw d Natural Resources Commltftee
ouse ars
the House Merchant

[nterior
icials, a media contingent
g and

organizations, accom anled

Interior and Insular Af

Committee an

Manne and Flshenes Committee.
Scores of ot ers inclydin

Eep rtment o

enateal

ener

€S, conservation grou

econ essm n on a tour that included
existing oil and gas operations at nearby

Prudhoe Ba

V|3|t|n essmen welcome

ett VI |tor see f

ar e sca e0| an as

Artic can and

surroundmg environment and wildlife
[8S

on

evelopment In t

Industr yrePresentatlves hostlgg n

n\ toshowo im resswefacmt]es

themselves that
oes coexfgt Wlth the
Lent Joe Henr and executive

director Bec % Ga% %vee cross . the
state to meet With e ers of evanous
committees. Senate

at the Ch ena

Committee dmne&

House In Fairbanks, Henn pomted out

(Conti on page

1o



Message

from the
executive cP

rector

Asoldier inevery
camp...

EZ ongressional membe{s and %ta haye been touring
Alaska this past month. Therefore, so g
RDC's Executive Co mrtteebgave sta h] etermined man-
date to arran e for “rubbin Ws" WIth the various congres-
sional e%ga lons, no matter where we had to go In Alaska to
accomprs our mission.

toug RDC Would refer to be leading the congressronl
e}egatro s Instead of fo owrngvthem we were prepared to do
wha everwasneeessarmi ? ress there are good M
tmes%ur e deve K who live, workan Pla In Alaska
a ostera %herm vision and love for this reat state.

Thanks to Alaska’s helpful cong éassronal deleg 'S
statew eboar? our ener etrc (P ent, Joe Hen han a wide-
sprea ? %upﬂort e able t0 do just t

Joe and Aletha Henri attended Senator Mur owski's dinner
for Chairman Bennett Johnstop &LA) and Senate Energy mem-
ners In Fairbanks. Dick Trndall enewal&le Resources division
drrector carrred t ¢ day for RDC in Kod ra wit.| House Merchant

Marine and s eres dBoard member d§ Pete Nelson, Don Cor-
nett, Easy Grl ret and [ attended a dinner with Senators Ste-

vens, Heflin @L) and Stafford (VTQ S onP proponents of remov-
ing the restrictions on ANWR Other oard members visited the
ope and_ a variety of parties, receptions and fishing trips with

the committees.
A most |nterest|n tri |nv0Ived |nterceptrn% House Interior

(Jn rirs and staff aboard the fe Z asg een Juneau
Sitka, Joe He rr oar%mem rDr rhrnan Mayor Dan
Kec of Sitka, an Itookt e cruise. Although. no one can doubt

Chairman dallslove for Ala kag1 wever misguided rneffect
we all laugned when he joked Alaskans Wer% ﬁ;rnnrng to [Ike
him more Since *lately the ve eenw ving with all ive fingers,
ctorn gfe ry ter rnoalsé h aynea ean]ronséltraat% r? resErVﬁr rowgtg
r
ol teTon ass and denigrating anythin wrc had to
80 vr%h?etrm ber'haryest. grating anyihing
We watched from the deck as the delegation made its way
thr?ugh {he demonstrators ondering If those sort of tactis aré
reall fectrve and | anyo the de onsérators used wood or
petr dIeu \ero chs retortet paper and gasoline. If so, We
Won ered, where othe}/thrn those Items come from — Japan
pon boarding, the nteriof Committee rmmegrately freated
'Core on res ﬁnal area bgbarrrca Ing itself In the ounge
rotece ty sstaff and Forest Service personne romAaska[t
nd other tourists. RDC manage netrat the Inner circle
ut not without using a variety o tac ics which 1 will not detall
or strate IC reasons!
vera th%etr Ips have been rllumrnatrn from many an Ies
rncudrn congress, we 0 e. At Igast now the
%:es {0 (assocrate wit names an so do we. Meeting first an

e "soldiers jn every camp” opens lines of communicatiosn
ich cannot he est hlrs?r (5) an orher wa

[ would etot ank ourpre Ident Joe Hgnrr and the excellent
RDC hoard for their hel In ral¥|n§ the tro(? P we needed.
was everywhere, with tfere faces an h resentrn? a re
sources ctors. ema ﬁ Ifferenc rnt pressfons the
con ressmen an thelr starf formed about Alaska.
t anks to board member Dop Cornett, even Charrman
Mo Udall was wearing an RDC pin throughout the trip!

Alaska mining activity takes a plunge

rnr% actrvrtyrnAlaskat 0ok a nosedive last year rPex Ioratron
deve ent od ctron em loy ment Th total value of the
mrnera g pﬁ] 14 per ent from the prevro syelar
vera tr ent e 20 (9 5 vvrt t gace

ol sector ann osrn s old still far out Istance
rerals as off 16 percent from 1985

ro uctron of other mi

On he u side, dock, road and fuel-tank farm constrtrctron is
ro ee in rt e Red Do ro ect near Kotze ug ALn TCO r[r-
rasCo rsstartrn t e elngte reens ree srver 9?ﬂ
ming near /] au,. Insp ratron ? Inc., IS WT rnto Its firs
ex |oration dpro uctron eason of s ore 3 Ing_near

Nome and over 130 workers are erng etﬁs Dy aezCree
Mining Company on a placer gold operation of the Denall Highway.

Executive Committee Officers

Alaska Minerals Industry
1 1965 1986
Bplaatin S22860 S 914D S 894,
Develqurent 53,388,065 3,120,765 24,331,972
Praclotion 199,437,167 26,50,2) 198,461,007
Toed 6,08,82 W80,05 531,107,723
Enployment NA 3,60 2,90

Resource Review stredicenonthly pbllicationdr

- : [2(EST L e Resource Develgqoment Gaurdil, Box 100616, An-
jijpResource DevelopmentCouncil  vice President dorege, Aledka 99510 — (@7) 276-010.
Vice President
Vice President = =
The ResoUrce DRvelQTent QLT (ROC) BABETS  SoCretary ..o Stephenlls oo oC DEIESS ke b okl L7 G St
lagst privaely furced ropofitecomamic ceelp- Treasurer ) Clanylaghmen @D, Andorege.
ment agmizatiowarking todaelgp Aleda™sretura Past President ...........ccouvevvviiinmnnesiviisnnnnens Boyd Brownlield o o _ _
eSS inan adbasstealced- Staff Meteriel in tre pblication may be rgrind witoe
besed, dhvasified econony vhille potedtilgad en- - Exeautive Director.
J iramet Public Relations Director . Carl Portmen
rercrg teen Projects Coordinator .......... Mike Abbott Gl Portren
Mermbership/Staff ASSIStANT ..o Ann Bradley Eolitor& Adertisirg Veneger
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Easley went the extra mile

PPPPP

RDCexpresses
ajpreciation
for Easley’
cedication

reveals
ne

rec ent study commissioned by Yukon
Pacﬂrc oroo]ragon, the firm that wants to
market North Slope natural %as In the
G e e
he buﬁt for about Sg brlIroﬂ several br?lron

dollars less than revrous ny Pro lected.
[nstit Gas

onducted o
Technology 01 C cago thestuy S0 con-
frrms Yukon Pacific’s assertion that North

eve as can e competitive In Korea de a\
Taiwan as wel as Japan. The study also
sazs that natural gas. ca] n be maf etﬁ
sooner than ex ec eTransA s
GasS stem 1s bullt In P sesb }sar
0¥ 1894 could be inoperation by late 1993
800Yukon Pacific {s proPosrnﬁ to build an

mile pipeline to car 0pe gas
}o trdewa? P In Va?dez \zhere eroFr)r?dgbe
rgue led .and srgged b tan er to th

Pacific Rim. The had estimate
the coat o build the Irne processrng plants
and. ships to mayve ﬁ as across the
Pacrfrc cean at $11

Backers of TAGS are_now awartrng a
resr entral finding th t Nor

Over 120 friends and members
lqlathered at the home of Joe and Aletha &Orted Wlt out a ectrn g s
enri in Ju L}/ {0 honor outgoing executive ?9 ﬁ % find In% inecessary
director Paula Easley, outgoing president be Alaska-based Yukon Pacific
Boy Brownfield and’ new éxeclitive direc- Corp oratron can enter into contract negoti-
tor ecLy é] ay. atrons wréh Asran érstomes The timi 8 of
On béhalt of the entire statewide Board the presidential findl ecessar
of Drrectors the ExecutrveC mmrttee A0 vomrene srecns nenrs mistor e rorect IS rucralr the co fpan
the Counci sbroad Ornem ers P ?e Henr ho es to capture g share of the Ja
ex ressed proroun %o reciatjon for Eas-  Henri noted "this is_not the end of the G market. Exrstrng Jaganese C ntracts
le s intense_commit tand dedication road but merel¥ an rmﬁortant Jun ture th xp\re in the mid-1390s and, Japan Is
to'the GPtere sand concerns hAaskans WI meanstha we can hope to work with readr{ ooking for new sources of gas from
Henn escrr a ast (f art and Pauadunng Qetrmesahead anchored i several countries.
soul’ ort eCoun 1SN rgurde for 12years a well oune ex ecﬁatron that Alaska’s
as Its executive rrect resources Il be eveo ed, Jhat the eco-
In.a lefter to Henr, ormerCon%ressman nom}/ Il be broade aiversiied Ska |0
Jim Santiny said’ Paulawentthe xtra mile fl hat Alaskans will e (royagoo way of
In terms of hours and resolve.’ e in this very great pla eXp rted

RRRRRRR

INa

An a reement etween a 5
China I ternatrona Trust an

%8 c%rr&1 Egpestagrorl)dugts ca"g fd)rrﬁg
spryce tre

ubsidiar

Invest e
e-hase
rvestin

i
!

Ive

ver 30 millign boar H u
rexportto hina annually forat least

?o
Trmber located on Koncor land on Afg
nak Island nort?r Kodrakvvﬂ e cut fgr
Indystrial use In Chrnese construction,
pac rdrn and crating.
xon, director of the state Office
of Internatronal Trade, called the joint ven-

(Continued on page 6)
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project movVves

forward

Cominco enters Imo
major contract commitments

n]an effort to brrn? the [ar esé zinc mrBe

in the western worfd Into production g
1990, Cominco Alaska Inc., has entere
Into mag]or contract commitments and. con-
?tructro orkonthe road an Vr\)/orttafrlr les
est Alaska.

Ina presentatio

orrtsRe Do%) trn Nort
ti eor tﬁesourceP
veloBment ouncl break ast forum In ate
August, Ralph Har rave Vice Prei
and General Mana Comrnco Alaska
sald the current sc %d%le calls for moving
the start up date ort 420 million projec
Up by one year,

The Red Dog project is a venture of
Cominco, Alaska’ Incorporated an
Cor oratron Another tkeySrtnetm erA (l) t(he
ee am 1s the State of Alaska
Yt asﬁ< InrHustrraI Deveo ment Au-
thon% AIDA trnancrng the transportation

SYS

t(ed Do& is one of the world' sgreat min-
earra edgﬁzoes th a unr ue com Sngttrgnooe
rat?o which vvﬂma?(e it one o the world's

lagest OWest. cost zinc producers
hnat?qti \guctron The rrﬁent mrn
eral reserve |s estimated to be 85 milliop
fons, at a rade of 171 percent Zinc, 5
Eercent lea 4 ounces per ton. of

ver. Based on the present._produyction
forecast, this will yield a mine life of aimost

tzt%atgsrave noted that Red Do |sthese -
? ebéjgest z nc d osrt ever scovere

e]ss con ence that the eort
Wil o€ ade alri gst In the worl onc
ahe prod%ctronyp? h) %ased on mining

Workers lay geotextile fabric out on the

tundra as work begins on the Red Dog haul

at a rate of 2.1 million tons of ore per year
() roduce 120,000 dry tons o? rp:onXen
trates per year.

Hargrave explained. that the AIDA a%
reemeﬁt co Es ominco 0ﬁa AIDA
annua to eeofa rt)ut %Zml nAI[?RtI
asis of this quaranteed toll fee, W
Inance and b%L\a ahe S150 mrlﬁon road and
rc)g(rat vgrrt(h t{unds trom the state, plus the pro-

as
Cominco’s_toll t%e IS cal%ulated to give

the state a 6.5% return on e total IH ﬁ
ment In the s?jstem over b Xears e toll
ees WI|| amoUnt to about $600 million duy-

e state Wil

%e)r(v enrrIORednvlaggcdaPPeat 3;90 trrrvllror%
rHjheSTta,te ?eéhtatrn h daeveeoC mesnlt

Thrswrl |vthestate tota F?Etéto mr |or]
on a$l &on mvestment
| ectu to $1ro million annualy |nt the

as a economv
A{)etron of this a reement as aI-
owed [DAt0. start cons uctron o
ong. Mountain Transp ortgt(? stem
The first contract was awarded last {e Fto
nserc Alaska Construction to bui
shallow water dock and staging area at the
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Geologists tour the Red Dog Mine site.

port site. In Februarv gecond contrac}
was awar e t% ford Corporation o
Anchor %e for t econ?tructron and Instal-
Iatrono urdouble-wall diesel fuel storage

Last month nserch Alaska be an con-
struction of the 48 millic n mine r ad The
company antrcrpates hﬁvrn[%lan initial 52-

rq étoneer roal g ne site com-
ete r¥ February
ree Constru tron o Anchora e vv|I|

the major earthwork at the min sre
T?te Work Il consist of butlrs %the failin
tam fresh Water am, Initia ttn |r|} ?
he or arao of the mill'site
area For t% mo u swr Pbegrn to
move |ntot e area next year.
Green began work at the mine site in
Ipregarr It construction camp_ for
t struction commencing In Feb-

rua
CYther magor contracts will be.awarded

for accomm datron module fabri atron a

servrces complex, cogcentrate 3%?

? neral. mech nrcal an electngal mo

a ncatr n, module hases and structural

stee and a ming concentrate storage build-

gUpcomrnq contacts which will be issued
bv AIDA mc (u e thrfa ort site concentratg
50 llding

rage bu ore structures an

the conveyors,

%r%rave said CH ore will pe

mrne en rt me ods nce the mrn-

era IS the surface. He said
roce ant vout IS based onte

con ept of consfruction, off-site in large

modu es atechnr ue which has heen suc-
?o vtfrse in development of the Nort

| facl |Pes

ecauseo arestrrcted shrP \%Ilf -
son, gerave sald ogtcentra S R
stored ov Jhe Wrnter or ﬁhr ment In t
summer, ad ﬂ gn ficantly to the cost of
%h prtgect T J)eprng concepts are
ase day seas

For lan trans % ation, the present cop-
cept 1s 1 move the confentr e In truck-
trarle[) ndtsontﬁ -mile * na, tOﬂ tor-
age ullding at the coast which will hold
out nine months production.
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of miner

ev
us

i

econom
determr atron to devélo

The Beluga field, 25 air
Anchorage ISone example of a vast source
a ma or shat In

r0S nty ow

erina NEW.

Beluga coal developer optimistic

Diamond Alaska project offers economic stimulation

ue

| wealth offering
the arm toAas ka's utur
r, hefore th hStl e-water coal ¢
onzon n terms 0f|0
other economic he erts RDC s
ust oeveryt Ing reasona
low the Diamond AIaska

Since the 1890's Gold Rth Alaska has
built its future on the deve

resources. With the suddep fa
and the subse

hecome a com etitive coa s

domeI
The nr')r%ectcou o
major mingral developmentsto ay a 10
In ex and mg askas economic
arire, |tvv||emp|oévhun reds

Provrde t%x
a(rPeaneuoaeBogﬁu andg
eangr this month, Luke Fran
en&al and Requ

]
the Ken 0

torurIrjre

sara
Ia/u

Stu

|es |n an e

stic and Iﬂ'[ lrn tional mark e

d become one

rof Enviro
or Diamong A

IS com any

?US'[IVG

ska Coal C

een working
on te prOﬁect srnce 19681 when i

state and federal permits.

ﬁment of Its
inoil prices
d Ht decline in Alaska's

economy, state lea ers ave come fo rec-
at (ecent efforts to diversi
Il de reat on thesates
variety of re-

iles west of

/

VENUeS tO
fea

environmental
ort to obtain necessary

Exploratory drilling WaS

ond Ala

On Jyne Fz Di

amended appll

ny in

ond submrtte
cation o ramrne ermit rom
atural Re-

the Alaska Department of

We feel the state decision on the
ut whether th strpu
ich we can |ve ‘with t

economica) VL develop the mine is |mpor-

ear to be

ae th8°s'“¥ o

tant." Frank
The tvvo

e Diamond Alaska coa

n sa|d.
e Issues, that a
the crux of th amended ap catron are

I project area

ermit
tIO

abou

nducted by Dia-

Tt

go esocr(lmhanldhng and sediment and drain-
Ina IettertoJerrY Gallagher drreotor of
the stahe Division. 0 Mrnma RDC said te

staasweI nssuorleld stud%/ the? ou %ues carefull Sy

roteco % I resource

wrt ou‘unn oessan gmgt ecom-
mercra viahility of thie projec

Topsoil ha dIrng? IS an Issue of maror
concern to the entire coal mmmg In ustk/
In Its comment RDC as ed the state
be open-minded a t]re ry on ormuas
and rocesses use With greater utility in
other parts o theUS

The Resource Devolopment Council he-
Ireves state |ITJ]roJoosas to force the d e-
veloper to remove, stockpile an regra e

U otreetrmsasm
ﬂorhr her Irke? jogre s?r\ég?nrfrg su?‘ﬁfrgraent
mw%am

Water %ualrt treatment a3 Iﬁroposed by
Dramon as a, Involves rr)rr secon
g g fert Jar%/[treatment egimens i ad-
1tion to rr%r luent release monrtonng1
Diamond has emonstrate g
ffectiveness ande |crencyo Its propose
se iment contro rogram,” Gay said.
reoumn urthert eat ent roc sseswrt
ou actual XN ﬁnh nstratrng nee the state%
}/ very ‘Well be Insisti g on a Ig
rotectjon that IS, unnecessary and com-

ercrall debrlrtatrng
"Ala amusH] nize the precedent
set

Hn nature of this permit process,” Ga
S e Ztna(teré"“st ke e Uil e
stipulati | |
@ ermrt Ifself qt‘ E/su ortabﬁle Dbase
he empirical evidence at and
Atter the staﬁe ermit is granted, h
mond Alaska will move into phase 1l of t
rr(uect focusing on the eny ronmontal Im-
t statement process, additjonal federal
ermits an t e remainder of the state pey-

Its. Franklin esti atestat40 permits will
e sou tun ero ase I

Franklin 1s ant Cl at|n re -draft EIS
to hit the treet %ptem
AfteraBu IC revi Wprocesst frna
should be out in early Once ozens
of n W ePermrts are ranted cons[(ructron
coul lt) In later in 1988 But mar As for
the Be acoa must frrs esecure

Fran nsar% ar-
ketrn gffort 1S ben out

ecutives ar o trmrstr at mar-
V<\ets vvrﬁ e In eface ?orFt ecoa?
Diamond ntici ates several

ears of opera |on e? re reachin

éroductron FfeveLs With t?tat bein th% cpase
Cbelrevest tatecans(f ex eri-

en %arnedr earysta es ordevelopment

to aetermine the most a ropnatee viron-
mental protection meas
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Senate partnership aims to stimulate economy

Legislature faces a challenge

This past legislative session the Senate leadership entered.into
a artne% vgth he Resource Deveﬁopment Councﬂ FRDC% THrs
Bartnershrg 9 astomove f orwar vvrfha ackage 0f economic
evelopment Tegislation Whrch would Implement the recommen a-
trons ade In RDC's publication v« « ‘scracess

“This puchatron groved to be esdpecraIIPr helpful to members of
f e Le?rsature hecause Jt containe é)ecr ic recommendations for
ﬁnsla Ive action fo further economr deve]o ment In our State.

s contrasts with many.other efforts which have focused on the
proplems Instead of offering solutions.

Al Alaskans ave felt the effects of downturns in the world ol
market durrn% the last two years, and it has driven home the point
that we can No longer re on onyone Industry as the en r e 1)
Hrrve urecono(mny a gr ht add, which groups liK
ave een ma for tr e, As g result “the Leg]rslature
ace a crucra chal en?e W en the session convened this past
January. It had to do alf'it could to tum our econo %aroun
The Senates answer to this challenge was to move forward
with over 20 drﬁerent reces of economi deveogment and diver-
sification legis atron IS legislation was aimed at sfimu atrng
velopment in the mrnrn? J ber, and fishing Industries as wéll as

fost rfn rnﬁernaﬁron

Unfortunately, the Governor and, House M éorrtg had a drfferent

P roach. Inistead of working on incentives for dévelopment, th eg
posed Six new or Increased taxes so Alaskans couId contrnu

0 SU POTI an oversjzed state §overnment WhIC al reagl sPen S
I SU

es for Advancing

many times the natjonal average per capita! These measures In-
clud dtBe rerr}']slrtutron of a[r Income tax esta}blrshrng a state s%l
doublin temotorfue tax, rncreasrng e severance. tax
n on %eor Industry rncreasrng the premium_ tax on insurers,
and esta rshrn asmokeess tohacco tax. The Senaie said no to
each of th e e] axes he Senate also said no to a raid on g]
garrrgran csra?: the Permanent Fund In order to fuel an Insatia
u
WhrI he House M orrt;/ egmed to have no prohle assin
many o ese taxes, the ar {0 rgassa reat deal of the RD
strategy legislation. By t e end of the sesSion the most crucial

Guest
Opinion

Jan Faiks
Senate President

economic development Iegrslatron suchas SB 112, relating to forest
management aP eements, SB 136, relati rn? o ~le yse of state
land and water, SB 137, relating to sta ar withdrawn {rom
mineral locatjon or mining, and B 182, re ating o ﬁhe witten
findings_required for oil and gas lease sales was stalled in the
House. Resources Committee.

While it ma}/ seem hard to_ believe, the House MaJ?rr even
killed the Senate's ANWR resolut]on This 1s especially fru tratrng
when a number of other states ave already assed re?olutron
In SXP Oorlt] of ogl ansdugas development inthe Coa tal gang o0 NWR,S
economrc d Velo m nt e%rslatron along with the status of each
hh and reso ﬁro ate will contimue. pushing forward vvrt
t rsrm{)%rta satron whent e next session con enesonJ
uar However, If (Yve are going to be successiul in ettrn
RD strategies passed by the’Hotise, we are going to heed our

hel
Between now and Januare; it would he es ecraIIy helpfl uI you
woul XP I Representative in the House, and ‘especially e
mem ers the House Resources Compmitieg, now at ou fee
economic development is rmportant to the fut re of our state, and
that In rfrder to achieve this goa nyou Wodrr ke to seet emact
ositively on this rmR] ortant eco omrc evelopment grslatron
ouse es urces Co mrttee mem IS are Sa (C{ottenDE gle

rver Adel erd errmann Naknek, D-Ketchik
%Navarre Har Cliff Davrdson DKodrak rue Pearc Fﬁ

Anchorage Heinnic prrnger D-Nome, Lyman Hoffman D-Bet
and Dick Shulte R-Tok.

Ncgektrrrmno edipedtoChim

nnnnn

ture a hig ste toward opening mainland
Lhe %rfaspa exports. Pening
ky natives of Kod:ak

rna to

Konocor 1S owned h
and the Chene%ra Ya

Ytt&iﬁt%té’ﬁé and int

om page 3)

sell itto "end users" in China and perhap',
to companies In other Far East countries.
The ar anqemept eliminates some expen-
tat and Quzinkie Is(rve stgps nselling timber on thesRot ar-
as oEeratrons on  ketan strengthe s Koncor's logging oper-
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ALIWR: A MAJOR RESOURCES ISSUE FOR ALASKANS

5y Rep. Sam Cotten (D-Eagle River)

One of the major 1issues before the Alaska Legislature,
and simultaneously before the U.S. Congress, is the decisic
about opening the coastal plain of the Arctic National

wildlife Refuge to oil and gas exploration and development.

Should the coastal plain be opened to oil and gas
exploration and development? The question seems simple. I
is a matter of jobs and revenue for Alaska. But some of th
wrinkles in the U.S. Interior Department®s proposal to open
AF 1R could trip Alaskans and threaten to trip Congress as

well.

Early during this legislative session, the House
Resources Committee held hearings on some proposed land
exchanges in ANWR. At that point, the U.S. Interior
Department had revealed very little about the exchanges,
except that they would assist politically in Washington,

D.C.

Members of the committee asked a broad range of
questions. The Interior Department did not have many
answers and did not want the exchange process to be public.
The Department®"s assurances about the land appraisals and

net impact on the State were not very convincing.



Since then, Interior has told the public only a little
more about the proposed land exchanges. We can tell that
potentially valuable ANWR lands will be traded to private
corporations, which will receive all the rents and royalties
from any Tfuture oil and gas production. Yet we don*t know
whether the taxpayers will get a good deal in the proposed
strades, and we do know that so far Congress has been quite

hostile to the trade proposals.

Last week the Alaska Senate passed a resolution that
advocates opening ANWR to oil and gas. I fully support
opening ANWR, wanting to see environmentally responsible oil
and gas development wherever it can occur in Alaska. But
the Senate resolution also includes an endorsement of the

proposed trades.

"or Alaskans, the problem is this: 1f the trades go
forward, the people of the State of Alaska will forfeit
their existing right to 90% of the revenues from oil and gas
production from such wildlife refuge lands. That could mean
billions of dollars of future revenue that might have been
available for schools, roads, and other purposes. It could
mean that the corporations will be rakir.g in profits while

the rest of us pay new taxes.



Should this share be traded to private corporations?
My answer is no, not now. Any decisions on land trades
should be held until after Congress decides whether or not
ANWR should be opened. Governor Cowper made a good decision
not to get involved in the trades or to support them unless
they are more open and guarantee more benefits :0 all

Alaskans. *

This question threatens the Legislature®s passage of a
resolution favoring ANWR oil activity, because seme members,
of the Legislature believe strongly that the trades should
be endorsed now. My position, as cc-Chair of the House
Resources Committee, is that the Legislature should
acknowledge the lack of consensus on the trade proposals and

suggest more review by Congress and Alaskans.

~l1£jfh~not unusual to have political trades and pressures
oullfi’up .At..the -end of the legislative seasick. A"rrwas-—
Inch” surprised-to see-the-Senate-*seresolution include-and
endorsement®of-the-proposed land-trades - But 1 do not agree
that they should be endorsed, and neither do a lot of

Alaskans and legislators.

I via ars_going“~uc_errlye_Vi . the—oosniqc
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other legislators to give the issues full public review and
consideration, and then to protect the broad interests of

all Alaskans.
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WWorkirg o tte Nature oF Tarorrow

NATIONAL WILDLIFE FEDERATION, 1412 Sixteenth Street, N.W., Washington, D.C. 20036-2266 (202) 797-6800
Office of the President

July 22, 1987

The Honorable Sam Cotten

Chairman, House Resources Committee
Alaska House of Representatives
P.0. Box 296

Eagle River, Alaska 99577

Dear Mr. Cotten:

The National Wildlife Federation®s Board of Directors will hold
its mid-year meeting in Anchorage, Alaska on August 13-15, 1987.
In conjunction with their meeting, the Board will host a forum
in the Denali Room of the Anchorage Hilton Hotel on the question
of whether further oil and gas exploration and leasing should be
permitted on the Arctic Coastal Plain.

On behalf of our Board, 1 would like to extend an invitation to
you to participate in the forum on Friday, August 14, along with
other panelists who will present differing points of view on the
future of the Arctic National Wildlife Refuge. For the morning
session (10:30-12:00) at which we hope you will appear, we have
also invited representatives from the Alaska Department of En-
vironmental Conservation, Alaska Department of Fish and Game,
Alaska Department of Natural Resources, U.S. Department of the
Interior Fish and Wildlife Service, and Senator Jack Coghill
(who has accepted our invitation).

You would be welcome to stay for the afternoon session (1:30-
5:00) which will include representatives from the Alaska Oil and
Gas Association, Arctic Slope Regional Corporation, Arctic
Village Council, Trustees for Alaska, National Audubon Society,
The Wilderness Society and the Wildlife Federation of Alaska.

The format will include a brief opening statement of approxi-
mately 10 minutes by each participant, followed by a question-
and-answer period. An informal buffet luncheon will be served
at noon. I will serve as moderator, and members of the press

will be present.



The Hon. Sam Cotten
July 22, 1987
Page 2

On June 9, 1 wrote to Speaker Grussendorf and, through his of-
fice, extended our invitation to you on behalf of our Board of
Directors. IT that invitation did not reach you, 1 apologize.

I hope you will be able to be with us on August 14th, and would
ask that you call my office in Washington, D.C. (202/637-3742)

by August 3rd with your response.

Your knowledge and experience about this issue would provide a
valuable dimension to our discussion, and 1 hope you will be
able to accept our invitation.

Enclosed you will find a copy of the current edition of NATIONAL
WILDLIFE magazine which features the Arctic National Wildlife
Refuge, as well as a copy of our most recent Annual Report.

Thank you for considering our invitation, and I look forward to
hearing from you.

Best wishes.

Sincerely

JDH:rac

Enclosures



Working for Ilir Nature of Tomorrow,

NATIONAL WILDLIFE FEDERATION, 1412 Sixteenth Street, NAV., Washington, D.C. 20036-2266 (202) 797-6800
Office of the President

July 30, 1987

The Honorable Sam Cotten

Chairman, House Resources Committee
Alaska House of Representatives
P.O. Box 296

Eagle River, Alaska 99577

Dear Mr. Cotten:

Thank you for accepting our invitation to participate in the
Alaska Arctic Coast Issues Forum hosted by the Board of Directors
of the National Wildlife Federation on ¥riday, August 14, 1987 in
Anchorage. A copy of our agenda is

Please be at the Denali Room of the Anchorage Hilton Hotel no
later than 10:00 A.M. on the 14th. Session I, in which you will
participate, will begin promptly at 10:30 and will run until 12:30
P.M. Following a brief introduction, each panelist will make an
opening statement of no more than 10 minutes. Questions and
answers from the floor will be accepted afber all of the opening
presentations are completed. I will serve as moderator, and press
and other media representatives will be present.

An informal buffet luncheon, to which you are cordially invited,
will be served at 12:30 P.M. 1in the Denali Room. Session 11 of
the forum will begin at 2:00 P.M., and I hope you will be able to
stay for the entire program, which should be concluded by 5:00.

IT you have any questions, please call Ruth Corlett at my office
in Washington (202/637-3742).

Again, on behalf of our Board of Directors, we appreciate your
taking the time to participate in our forum. We are delighted
with the response we have had, and the program promises to be an
exciting one. I look forward to seeing you there.

Best wishes.

Sincerely

JAY D. HAIR

JDH:rac

Enclosure



SPONSORED BY THE

NATIONAL WI FEDERATION
BOAR ECTORS

IN. CO

WILDLIF

I'I'lo

O O
o jab] Tim O

mM—g

August 14, 1387
SESSION I:  THE PERSPECTIVE OF THE STATE GOVERNMENT

10:30 AM. WELCOME AND INTRODUCTION OF PANELISTS
Jay D. Hair, President, National Wildlife Federation
Forum Moderator
Dennis D. Kelso, Commissioner .
Alaska Department of Environmental Conservation

Norman Cohen, DePuty Commissioner
Alaska Department of Fish and Game

James Eason, Director, Division of Oiland Gas
Alaska Department of Natural Resources

Robert E. Gilmore, Special Assistant to the Director
U.S. Department of the Interior Fish and W ildlife Service

Jack Coghill, Chairman
Senate Resources Committee, Alaska State Senate

[House'SResources"Committee, Alaska State House of Representatives

12:30 P.M. INFORMAL BUFFET LUNCHEON
Denall Room



ALASKA ARCTIC COAST ISSUES FORUM

Page 2

SESSION I1: PERSPECTIVES OF CORPORATE. ENVIRONMENTAL
AND SUBSISTENCE GROUPS

INTRODUCTION OF PANELISTS

Jay D. Hair, President, National Wildlife Federation
Forum Moderator

Celia Hunter
Writer-Columnist

Jacoh Adams, President _
Arctic Slope Regional Corporation

David R. Cline, Regional Vice President
National Audubon Society

Sarah James, Representative, International Caribou Treaty
Negotiations _
Arctic Village Council

Robert W. Adler, Executive Director
Trustees for Alaska

Susan Alexander, Field Representative, Alaska Region
The Wilderness Society

Mark McDermott, Senior Environmental Coordinator for
ARCO Alaska .
Alaska Ol and Gas Association

Ann Rothe, President
W ildlife Federation of Alaska



Crp crp STEVE COWPER, GOVERNOR

CENTRAL OFFICE

P.0. BOX AW
OFFICE OF THE GOVERNOR RO BOX AW kA 08110165
PHONE = " (@07) 465-362
OFFICE OF MANAGEMENT AND BUDGET
DIVISION OF GOVERNMENTAL COORDINA TION

SOUTHEAST REGIONAL OFFICE SOUTHCENTRAL REGIONAL OFFICE NORTHERN REGIONAL OFFICE
431 NORTH FRANKLIN 2600 DENAL I STREET 675 SEVENTH AVENUE

P.0. BOX AW. SUITE 100 UITE 700 STATIONH

JUNEAU. ALASKA 998110165 ANCHORAGE . ALASKA 9950B-2708 FAIRBANKS. ALASKA 99701-4596
PHONE: (307) 465-3562 PHONE: (Q07) 274-1581 PHONE = (307) 456-3084

February 6, 1987

Mr. Robert Gilmore

Regional Director

U.S. Department of the Interior
U.S. Fish and Wildlife Service
1011 East Tudor Road

Anchorage, AK 99503

Dear Mr. Gilmore:

The state has reviewed the Draft Arctic National Wildlife Refuge
(ANWR), Alaska, Coastal Plain Resource Assessment 1002(h) Report.
We appreciate the additional tlLme granted the state to review
this important report. Based on our review of the substantial
amount of information contained in the draft 1002(h) report, we
strongly support the conclusion that oil and gas exploration be
allowed in ANWR consistent with the chief purpose of the refuge
to preserve its unique wildlife values.

The State of Alaska recommends that Congress immediately open the
1002 area to oil and gas leasing, with the exception of the area
described by U.S. Fish and Wildlife Service (USFWS) as the 'core"
caribou calving area. The state strongly recommends that leasing
in the "core™ calving area be deferred for a ten-year period.
During this ten-year period, the Department of the Interior (DOI)
should establish an ANWR Caribou Impact Assessment Study Group
composed of federal, state, university, and private researchers
to further study the potential impacts of oil and gas activities
in the calving area on the Porcupine Caribou Herd. The study
should be conducted over a seven-year period following
commencement of the first exploratory well and result iIn a report
to the Secretary of the Interior and Governor of Alaska. The
report would seek to document the biological importance of the
core calving area, the effects of oil and gas activities in the
1002 area on the Porcupine Caribou Herd, and the effectiveness of
mitigation measures employed in the 1002 area to minimize adverse
impacts to caribou. Based on the report findings, the Governor
and Secretary would recommend to Congress to extend the deferral
or open the core calving area to oil and gas leasing. It
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Congress fTailed to act on the recommendations within the ten-year
period, the recommendation of the Secretary and Governor would be
implemented.

It is imperative that the recommendations from the Governor of
Alaska be included with those of the Secretary of the Interior
given the significant interests of the state involved i1h both the
leasing and protection of resources in the 1002 area. Not only
is the state a sovereignh steward of natural resources with
regulatory responsibilities in the area, it is the principle
owner of lands which any ANWR production transportation system
must cCross.

This recommendation is based on several salient facts. First,
Congress has mandated that fish ahd wildlife populations in ANWR
receive a very high level of protection. Because of this man-
date, USFWS 1is required to take a conservative approach when
making decisions regarding the impact of development activity on
the refuge®s Tish and wildlife populations. Second, while a
sizable amount of information has been collected on the iImpact of
oil and gas activity on the Central Arctic Caribou Herd,
questions remain regarding the potential impact of the oil and
gas activity on the Porcupine Caribou Herd population because of
its larger size, distribution and movement patterns, and popula-
tion dynamics. Contrary to the statements made on page 112 of
the draft 1002(h) report, at this point iIn time there is
inadequate information to predict what population impacts would
occur if oil and gas development were to take place iIn the core
calving area. Third, protection of the herd and its habitat is
of great concern to our Canadian neighbors, and tne deferral and
studies will respect those concerns.

Special Values of ANWR

We predicated our review on two fundamental facts inherent to
ANWR. First, the fish and wildlife resources of ANWR are of
significant state, national, and international iImportance. The
Porcupine Caribou Herd, which numbers scne 180,000 animals,
annually migrates between Canada®s Northwest Territories and
Alaska®"s arctic coastal plain where it spends a portion of each
summer. These animals are of great importance to both the people
of Alaska and Canada. The Porcupine Caribou Herd and other fish
and wildlife of the ANWR coastal plain are the foundation of the
subsistence way of life to the residents of Kaktovik, Arctic
Village, Venetie, and Fort Yukon in Alaska and Old Crow in the
Yukon Territory of Canada. Furthermore, within the refuge, "The
1002 area is the most biologically productive part of the Arctic
Refuge for wildlife and is the center of wildlife activity on the
refuge." (Draft 1002(h) report, page 46.) The Alaska Department
of Fish and Game has conducted an extensive review of ANWR fish
and wildlife information which is available on request to USFWS
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and other interested parties. The department's data on
distribution and abundance of fish and wildlife and areas of
special concern confirm the great importance of ANWR's renewable
resource base.

The second intrinsic feature of ANWR is that it has high oil and
gas potential. The state concurs with the draft 1002(h) report
findings on page 1 that the 1002 area,- ". . .is clearly the most
outstanding oil and gas frontier remaining in the United States,
and could contribute substantially to domestic energy supplies.”
As you know, the Alaska Department of Natural Resources has
recently made public a preliminary appraisal it conducted of
petroleum resource potential in ANWR's coastal plain. Alaska's
report confirms DOI's conclusion that ANWR's coastal plain has
the potential for an unusually large accumulation of oil.

Past Lessons Learned from Oil and Gas Activities in Alaska

As indicated in the draft 1002(h) report, development of ANWR's
coastal plain will alter the existing environment and to some
degree affect the Porcupine Caribou Herd. It is critical that
appropriate and effective measures be taken to minimize the
potential adverse effects of oil and gas activities on ANWR's
coastal plain. Alaska has nearly two decades of experience in
dealing with oil exploration, and lessons of the past will serve
as a guideline for development in the future. In the event
Congress permits exploration, the state would encourage that the
best and latest technology be used.

The state assumes the draft 1002(h) report was not intended to be
all inclusive, and that more detailed performance standards would
be developed in concert with the state prior to any lease sales
or any transfer of subsurface rights. Clearly, additional time
will be needed in order to develop an adequate set of terms and
conditions designed to ensure protection of air and water quality
and fish and wildlife resources. With this understanding, our
general comments on the proposed mitigation measures summarized
in the draft 1002(h) report are included in Enclosure A.

Federal/State Consultation and Resolution of Issues

The state is encouraged to read on page 97 of the 1002(h) report
that "The FWS would emphasi e early and continuous consultation
and coordination with leaseholders, permittees, and state and
federal agencies at the start of planning.” Consistent with this
federal intent, the state feels it is essential that DOl estab-
lish a formal consultation process with the state and other
parties Iin order to clearly establish at what points in the
process and what level of detail different issues and authorities
will be addressed. This process would also allow the opportunity
for the parties to clarify their respective authorities,
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permitting, and field procedures to avoid duplication or
conflicting efforts. These consultations should identify or
acknowledge existing regulatory requirements and authorizations
at federal, state, and local levels. At a minimum, it should
address different agencies' review times and public notice
requirements. Issues that should be addressed are the timing of
the various phases of review for specific projects; the level of
detail to be addressed at each; and the coordination of
permitting, review ci plans of operations, field surveillance,
and field approvals. Experiences associated with the development
of the Trans-Alaska Pipeline System (TAPS) and the proposed
Alaska Natural Gas Transportation System (ANGTS) from Prudhoe Bay
to the Canadian border could provide useful models for
cooperative management programs.

A coordinated interagency process for planning, design review,
permitting, field surveillance, compliance and enforcement, and
reclamation would serve the state, DOI, and industry well. The
state's existing coastal management consistency process as well
as the jurisdiction of state agencies such as the Departments of
Fish and Game, Environmental Conservation, Natural Resources and
the Alaska Oil and Gas Conservation Commission need to be
acknowledged and effectively implemented in the review and
permitting of each stage of the overall project. Lack of suffi-
cient and effective coordination could lead to each agency
dealing independently with applicants and could result Iin permit-
ting inefficiencies with duplicative and inconsistent compliance
and enforcement actions.

Topics Needing Further Discussion in the Final 1002(h) Report

Overall, the State finds that USFWS did an excellent job in
compiling and summarizing a large amount of biological and
geological information in the draft 1002(h) report. Considerably
more work needs to be directed to the following eight issues of
major importance to the state.

1. Standards for Air and Water Quality Protection

The draft 1002(h) document focuses primarily on a discussion
of habitat and wildlife issues and petroleum potential. The
document is considerably weaker with respect to air, land,
and water quality issues. DOl must acknowledge and accu-
rately reflect in the final 1002(h) report state authority
in this area and the body of regulations and requirements
associated with sound environmental practices. A list of
pertinent state authorities is included in Enclosure B for
your reference.

a) Air Quality Management
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b)

Particular attention should be paid to emissions
associated with start-up and upset flaring, emissions
of nitrogen oxides, and the best available technology
review process associated with "prevention of signif-
icant deterioration” review.

Drilling Wastes and Solid Waste Management

Major waste streams include garbage, drilling wastes,
metal wastes, and oily wastes. Our experiences on the
north slope verify that it is very important that
proper management of all these wastes be addressed from
the beginning.

Drilling wastes are of particular concern. Improper
management of drilling wastes can result in the contam-
ination of adjacent habitats with potential negative
effects to the vegetation and fish and wildlife
species. Management of drilling wastes should involve
development of best practices to minimize waste
generation and to ensure total containment or injection
of all produced wastes. Best practices should be based
in part on a thorough evaluation of the effectiveness
of past practices of drilling waste disposal in Alaska.
Recent efforts by the Alaska Department of En-
vironmental Conservation to develop a workable set of
regulations governing these activities are nearing
completion and should be viewed as the framework for
"eveloping specific requirements. In addition, the

.S. Environmental Protection Agency is currently
studying the issue of proper drilling waste disposal
and should soon have a report available.

Provisions for pickup of windblown litter and other
debris must be addressed by stipulation. Early plan-
ning for sound disposal of each waste stream will lead
to the best environmental results.

Liquid Waste Management

Possible liquid waste discharges include domestic
wastewater, reserve pit fTluids, produced water dis-
charges, hydrostatic test discharges, vessel rinsates
and radiographic wastes. Each needs to be identified
and provisions made for proper disposal. The existing
local, state and federal regulatory structure, ranging
from plan review to the use of the best practicable
technology, needs to be addressed. Reinjection of
produced waters and non Resource Conservation and
Recovery Act (RCRA) regulated liquid wastes is
routinely practiced on state lands on the north slope.
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d) Hazardous Waste Management

No discussion of hazardous waste management is included
in the draft 1002(h) report. Hazardous waste
management is governed by stringent requirements under
the federal RCRA. Transportation of hazardous mate-
rials is regulated by the federal Department of
Transportation. Proper management must be addressed.

e) Oil Spill Prevention and Response

The draft 1002(h) report refers to the need to address
oil spill control requirements at page 84. More
detailed plans will be required under the cited state
and federal statutes. Provision for a coordinated
response capability should be provided by stipulation.

2. Provisions for Offshore Support Facilities

It Is important that the final 1002(h) report and management
alternatives address the siting in ANWR of oil and gas
facilities needed to support offshore oil and gas develop-
ment occurring adjacent to ANWR on state-owned submerged
lands and on the federal Outer Continental Shelf. As
written, none of the alternatives specifically state that
support facilities, if needed, would be permitted.

3. Alternative Development -"id Transportation Scenarios

Statements in the draft 1002(h) report refer to a transpor-
tation corridor (road and pipeline) between- ANWR and TAPS
Pump Station 1 in Prudhoe Bay. The state recognizes that
the scenario which was analyzed is only one of many poten-
tial alternatives. The actual alignment of transportation
facilities if, iIn fact, discoveries are made and any facil-
ities are required, will be dependent upon many factors
including the location and size of any reserves discovered,
the need to accommodate delivery of any additional nearby
reserves, terrain constraints, habitat considerations, and
project economics. We suggest that the final report reflect
the interrelationship of these factors iIn determing the size
and location of needed transportation facilities. In
addition, we suggest that the report describe the level of
any review that will proceed these decisions. Interagency
and public reviews of TAPS and ANGTS projects provide a good
model of the scope of analysis which accompanies the review
and approval of a major transportation project.

4. Subsistence ANILCA 810 Analysis
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The draft 1002(h) report does not address the process by
which the impacts of oil and gas development on subsistence
activities will be identified and mitigated. Such an
analysis is required by Section 810 of the Alaska National
Interest Lands Conservation Act (ANILCA).

Impacts of oil and gas activity in the 1002 area oh fish and
wildlife resources can adversely affect human uses of these
resources. This iIs true both in the 1002 area and in other
Canadian and Alaskan communities that rely on wildlife wnich
use the 1002 area, most notably the Porcupine Caribou Herd.
The draft 1002(h) report does not present a complete picture
of subsistence uses in the area. The discussion focuses
principally on subsistence uses in the community of
Kaktovik, and makes only passing reference to some but not
all other communities that use the Porcupine Caribou Herd.

A more comprehensive discussion of subsistence uses by
communities that use Porcupine Caribou Herd is required in
order to better assess the future impacts of development in
the coastal plain. The potential impacts associated with
oil and gas exploration and development in the 1002 area,
like the siting and design of transportation facilities,
cannot be addressed with certainty until exploration has
confirmed the existence and location of potential oil and
gas fTields and some understanding of the scope of
development is known. Enclosure C describes the basic re-
quirements of ANILCA 810, and provides a recommended
approach for meeting these requirements.

5. Water Availability and Use

The draft 1002(h) report correctly notes that water re-
sources in the 1002 area are very limited and confined to
the surface. Most of these water sources freeze solid by
late winter. Given the paucity of fresh water for indus-
trial use within the 1002 area, the draft report concludes
that adjacent marine waters must be viewed as a water
resource. Little attention is given to other alternatives
used elsewhere on the north slope, such as snow melters and
deep thaw lake reservoirs.

Fresh water for use in the Prudhoe Bay oilfield was taken
from the Sagavanirktok River adjacent to the Deadhorse
industrial area during the early years of that field's
development. This removal of water from the Sagavanirktok
River resulted in dewatering of fish overwintering habitats
with documented mortality of large numbers of fish. As a
consequence, the state no longer allows the use of water
from this and similar sources. Currently, in order to
provide fresh water for industrial uses in the Prudhoe Bay
area, the state requires the use of several large surface
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water reservoirs that have been developed. The najority of
these reservoir sites are depleted deep gravel mine sites
that have been flooded with surface water. Other sites are
shallow tundra lakes that have been deepened to provide
winter water supplies. These water reservoirs are fTilled
either passively or actively from nearby drainages during
the spring breakup period and are, in general, isolated from
river and stream systems during the remainder of the year.
DOl should initiate a more thorough analysis of similar
alternatives for industrial water use Iin the 1002 area.

6. Gravel Use

Gravel sites in ANWR should be sited, developed, and re-
claimed in such a manner that overall impacts to water
quality and fish and wildlife resources are mitigated.
Plans for gravel removal should include detailed plans for
the reclamation of the site to be conducted in phases
concurrent with the removal of gravel. Gravel sites may
also be developed in such a manner that they can beused as
water sources for both exploration and development.

7. Disputed Acreage

Although the draft report references the submerged lands
ownership dispute between the state and federal government
regarding the coastal lagoons between the mainland and
offshore barrier islands, it does not address the ownership
status of the beds of nontidal navigable waters. The state
asserts ownership of the submerged lands underlyingthe
Aichilik, Jago, Okpilak, Hulahula, Salerochit, Staines,and
Canning rivers within the 1002 area.

8. Decision Rules and Mitigation Policy

The terms "avoidable adverse impacts" and "unnecessary
adverse effects" are not defined and do not appear in USFWS
Mitigation Policy (Federal Register, Vol. 46, Mo. 15).
Adding further to the confusion is a list of "unavoidable
effects" on page 101 that includes a mix of those that are
truely unavoidable (e.g., loss of habitat by gravel overlay
for roads and pads) with many that are avoidable with proper
design (e.g., erosion and ponding along roads, water storage
pits in streambeds).

There also appear to be discrepancies between the explana-
tion regarding Resource Category 1 and 2 in the draft
1002(h) report and the explanation for both of these cat-
egories in the federal mitigation policy regulations.
Further, the draft 1002(h) report makes no mention of the
requirement for "no significant adverse affect" as provided
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under Section 1002(h) of ANILCA. DOl should address these
apparent inconsistencies with USFWS mitigation policy in the
final 1002(h) report.

As discussed earlier in our comments, the Alaska Coastal
Management Program standards and review procedures need to
be addressed in the final 1002(h) report. In particular,
reference should be made to the Habitat Standard

(6 AAC 80.130) which requires habitats to be managed so as
to maintain or enhance their characteristics and that uses
and activities which will not conform to this standard may
be allowed if there is a significant public need and there
Is Qo feasible and prudent alternative to meet the public
need.

Conclusion

Recognizing the important renewable and nonrenewable resource
values found in ANWR, the state fully supports the opening of the
coastal plain to oil and gas leasing subject to appropriate and
effective mitigation based on our firm belief that exploration,
development, and production can occur in a manner consistent with
the established purposes of ANWR. We look forward to reviewing
the final 1002(h) report and actively pursuing a joint consulta-
tion process in the near future to resolve specific aspects of
concern to the State of Alaska.

Sincerely,

Robert L. Grogan
Director

Enclosure

cc: Lieutenant Governor Steve McAlpine
Commissioner Don Collinsworth, DFG, Juneau
Commissioner Judy Brady. DNR, Juneau
Commissioner Dennis Kelso, DEC, Juneau
John Katz, Office of the Governor, Washington DC
Rod Swope, Office of the Governor, Juneau
Mayor George Ahmaogak, North Slope Borough, Barrow
Mayor Loren Ahlers, Kaktovik
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ENCLOSURE A
State Comments on Summary of Recommended
Mitigation for the 1002 Area

The following comments are provided within the context of the
federally proposed stipulation package summarized on pages
145-147 of the draft 1002 (h) report* Our comments represent the
state's position in response to the specific federal proposal and
do not represent the state's total concern regarding mitigation
requirements. The stare reserves the right to comment further on
stipulations not yet included or discussed with DOI. In addition
to the following major comments on the specific stipulations,
there are a number of terms and conditions which should be added.

First, there are mitigative measures for certain "non evaluation"
species mentioned in the species discussions in the
"Environmental Consequences" chapter of the draft 1002(h) report
that are not contained in the summary section. These mitigative
measures should be added to the summary section. Second, there
are a number of factors which are either not addressed or not
handled in sufficient detail In order to provide for an overall
effective mitigation program. Examples include the following:
coordinated state/federal process for design review, permitting,
field surveillance, compliance, and enfircement; rehabilitation;
maintenance of public fish and wildlife resource use; material
exploration, extraction, and rehabilitation; solid waste
management; timing restrictions on activities, and setbacks
required for the use of explosives; liquid waste management;
hazardous waste management; stream crossings and fish passage;
water management; bonding and financial responsibility; right of
access; erosion control; oil spill contingency planning; penalty
provisions for non-compliance; definitions of key terms;
identification of information needs; design criteria and
compliance plans; quality assurance/quality control; air quality;
and support service industries. These subjects need to be
addressed in a comprehensive manner and appropriate mitigative
measures described.

In addition, the DOl stipulations do not clearly differentiate
between stipulations or restrictions applied to exploration
versus development. The state suggests that the DOl reorganize
the entire mitigation section into two distinct components:
exploration, and development. Implementation of the stipulations
should be tied to the type of activity proposed. Stipulations
referring to area specific closures may be effective forms of
mitigation during exploratory activities but may be ineffective
or inappropriate during development. For example, the stipu-
lation on no activity within 1/2 mile of a documented polar bear
den could be useful and effective during exploration, but it is
unclear how it would be implemented during development when
facilities are fixed and certain activity levels are required.
There are other stipulations that fall into a similar category
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and clarification

- 2 -

iIs needed in order to interpret how and when

they will be used and implemented.

Stipulation 1

Stipulation 2

Sensitive Habitats and Species:

As written it is unclear how this stipulation
would be enforced. DOl should define what is
included in the term "non essential facil-
ities.”

Road and Drainage Designs:

Roads and other facilities should be de-
signed, constructed, and maintained Iin such a
manner that the following performance stan-
dards are achieved: natural drainage is
maintained; free passage of fish is provided,;
gravel fTills are stable; upslope ponding and
downslope dewatering is prevented; the number
of stream crossings iIs minimized; natural
floodplains and flow patterns are maintained;
spring areas are avoided; and road alignments
are perpendicular to stream flows and sited
in areas of minimal floodplain width. Design
criteria and specifications to satisfy these
performance standards should be developed by
the industry and should be approved by the
appropriate federal and state agencies.

Stipulation 3 - Exploration Pad Construction:

The state strongly supports the objective of
this stipulation to minimize gravel require-
ments for exploration activities.

Stipulation 4 - Rehabilitation Plan:

The need for rehabilitation plans is clear,
but the timing of their submittal and defini-
tion of measures necessary to ensure that
they will be implemented needs further
consideration. Separate rehabilitation plans
for exploration and development, including
abandonment should be required. Also,
requirements for conducting necessary re-
search to develop techniques and measures for
the rehabilitation of specific sites (e.g.,
gravel pads, seismic lines, material sites,
etc.) should be addressed.

Stipulation 5 - Off-Road vehicles:
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Stipulation 6 -

Stipulation 7 -

- 3 -

Should be modified to prohibit off-road

vehicle use, except for travel by

snowmachines, unless otherwise specifically
permitted.

Limits on Oil Exploration:

While we agree in principle with this stipu-

lation, as written it may be too restrictive.
Exploration includes both surface disturbing
and non surface disturbing activities. The
stipulation should limit any surface distur-
bance activities to the winter months and
allow only non surface disturbing activities
during the summer, provided there are no area
or timing restrictions that would dictate
otherwise.

Gravel and Water Removal:

The state recommends that DOl address gravel
removal and water removal separately. In
addition, DOl should prohibit winter water
removal from fish-bearing waters, springs and
tributaries. We also recommend that DOI
modify summer/fall water removal language to
read: "During summer and fall, water removal
shall be restricted to those operations that
will maintain instream flows at levels
necessary to provide optimum fish passage and
rearing habitat, and water quality. In
addition, large surface water reservoirs
should be created to provide an adequate
supply of fresh water for oil and gas related
industrial activity.”" Deep pit type exca-
vations adjacent to active channels of the
streams identified as lacking suitable fish
overwintering habitat could provide a winter
water source and provide overwintering fish
habitat. These reservoir sites should
incorporate features that will enhance their
value as fish and wildlife habitat (e.g.,
areas of shallow water, varying shoreline,
provide for free movement of fish in and out
of sites).

With respect to gravel removal, prohibit
removal in all fall spawning fish and over-
wintering areas. Additionally, prohibit
gravel removal from all fish-bearing riv-
ers/streams unless approved on site-specific
basis. Plans for gravel removal should
include detailed plans for the rehabilitation
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of the site and rehabilitation must be
conducted in phases concurrent with the
removal of gravel. The importance of reha-
bilitation cannot be overemphasized. At a
minimum, any gravel site, whether upland
and/or floodplain, should be sited and
designed to conform to the guidelines as
defined in the Gravel Removal Guidelines
Manual for Arctic and Subarctic Floodplains
(USFWS, Woodward-Clyde Consultants, 1980).

Stipulation 8 - Pipeline Elevation:

We recommend this stipulation be modified by
adding a general statement of intent and then
incorporate stipulations 8 thru 11 under that
statement, and add an additional item regard-
ing traffic control. Suggested language is
as follows:

(@ Include language as proposed in
stipulation
No. 9.

(b) Include language as proposed In
stipulation
No. 10 except pipelines should be
buried where "feasible and prudent"”
not just where "possible.”

(¢) Roads and pipelines should be
separated. Offset distances shall
be optimum for preventing the
synergistic effect of roads and
pipelines on caribou movement,
based on most current relevant
research.

(d) A surface traffic control plan
should be prepared, approved by the
Regional Director, and implemented.
The plan should consider such
measures as convoying, pulsed
traffic, and seasonal or daily
restrictions.

Stipulation 12 - Restrict Surface Occupancy within 3 Miles of
Coastline:

The blanket 3-mile buffer for facilities
adjacent to the coast is too stringent as
written. Provisions must be made to allow
drill pads, flow stations, and other
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essential support facilities for offshore
development, in this buffer strip. In
addition, measures must be taken to ensure
free passage of caribou along the coast.
Criteria must be established to determine
which facilities will be allowed in the
buffer area.

Stipulation 13 - Monitoring and Research Requirements:

Modify to make two separate terms. One that
states: "The DOl should be responsible for
ensuring appropriate monitoring of popu-
lations, productivity, movements, and general
health of key species in relation to overall
oil and gas activities in ANWR." Then add a
separate requirement to read: Where there is
a possibility that an activity could adverse-
ly affect fish and wildlife, "Lessees and
permittees may be required to monitor the
impacts of the activity on selected species,
their habitats, and human uses; to evaluate
impact hypotheses and the effectiveness of
specific mitigation measures employed; and to
develop corrective actions, including im-
proved mitigative techniques, as necessary."

Stipulation 14 - Watercourse Setbacks:

Stipulation 15 thru

The blanket 3/4-mile buffer for all permanent
facilities Is too stringent as written.
Provisions must be made to allow drill pads,
flow stations, ard other essential facilities
within this 3/4-mile buffer. Criteria must
be established to determine which facilities
will be allowed in the buffer area.

18 - Peregrine Falcon and other Raptors Pro-
tection:

The state concurs with the need for special
protection for the peregrine falcon, however,
stipulations should be modified to incorpo-
rate language developed by the federal
peregrine falcon recovery team. In addition,
the same level of protection provided to the
endangered peregrine falcon should not be
provided to all raptors.

Stipulation 19 - Polar Bears:
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Stipulation 20 -

Stipulation 21 -

Stipulation 22 -

Stipulation 23 -

Stipulation 24 -

Stipulation 25

6 -

Th™o stipulation should be expanded to
require an annual fall monitoring program to
follow beers moving ashore and identify den
site locations.

Construction Near Coastal Bluffs:
Support language as proposed.
Discharge of Firearms:

Restrictions on the discharge of firearms in
the vicinity of structures is necessary to
protect human safety and oil field op-
erations, however, the five-mile prohibition
may be excessive. Further discussion is
needed on the subject and the potential
effects on human use of resources in the 1002
area.

Prohibit Surface Occupancy in Sadlerochit Spring
Special Area:

In addi'il'on to the Sadlerochit Spring Special
Area, surface occupancy should be prohibited
in the area within 1/2 mile of the Fish Hole
No. 1 spring outlet located in the Hulahula
River, and extend for 1/4 mile on either side
of mean high water for a distance of 3 miles
downstream of the outlet.

Prozection of Thaspi arcticum:

It is not knownn how widespread this plant is,
so It is impossible to determine how large an
area will be placed off limits by this
stipulation. Until the plant is placed on
the endangered species list and more is known
regarding its areal extent, it is premature
to impose such a restriction.

Causeways:

Based on the state's case-by-case review and
experience in authorizing the Westdock,
Endicott and Lisburne causeways, we recommend
that the proposed stipulation be revised such
that the construction of docks and causeways
minimize nearshore hydrographic changes and
avoid significant adverse effects on fish
populations and movements.

- Time and Area Closures for Wildlife:
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Stipulation 26 -

Stipulation 27 -

Stipulation 28 -

Stipulation 29 -

7 -

Although the state generally supports the
language as proposed, it should be made clear
that the stipulation applies only to explor-
atory activities, vehicle movements, and
other activities that can reasonably be re-
scheduled for another period of time.

Overflight Restrictions:

Expand to include aircraft overflight re-
striction above barrier islands, lagoons,
river deltas, and wetlands within one mile of
coast between May 15 and September 30 (ex-
cluding take-offs and landings). Also make
clear that human safety takes precedence over
the rescrictions.

Reduction of Human/Bear Conflicts:

Modify to read, "Measures must be taken to
minimize human/bear interaction and conflict.
These measures may include, but not be
limited to, the use of bear-proof fencing
around certain facilities, special solid
waste management plans (such as incineration
of putrescible wastes), and employee educa-
tion programs.”

Limit Use of Infrastructure to Official Busi-
ness :

Support language as proposed.

Inventory Areas for Cultural Resources:

Support language as proposed.

Stipulation 30 and 31 - Air and Water Quality Provisions:

As discussed in our cover letter, the
proposed stipulations represent a very small
step toward defining what will be needed to
provide an appropriate level of air and water
quality protection as leasing moves forward.
Further consultation between DOl and the
state is needed on this subject to jointly
develop a workable package of specific
measures. Such a process would better ac-
quaint DOl with the extensive body of en-
vironmental regulation and provide appropri-
ate forums for decisions about stipulations,
plans of operations, and permits. It is
crucial to ensure that exploration and
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development is conducted in accordance with
environmental standards appropriate for the
coastal plain of ANWR.

Stipulation 32 - Environmental Orientation Programs:
Support the language as proposed.

Enclosure A/kTFi
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SUMMARY OF MAJOR STATE AUTHORITIES PERTINENT TO ANWR

The State of Alaska defines and regulates the following:

Program

1) SOLID WASTE

Construction Waste
Industrial Waste
Other Wastes
"Drilling Wastes"
Putrescrible Waste
Septage, Sewage
Sludge Sludge
Sanitary Waste

LITTER

3) HAZARDOUS

Statutes

AS 46.03.100-120
800-810

AS 46.06

AS 46.03.296-308
830-833

Definitions

AS

AS
AS
AS

AS

AS

46.03.900(24)

46.03.900(10)
46.03.900(16)
46.03.£00(31-32)

46.06.150(4)

46.03.299(a)- (b)

Regulations

18 AAC 60
(draft)

18 AAC 62

Definitions

18 AAC 60.910 (49)
(Not defined)

18 AAC 60.910(16)
IS AAC 60.910 (40)

18 AAC 60.910(46)
to (48)
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4)

*

780 (),

Type of Waste

OIL and HAZARDOUS
SUBSTANCES*

oil

Hazardous Substances AS 46.03.826(3)

JTEWATER

Domestic Wastewater

Graywater

Non-domestic
Wastewater

Other Wastes
Septage
Sludge
Spoils

Statutes

AS 46.03.740

758-760
780-790
822-826

AS 46.04

AS 46.03.100-120

Definitions

AS
AS
AS
AS

AS
AS

46.03.758(6)
46.03.826(4)
46.04-120(9)
46.08.900(7)

46.08.900(6)
46.09.900(4)

Note new legislation adding AS 46.08, AS 46.09, and amending
790 (@) (b) (d) and AS 46.04.010 and 090 (b).

Page 2 of 4

Regulations

18 AAC 20
18 AAC 75

18 AAC 72
18
18

18
18
18
18
18

AAC
AAC

AAC
AAC
AAC
AAC

AAC

Definitions

72.990(16)
72.990(24)

72.990 (29)
72.990 (32)
72.990(44)
72.990(50)
72.990 (52)

AS 46.03.745, 758 (k), 760 (a), 765,
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6)

8)

9

10)

11)

12)

Type of Waste Statutes Definitions Regulations Definitions
TOXIC MATERIALS and WASTES are a "special class regulated under the Federal Toxic Substances
Control Act and National Emission Standards for Hazardous Air Pollutants.

HABITAT PROTECTION

Fish Habitat Permit AS 16.05.840

AS 16.05.870
COASTAL MANAGEMENT AS 46.40 6 AAC 50 6 AAC 50.190
6 AAC 80 6 AAC 80.900
6 AAC 85 6 AAC 85.900
WATER USE AS 46.15 11 AAC 93
GRAVEL SALES 11 AAC 76
a. Near Shore AS 38.05.110-120
b. Navigable Rivers AS 38.05.110-120
PIPELINE RIGHT OF WAY LEASES 11 AAC 80
a. Near Shore AS 38.35
b. Navigable Rivers AS 38.35
OIL AND GAS LEASES 11 AAC 83

a. Near Shore AS 38.05.180
b. Navigable Rivers AS 38.05.180
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13)

14)

15)

16)

Type of Waste

SURFACE LEASES

a. Near Shore
b. Navigable Rivers

LAND USE PERMITS

a. Near Shore
b. Navigable Rivers

CLASSIFICATION

a. Near Shore
b. Navigable Rivers

ACCESS ALONG HISTORIC
TRAILS

Enclosure B/kfi

Statutes Definitions

AS
AS

AS
AS

AS
AS

RS

38.05.070-075
38.05.070-075

38.05.850
38.05.850

38.04.065-900
38.04.065-900

2477

Page 4 of 4

Regulations Definitions

11 AAC 62

11 AAC 62

11 AAC 55



ENCLOSURE C

el A Recommended Approach to
Implementation of AHILCA 5910

March 14, 1984

5810 of AMLCA requires fsderal agenciss to consider tha effects
of proposed land actions upon people engaged in subsistence usaa.
Specifically, 1t requires agencies toi

1. Evaluate tha affacta of tha propoaad action on subeis-
tanca uaaa and naadai

2. Determine tha availability of othar landa for tha
purposes sought to ba achieved and assess whether othar
alternatives are available which would reduce or
eliminate tha use, occupancy or disposition of public
lands needed for subsistence purposes;

3. Determine whether the proposed action would "algalf!- -
cantly restrict” subsistence uses; -

4. IT the proposed action would significantly restrict
subsistence uses, tot

a. Meet certain public notice and hearing require-
aents.

b. Determine that such a restriction meets certain
standards, including involving the minimum amount
of public lands and minimising adverse iImpacts
upon subsistence uses and resources.

This paper describee the basic requirements of 5810 and provides
a systematic approach to meeting these requirements when Baking a
decision on an OCS oil and gas lease sale.

Evaluating Effects on Subsistence Pass

AHILCA 581#. provides, as a starting point, that "in determining
whether tow*elease.._public lands...the heed of the federal
agency having primary jurisdiction over such lands...shell
evaluate the effect of such use, occupancy, or disposition...on
subsistence uses and needs...."

This section is clearly intended to require a specific aaaessaent
of iImpacts on subsistence uses. An adequate 5910 evaluation suet
include coagpletb and accurate information about the proposed
action and about the subsistence uses of potentially affected
wild resources.

Information about the wildlife populations, fish stocks, and
geographic areas which could be affected by the proposed action



are needaS. to determine the scopt) of potential effect* on
subsistence* Information about the apecific subeiatence use* of,
and needs related to, these resources and areas is required to
identify and evaluate these effects. This includes data oni

1. Who uses the resources which could be affected!

2. Where, when, and how the resources are harvested!

3. How such they use! and,

4. The significance of the harvested resources for meeting

socioeconomic and cultural needs.

Maps of community subsistence use areas can provide valuable data
about which communitiae and groupa of peopla uaa fiah and
wildlifa that could be affected. Each 5810 evaluation ahould
include a map and list of communities that uae the atocks and .
populations of raaourcea potentially affactad by a proposed -
action. The Alaska Departaant of Pish and Game routinely i
develops naps of subaistenca usa as it conducts community i §
subsistence studies. The state welcomes opportunities to
cooperate with federal agencies iIn improving the subsistence data
base.

Once the area and communities which could be affactad by an
action are identified, an aasessaent must be made of the
potential effects of the action on usas of fish and wildlife.
The potential linkagaa betwaen tha proposad action, Tfish and
wildlifa rasourcss, and subaistanca uaas need to ba clearly
dascribad. This can ba accomplished through developing
hypothetical scanarios, and tracing thair implications out
through ths biological system to tho paopla who rely on
subsistence uses.

The evaluation of effects should address potential positive,
neutral, and negative effects, as well as direct and indirect
impacts on subsistence uses resulting from a proposed lease sale.
The guideline# for implementation of 5810 developed by the Alaska
Land Use.Council are helpful in identifying several effects which
would restrict subsistence usest

1. A reduction in subsistence uses due to direct
impacts on tharesource, adverse impacts on habitat,
increased competition for the resources, or other factors!

2. A reduction in the subsistence uses due to changes
in availability of rsaources cauaad by an alteration in
their distribution, migration, or location! and

3. A reduction in subsistence uses due to limitations



on ttir.access to harveatable resources, such ca by physical
or loyal barriers.

An adequate Stl0 assessment oust consider the potential effects
of the proposed action in each cosssonity which would be affected.
In some circumstances, however, it nay be necessary to .examine
effects on the subsistence uses of "typical™ cr— nnlties or
groups of people within the affected zone.

Biological and socioeconomic data need to be at a level of detail
which will allow a meaningful assessment of potential Impacts on
the people who use resources for subsistence. These effects can
occur at the individual, household™; community and regional level.

A working document has been developed by the Alaska Land Use
Council which idsntifiss minimum data standards for making an
adequate 5810 assessment. (Alaska Land Use Council Working
Group I11; November 29, 1984, Draft Standards and Guidelines fom.
the Collection, Analysis, and Presentation of Subsistence Use
Information for ANILCA S810 Determination, pp. 3-6.) 1In some L
cases existing data on subsistence usee may not be adequate to ..\.
conduct a 5810 analysis. Agencies must anticipate these special
data needs at the earliest stages in the EI3 process. Public
meetings may be useful in compiling additional data on
subsistence uses and needs. Additional research may also be
necessary to address particular data gaps. Naw studies should be
closely coordinated with the State of Alaska as required by
ANILCA 5812.

The 5810 evaluation must thoroughly describe and document data
about subsistence resources and uses so that all concsrnsd
parties can ascertain which resources and subsistence uses could
be affected by a proposed action.

Identifying Alternatives

5810(a) also requires federal agendas to evaluate "...the
availability of other lands for the purposes to be achieved, and
other alternatives which would reduce or eliminate the use,
occupancy, or disposition of public landfc needed for subsistence
purposes.”

In ANILCA 5802 Congress states its policy that the
"._..utilization of the public lands in Alaska iIs to cause the
least adverse impact possible on rural residents who dspend upon
subsistence usee of the resources of such lands...." It 1is
therefore important that 5810 analyses fully identify and explore
alternative areas and approaches which would minimize adverse
impacts on rural rssidanta.



djT-2~r Actions Would "Significantly Restrict*

One* the potential affacta of tha laaaa sale upon subsistence

uaaa hare been described, tha next step required by SI10 .is to
determine whether these effacte could "signifleantly restrict

subsistence uses....*

The legislative history of ANILCA gives no clue to the intended
meaning of *significantly restrict.* The closest parallel to the
"significantly restrict* standard appears to be the requirement
of the National Environmental Policy Act, (NEPA) to analyse
actions which may "significantly affect* the environment.
Regulations of the Council on Environmental Quality (CSQ) for
implementing NEPA state that both the context and intensity of
impacts must be considered in deciding significance.

The people who would be affected, and the roles that the
particular resources play in their lives provide the obvious =,
context for evaluating significance in relation to reetrlotiomai”™>
on subsistence uses. The "intensity” of sffscts also has to batJT
evaluated in relation to use of specific resources by people.

In S810 Congress-recognised that subsistence uses are essential
to many rural Alaskans, and intended federal land actions to have
the least adverse impact possible upon them.

When considered in relation to this mandate, a "significant*
restriction to subsistence uses is an affsct which Imposes a
meaningful burden or hardship on particular people.

A determination of "significance” therefore requires discussion
of such factors as socioeconomic circumstances, the degree to
which harvest of particular rtsources could be reduced by the
proposed action, and the conaequences of the frequency, timing,
and location of restrictive effects. These need to be evaluated
in thm oontext of the people who actually harvest and use the
potentially effected resources, and in the context of what would
constitute * meaningful burden to those people.

A hypothetical example may be useful iIn desrcnstrating the
approach suggested abovei

During an BIS study a proposed lease sale is determined
potentially to affect local salmon stocks. The studies suggsst
thst the activity will not have a major impact on regional salmon
populations or regions! harvest levels, but depending on ita
timing end precise location, it could reduce a particular stock
or run. It is impossible, given uncertainty about where or when
the activity will occur, to predict exactly which salmon stock
eight be effected. However, the 118 hae identified 20
coaonnities and groups of people who make subsistence use of the
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salmom rdBvhicM migrate through tha general iImpact area and
could to olfhotad. Tha S110 evaluation therefore identifies
thaaa communities and tha potential risks* It than examines what
effect a reduction in a local salmon run could have for
households within typical coiunltisa, perhaps dividing the
coamnnities into four or five categories, based on location,
degree of reliance on subsistence resources, and so forth.

In tha hypothetical example, tha 7118 concludes that tha proposed
action could substantially reduce local stocks of king salmon for
one or more seasons. As subsistence uses have bean shown to
occur on these stocks the S110 analysis would than idantify this
as a potential restriction and than go on to determine whether
the aotion would "significantly restrict” the subsistence use of
king salmon. In this analysis king salmon are one of the firsb
fresh foods available to particular housaholds in early summar,
and the losa of king salmon for one or more seasons would be a
meaningful burden on families in the communities* The SIX*". _.
analysis, after weighing the risks to subsistence use of kiag-1,"
salmon against tha important role of king salmon to the people*£
sdght conclude that the action could "significantly raatrict* .t
subsistence use of king salmon iIn savaral of the communities* e

Haetlnc Notice and Hearing Requirements

5810(a) requires the head of each federal agency to meet certain
notice and hearing requirements before allowing an action which
woulld significantly rastrict subsistence uses. The appropriate
state agency and appropriate local cooaittees and regional
councils established under 5805 must be notified, and a hearing
must be held in the vicinity of the arcs involved.

In AHILCA 5801 Congress clearly stated its intent that rural
raeldants, who have knowledge of local conditions and subsistence
requirements, should have a meaningful role in decisions
affecting subsistence usee and needs. The specific requirements
of SI110 ere. intended to ensure that federal agencies have the
best available information about the potential affects of
proposed actions on rursl residents. They also seem, whan taken
in ooejumctioe with 5810(a) (3), to be intended to ensure that
local knowledge and experience is brought to bear on tha
requirement that adverse impacts on subsistence be minimised.

Again, a community focus iIn evaluating affects would simplify the
notice and hearing requirements* Each 5810 evaluation should
include a map and list of the communities potentially affected,
and identify those where subsistence usee could be significantly
restrictod* In this way 5810 assesseen! itself would indicate
many of the groups which should be notified?



It i* FI™MKuifc fw agencies to follow the s®10 procedures for
pabllcr lawofr— ant la instances where a determination of
significance is not claar or whara thora may ba significant
rastriotioa avan though cartain data may not yat ba available to

support tha finding.

Public notification of hearings following a datam i nation of
significant rastriction should follow several avacuaa, includingi

1. Notice publishad in local and regional newspapers;
2. Notlca nailed to local fish and game advisory

coamittrts, raglonal councils, local go~ernasnts, and
Native organlsationsy

3. ETotica aired on local radio and/or television
broadcasts;

4. Notice posted iIn cn— unity halls and othar local
aaating places; and

3. Personal communications with individuals or groups
known by tha land aanagar to have an iIntarast in tha
action.

Minimisine unavoidable adverse iImpacts upon subsistence uses and
resources

3810(a)(3) requires three findings before an action which would
significantly restrict subsistence uses can procede.

1. That such a significant restriction of subsistence uses
IS necessary, consistent with sound management
principles, for tha. utilization of public lands.

This FindITW] necessity should be specific to the proposed
actioa# . MI ’should be based upon an analysio of the potential
impacts "QMt- subsistence uses and the relative value of the
propoesA #Qttlca in Meting the goals for the use of public lands.

2. That the proposed activity will Involve the minimal
amount of public land necessary to accomplish its
purposes.

The finding of necessity should exclude all public lands that are
not necessary to achieving the proposed purpose.

3. That reasonable steps will be taken to minimise
adverse impacts upon subsistence usee and resources



Identifies*!** and consideration of possible Mitigation measures
arc required to ninimise th"i adverse impacts to subsistsnc* usaa
that could result from tha* proposal to use, occupy, or dispose
public lands. Tfeaaa can take many forma, and as notad abova,
public Involvement can play a kay rola in developing suitable
mitigation aaaauras.

Tha following catngori< »H broad rang# of types of
mitigation aaaaurasi

1. Alternatives for delating public lands frcai tha
proposed action to reduce tha risk of potential
aubaiatanca resource restriction.

2. Alternatives for reducing impact to seasonal
caapa and other harvest and use locations;

3. Alternatives for reducing habitat changes
that may reduce species abundance and decreases "=

harvest opportunity;

4. Alternatives for reducing numbers of people
living in, working in, or passing through area;

5. alternatives for reducing numbers of people
competing for resources;

6. Alternatives for reducing disturbance, roads,
noise, water quality degradation, etc., that may
affect distribution of species;

7. Alternatives for reducing land classification
and ownership changes;

8. Alternatives for reducing changes in access
routes to use areas; oOr

9» Alternatives for compensating people for
losses.

Time and area restrictions on activity may frequently be useful
in mitigating effects on sub*xctence uses.

Summary

Federal agancies can satisfy the requirements of ANILCA $810 by
following the systematic approach outlined above. An adequate
$810 evaluation for an OCS oil and gas lease sale would clearly
meet the following standards)
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tha people who baXi aubaiatanca uaa of all
irfid raaourcaa which would ba affactad by tha propoaad
action;

2. Idantify tha natura of their aubaiatanca uaaa and naada
for thaaa raaourcaa;

3. Daacriba tha potential affacta of tha propoaad action
on wild raaourcaa and upon coaannity aubaiatanca uaaa
and naada, and idantify which of thaaa affacta could ba
restrictions;

4. Make a determination of whether potential raatrictiona
would be ”significant” in tha contort of tha oaaning of
tha affactad raaourcaa to tha people who uaa them, and
tha rola tha raaourcaa play iIn thair lives;

5. Idantify altarnativaa that would minimise adverse r
impacts on rural rasidantai

IT tha proposed action could significantly restrict J. .
particular aubaiatanca uaast

a. *L.at notice and hearing requirements;
b. make findings that;

1. tha nacaasity for tha propoaad action
outweighs tha risks to subsistence;

2. tha proposed action will involve tha minimal
amount of public lands nasdsd to accomplish
its purpose;

3. reasonable stops will be taken to minimize
adverse impacts upon aubalatanca uaaa and
naods.

-Thoroughly document all data and findings ro that
ooocarnad parties have access to them.

be86030402kff



THE SECRETARY OF STATE JUL K) 1987

WASHINGTON GOVERNOR'S OFFICE

July 6, 1987

Dear Governor Cowper:

Thank you for your letter of June 9 concerning the
Porcupine Caribou Herd Agreement.

| realize the importance of this herd to the people of
Alaska, and | appreciate your comments on the suggested changes
to the draft language of this agreement. You will be pleased
to know that after discussion, It was decided to retain the
original text without the proposed changes.

For your information, | am enclosing a draft copy of the
Agreement as provided to the Government of Canada for
concurrence. We expect the Porcupine Caribou Herd Agreement to

be signed in the very near future.

Sincerely yours

George P. Shultz

Enclosure
As stated

The Honorable DEPARTIVENT G- HSH AND GAVE

Steve Cowper,
Governor of Alaska
Juneau.



(formulation for Canadian text)

* AGREEMENT
BETWEEN
THE GOVERNMENT OF CANADA
AND
THE GOVERNMENT OF THE UNITED STATES OF AMERICA
ON THE CONSERVATION OF THE. PORCUPINE CARIBOU HERD

*

The Government of Canada and the Government of the United
States of America, hereinafter called the "Parties":

(formulation for U.S. text)

AGREEMENT
BETWEEN
THE GOVERNMENT OF THE UNITED STATES OF AMERICA
AND
THE GOVERNMENT OF CANADA
ON THE CONSERVATION OF THE PORCUPINE CARIBOU HERD

The Government of the United States of America and the
Government of Canada, hereinafter called the "Parties":

I
Recognizing that the Porcupine Caribou Herd regularly

migrates across the international boundary between Canada and
the United States of America and that caribou in their large

free-roaming herds comprise a unique and irreplaceable natural
resource of great value which each generation should maintain
and make use of so as to conserve them for future generations;

Acknowledging that there are various human uses of caribou
and that for generations certain people of Yukon Territory and
the Northwest Territories in Canada have customarily and
traditionally harvested Porcupine Caribou to meet their
nutritional, cultural and other essential needs and will
continue to do so in the future, and certain rural residents of
the State of Alaska in the United States of America have
harvested Porcupine Caribou for customary and traditional uses
and will continue to do so in the future; and that these people
should participate in the conservation of the Porcupine Caribou
Herd and its habitat;



Recognizing the importance of conserving the habitat of
the Porcupine Caribou Herd, including such areas as calving,
post-calving, migration, wintering and insect relief habitat?

Understanding that the conservation of the Porcupine
Caribou Herd and its habitat requires goodwill among
landowners, wildlife managers, users of the caribou and other
users of the area?

Recognizing that the Porcupine Caribou Herd should be
conserved according to ecological principles and that actions
for the conservation of the Porcupine Caribou Herd that result
in the long-term detriment of other indigenous species of wild
fauna and flora should be avoided?

Recognizing that the Parties wish to establish
co-operative bilateral” mechanisms' to co-ordinat'e~the'ir.
activities for the long-term conservation of the Porcupine
Caribou Herd and its habitat?

Recognizing that co-operation and co-ordination under this
Agreement should not alter domestic authorities regarding
management of the Porcupine Caribou Herd and its habitat ad
should be implemented by existing rather than new management
structures ?

Have aareed as follows:
1. Definitions

For the purpose of this Agreement only:
|

a, "Porcupine Caribou Herd" means those migratory barren
ground caribou found north of 64 degrees, 30 minutes
nor.th latitude and north of the Yukon River which
usually share common and traditional calving and
post-calving aggregation grounds between the Canning
River iIn the State of Alaska and the Babbage River in
Yukon Territory and which historically migrate within
the State of Alaska, Yukon Territory, and the
Northwest Territories.

b. "Conservation” means the management and use of the
Porcupine Caribou Herd and its habitat utilizing
methods and procedures which ensure the long-term
productivity and usefulness of the Porcupine Caribou
Herd. Such methods and procedures include, but are
not limited to, activities associated with scientific
resources management such as research, law
enforcement, census taking, habitat maintenance,
monitoring and public information and education.



C.

"Habitat" means the whole or any part of the
ecosystem, including summer, winter and migration
range, used by the Porcupine Caribou Herd during the
course of its long-term movement patterns, as
generally outlined on the map attached as an Annex.

2. Objectives

The objectives of the Parties are:

a.

C.

d.

3.

a.

b.

To conserve the Porcupine Caribou Herd and its
habitat tnrough international co-operation and
co-ordination so that the rislj of irreversible damage
or long-term adverse effects as a result of use of
caribou or their habitat is minimized?

Ter ensure' opportunities for customary and traditional
uses of the Porcupine Caribou Herd by:

(1) in Alaska, rural Alaska residents in accordance
with 16 U.S.C. 3113 and 3114, AS 16.05.940(23),
(28) and (32), and AS 16.05.258(c); and

(2) In Yukon and the Northwest Territories, Native
users as defined by sections A8 and A9 of the
Porcupine Caribou Management Agreement (signed
on October 26, 1985) and those other users
identified pursuant to the process described iIn
section E2(e) of the said Agreement;

To enable users of Porcupine Caribou to participate
in the international co-ordination of the
conservation of the Porcupine Caribou Herd and its
habitat;

To encourage co-operation and communication among
governments, users of Porcupine Caribou and others tc
achieve these objectives.

Conservation

The Parries will take appropriate action to conserve
the Porcupine Caribou Herd and its habitat.

The Farties will ensure that the Porcupine Caribou
Herd, its habitat axc. the interests of users of
Porcupine Caribou are given effective consideration
in evaluating proposed activities within the range of
the Herd.



h.

Activities requiring a Party's approval having a
potential impact on the conservation of the Porcupine
Caribou Herd or its habitat will be subject to impact
assessment and review consistent with domestic laws,

regulations and processes.

Where an activitY In one country is determined to be
likely to cause significant long-term adverse impact
on the Porcupine Caribou Herd or its habitat, the
other Party will be notified and given an opportunity
to consult prior to final decision.

Activities requiring,a Party's approval having a
potential significant impact on the conservation or
use of the Porcupine Caribou Herd or its habitat may
require mitigation.

The Parties 'should avoid or minimize' activities “that
would significantly disrupt migration or other
important behavior patterns of the Porcupine Caribou
Herd or that would otherwise lessen the ability of
users of Porcupine Caribou to use the Herd.

When evaluating the environmental consequences of a
proposed activity, the Parties will consider and
analyse potential impacts, including cumulative
impacts, to the Porcupine Caribou Herd, its habitat
and affected users of Porcupine Caribou.

The Parties will prohibit the commercial sale of meat
from the Porcupine Caribou Herd.

international Porcupine Caribou Board

a.

The Parties will establish an advisory boardto be
knoon as the International PorcioineCaribou Poard,
hereinafter called the Board.

The Parties will each appoint four -lembers of the
Board within a reasonable period following the entry
into force of the present Agreement,

The Board will:
(1) adopt rules and procedures for its operation,

including those related to the chairmanship of
the Board; and



(20 give advice or make recommendations to the_
Parties, subject to concurrence by a majority of

each Party's appointees.

The Board, seeking, where appropriate, information
available from mtmagement agencies, local
communities, users of Porcupine Caribou, scientific
and other interests, will make recommendations and
provide advice on those aspects of the conservation
of the Porcupine Car ibou Herd and its habitat that
require international co-ordination, including but
not limited to the following:

#

(1) the sharing of information and consideration of
actions to further the objectives of .this
Agreement at the international level?

(2) the actions that are necessary or advisable to
conserve the Porcupine Caribou Herd and its
habi tat;

(3) co-operative conservation planning for the
Porcupine Caribou Herd throughout its range;

(4 when advisable to conserve the Porcupine Caribou
Herd, recommendations on overall harvest and
appropriate harvest limits for each of Canada
and the United States of America taking into
account the Board's review of available data,
patterns of customary and traditional uses and
other factors the Board deems appropriate;

(5) the identification of sensitive habitat
deserving special consideration; and

(6) recommendations, where necessary, through the
Parties as required, to other boards and
agencies in Canada and the United States of
America on matters affecting the Porcupine
Caribou Herd or its habitat.

It is understood that the advice and recommendations
of the Board are not binding on the Parties; however,
by virtue of this Agreement, it has been accepted
that the Parties will support and participate in the
operation of the Board. In particular they will:

(1) provide the Board with information regarding the
conservation and use of the Porcupine Caribou
Herd and i1ts habitat;



&)

promptly notify the Board of proposed activities
that could significantly affect the conservation
of the Porcupine Caribou Herd or its habitat and

provide an opportunity to the Board to make
recommendations;

(3) consider the advice and respond to the
recommendations cf the Board; and

(4) provide written reasons for the rejection in
whole or in part of conservation recommendations
made by the Board.

International Responsibility

The Parties'wiTT consult promptly I'0o‘ consider appropriate”
action in the event of;

a.

significant damage to the Porcupine Caribou Herd or
its habitat for which there is responsibility, if
any, under international law? or

significant disruption of migration or other
important behavior patterns of the Porcupine Caribou
Herd that would significantly lessen the ability of
users of Porcupine Caribou to use the Herd.

Implementation

Co-operation and co-ordination under and other
implementation of this Agreement shall be consistent with

the

laws, regulations and other national policies of the

Parties and is subject to the availability of funding.

Interpretation and Application

All

questions related to the interpretation or application

of the Agreement will be settled by consultation between
the Parties.

Entry into Force; Amendments

a.

This Agreement which is authentic in English and

French shall enter into force on signature and shall
remain in force until terminated by either Party upon
twelve months' written notice to the other.



b. At the request of either Party, consu tations will be
held with a view to convening a meet .ng of the
representatives of the Parties to amend this
Agreement.

IN WITNESS WHEREOF the undersigned, being' duly authorized
by their respective Governments, have signed this Agreement.

DONE at , In duplicate, this day
of * 1987 in the English and 'French languages, both

texts being equally authentic.

(formulation for the Canadian text)

FOR THE GOVERNMENT OF FOR THE GOVERNMENT OF THE
CANADA UNITED STATES OF AMERICA

(formulation for the U.S. text)

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF
UNITED STATES’ OF AMERICA CANADA

5470T: 6/17/87
final 6/18/87



GENERAL RANGE OF THE PORCUPINE CARIBOU HERD
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