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legislation to authorize oil and gas leasing on the
coastal plain within the Arctic National Wildlife
Refuge, but opposing provision of that legislation
that would decrease the state®s royalty share from
that development.™

I would very much appreciate it if you would schedule HJR 21,
the ANWR resolution, for a hearing as soon as it is possible.

This resolution encourages development of ANWR while retaining

Alaska®s full 90 percent royalty.
similar to the resolution that was

It is sponsored by 31 members of the House.

IT you have any questions,

Assistant, Mark Handley at ext. 4968.

Thank you.

This resolution
introduced two year ago.

Is very

please contact me or my Legislative
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January 18, 1991

Dear Colleague:

On January 14, 1991 we introduced S. 109. The Arctic Coastal
Plain Public Lands Leasing Act of 1991. This bill would authorize the-.
Secretary of the Interior to lease the public lands of the Coastal Plain
of the Arctic National Wildlife Refuge (ANWR) 1in Alaska for oil and gas
exploration, development, and production.

We believe passage of this bill is vitally important to the people
of tlic United States. Our nation now imports nearly 50% of the oil it

consumes. This transfusion of foreign oil is dangerously high - fully
one-half of this nation®"s trade deficit can be attributed to the
importation of foreign oil. Our continuing dependence on other

countries to meet our energy needs dictates that American consumers
and (he U.S. economy will remain hostage to volatile energy prices and
unstable suppliers. For example, homeowners in the Northeast don"t
need to be reminded about the perils of purchasing heating oils during

these turbulent times.
. V

The current situation in Llie Persian Gulf also serves as a painful
reminder of the dangers of excessive dependence on imported oil.
This nation has long recognized the importance of this oil rich region
of the world and has been forced to defend foreign oil reserves while
we have not even fully explored our own domestic production
capabilities. And now we have the new dimension of 420,000 U.S.
troops in the Persian Gulf. These troops have been put in harms way
to combat naked aggression and keep oil flowing to the West. Each of
my colleagues must reflect on what actions this body will take to meet
eour responsibility to the people of the United States to establish

energy independence.

Without continued exploration and development of promising
domesdc areas, the situadon will only get worse. Every major oil field
in the United States is declining. Energy conservation, energy
cllicicncy, and development of alternative energy sources are all
important, but are not by themselves sufficient to solve the energy
problems we face today or over the next twenty to thirty years.

We must have continued domestic oil production. The Coastal
Plain of ANWR 1is the single most promising onshore area for the



discovery of significant oil reserves In the United States. Experts
believe it could be the third largest American oil Held ever discovered.
But we"ll never know unless we look.

In addition to domestic energy security, economic benefits and
employment opportunities would 1ilow to every State from opening
ANWR . Net economic benefit has been estimated by the Department
of the Interior to be $78 billion.

We do not have to choose between arctic oil development and
environmental protection. Production technology has proven that
Arctic oil development can be conducted in an environmentally sound
manner with minimal impact on Tfish and wildlife resources of the
Coastal Plain. As each new Alaska field lias gone into production the
"footprint” of development has gotten smaller. Alaska 3 Endicott field,
for example, currently the sixth largest domestic oil field, occupies a
mere 55 acres of surface territory and produces 110,000 barrels per
day.

We all share a concern that we not leave too large a "footprint™ in
pursuing domestic energy production. But as the Wall Street Journal
recently noted, "opening up a small sliver of Alaska®s tundra for oil
exploration simply recognizes that the welfare of human beings should
also be a factor in environmental policy.” Opening up ANWR would
impact just such a "sliver” of Alaska"s Coastal Plain. ANWR constitutes
a total of 19 million acres, roughly the size of the State of South
Carolina It already contains 8 million acres of designated wilderness,
an area larger than the State of Massachusetts. Of the remaining 11
million acres of ANWR, over 9.4 millfon acres are in non-wilderness
normal refuge management. The Coastal Plain which wc seek to open
to oil and gas leasing makes up only 8% of the total refuge and under
current development projections, less than 1% of the refuge would
actually be impacted by oil development. This is an area smaller than
Dulles International Airport (approximately 12,500 acres).

Those who oppose opening the Coastal Plain to oil leasing
contend that ANWR oil reserves would only provide a 200 day supply
of oil for our nation. This statement docs not reflect reality. Oil does
not simply spring from the ground all at one time; it takes years to
extract and produce oil from major fields. Under similar theoretical
assumptions Prudhoe Bay, the largest domestic oil field, which has
been producing for twenty years, would only provide a 600 day supply
of oil. The fact is the potential oil reserves of the ANWR Coastal Plain
could be the third largest American oil field ever and supply needed
domestic oil for the next twenty years.



We have enclosed for your information a copy of S. 109 as well as
a Fortune article entitled "Let"s Hunt for Oil.”" a Wall Street Journal
editorial entitled "0Oil and Cijibou Can Mix," and a Washington Post
column entitled "Wildlife or Oil." Each of these articles supports the
reasonable exploration and development of ANWR and we believe will
foster informed debate on the ANWR 1issue.

We urge your support of The Arctic Coastal Plain Public Lands
Leasing Act of 1991 and would be pleased to add you as a cosponsor of
this important legislation. Your staff can contact Alan Steinbeck in my
office at 4-3923, or we would be pleased to brief you personally to

provide additional information.

Sincerely.

Ted Stevens
United States Senator
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SENATOR FRANK H. MURKOWSK1 *

ARCTIC COASTAL PLAINPUBLIC LANDS LEASINGACT OF 1991

102ND CONGRESS

Mr. President, | rise today on behalf of the senior Senator from Alaska
and myself to introduce the Arctic Coastal Plain Public Lands Leasing Act of
1991. This bill would amend the Minerals Leasing Act of 1920 to authorize
the Secretary of the Interior to lease the public lands of the Coastal Plain of
the Arctic National Wildlife Refuge (ANWR) on the North Slope of Alaska for

oil and gas exploration, development, and .production.

At the same time, this bill would require that all oil and gas
exploration, development, production, and transportation activities would be

conducted in an environmentally sound manner.

I believe the passage of this act is vitally important to the people of the

&

United States.

l ask my colleagues to reflect for a moment and consider the United

States as a body, a living human body. Visualize for a moment different
sectors of our nation as diiferent parts of the body. Agriculture, fishing,
mining, and forestry are the foods the body consumes. Industry and

manufacturing turn those foods Into powerful muscles. Air. land, and sea

transportation are the bones that support the body. Education, creative
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agencies, and government are the mind. Mr. President, in America today,

oil is the blood.

Oil moves the food that we eat and the clothes that we wear.
Oil powers our mills and factories.

Oil heats our offices and homes.

Oil moves us toour work and to our play.

Can you imagine our nation without oil?

Without oil, we would cease to function.

Let me now state an indisputable and disconcerting fact- United
States oil production is in deep decline. Every major oil field in the United
States is declining. Inmy own state of Alaska, the Prudhoe Bay Field, which
supplies 24% of our nation®s oil production is declining at a rate of 10% ner
year. Department of Energy projections state that a decline of 10% per year
will result in a shut down of the Trans Alaska Pipeline System within ten

years.

Because of declining domestic oil production and continued high oil
demand, nearly one-half of our nation3 oil supply must be imported. This
transfusion of foreign oil is excessive and we have become overly dependant
on other countries to solve our energy problems. Imported oil accounts for
nearly one-half of our annual trade deficit, and imports from Japan accounts

for most of the remaining half.

roi

M3
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I do not need to dwell on tiie dangers of excessive imports of foreign

oil and dependence on other countries.

Last week, the fervent chant "No blood for oil!" echoed off the walls of
this chamber. I understand-the concern behind the sentiment. However,
the best way to address the dangers of a war over oil Is not through
disruptive protest, but through increased domestic oil production and other
domestic energy saving measures to reduce our chronic dependence orT

foreign oil.

The Alaska delegation has advocated opening the ANWR Coastal Plain
for more than a decade now- it didn"t take the aggression of Saddam
Hussein and the threat to the world oil supply for us to recognize that, our

country is overly dependent on foreign oil.

Congress®™ failure in the past to act on ANWR exploration leaves the
United States in a position of not knowing the extent of the oil reserves of
the Coastal Plain. We have soldiers in the Persian Gulf defending foreign oil

reserves when we don Teven know the extent of our own oil reserves.

e Mr. President, don"t we have a responsibility to those soldiers and
their families to do all that we can to explore and develop our own country®"s

oil potential and reduce our country"s dependence in the Persian Gull?
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Alaska Is not alone In the 7lew that this Is the time to open the Coastal
Plain. There Is a growing national awareness that the time Is right to allow

oil and gas exploration, development, nnd"producllon In the Coastal Plain.

In 1987 Charles Krauthammer wrote In the Washington Post.

"There may soon be dead Americans Iri the*Persian Gulf. And In the
final analysis, when Americans die there, they die for oil. Domestic
American oil production Is declining. The Prudhoe reserves will be
gone within 10 to 20 years. The Arctic National Wildlife Refuge holds

the promise of replacing that tlow."

On January 9, 1991, Wall Street Journal editorial titled "0il and

Caribou Can Mix" states,

"_..openingup a small sliver of Alaska®™s tundra for oil expiration simply

recognizes that the welfare of human beings should also be a factor in

environmental policy."

The cover article of the January 28. 1991 issue of Fortune magazine 1Iis

entitled "It's Time to Drill Alaska®s Refuge.”™ The cover article states,

"America needs more domestic energy. The risks of exploring the
Arctic wildlife preserve are far fewer- and the potential rewards vastly”

.greater— than most people realize.._Eskimo leader Jacob Adams says.

Ther ;3 enough refuge.

141
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IMr. President, | ask unanimous consent to have these three articles

entered into the record 1in their cntirety.J

Mr. President, my colleagues may ask. "How much refuge is there?".
ANWR 1is 19 million acres, the size of the State of South Carolina. Italready
contains 8 million acres of designated wilderness. This is larger than the
State of Massachusetts. Over 9.4 million acres of the refuge are In non-
wilderncss normal refuge management. The Coastal Plain which we seekin
open to oil and gas leasing makes up only 8% of the total refuge and under
current development projections, less than 1% of the refuge would actually

be impacted by oil development. " This is an area smaller than Dulles

International Airport!

1 also agree that the risks of exploring in ANWR are fewer and the
potential rewards are greater than people realize. 1 am concerned that this
Is true even within the Senate. Therefore. 1 will soon be speaking every
week in morning business on this topic. 1 will present "The ANWR Series.”
This will be a series of floor statements about the refuge, its environment,

its people, the oil and gas potential, the extent and impact of possible

development.

If large reserves of oil arc found irt the Coastal Plain, itwould have a
dramatic effect on the economy of the United States. We spent some $50
billion on imported oil last year. Consider the boost to the American
economy ifwe could reduce that by half and Invest it in American energy*

production. Itcould create thousands ofJobs and stimulate many sectors ol

our eco*«u*~>y

151
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Those who oppose opening the Coastal Plain to oil leasing eontend
that ANWR oil reserves would®only supply a 200 day supply of oil for our
nation. This statement does not reilect the real world situation. Oil doesnt
just spring from the ground, it takes years to extract and produce oil fronm
major fields. Under similar theoretical assumptions Pnidhoe Bay, the
largest domestic oil field, which has been producing for twenty years, would
only supply a 600 day supply of oil. The fact Is the potential oil reserves of
the ANWR Coastal Plain could be the third largest American oil field ever

and supply needed domestic oil for the next twenty years.

Exploration, development, and production of the potential oil reserves
of the ANWR Coastal Plain alone will not solve our nation®s energy problems.
We must strive for more energy conservation. We must increase our energy

efficiency. We must continue to develop alternative energy sources.

But conservation, efficiency, and alternative sources are not vet
SVflfcten.t to. solve the problem s we face todav or over the next twenty to

thirty years.

These are important actions and worthy goals for the future. They are
fundamental steps of a long-term process to prepare for the day when we

have no more oil.
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America needs conJnuing domestic production of oil and gas. The
Coastal Plain of ANWR 1Is the single most promising onshore area for the

discovery of significant oil reserves in the United States.

mm

Mr. President, the environmentally sound oil and gas leasing of the
Coastal Plain of ANWR has the support, of the entire Alaska delegation, the

Governor and people of Alaska, and the President of the United States. -

Hard working families from one end of this country to the other

support it

It is time for the Congress to act.

-

Mr. President, I am pleased to submit the Arctic Coastal Plain Public

Lands Leasing Act of 1991.

171

11310
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102nd CONGRESS

1st Session

SJOf

To amend the Mineral Lands Erasing Act of 1920 to authorize the
Secretary of the Interior to lea."e. in an expeditious and
environmentally sound manner, the public lands within the
Coastal Plain of the North Slope of Alaska for oil and gas

exploration, development, and production.

INTHE SENATE OF THE UNTIED STATES

Mr. Murkowski (for himself and Mr. Stevens) introduces the following

bill;

A BILL

To amend the Mineral Lands Leasing Act of 1920 to authorize the
Secretary of the Intenor to lease, in an expeditious and

environmentally sound manner, the public lands within the

U)
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Coastal Plain of the North Slope of Alaska for oil and gas

exploration, development, arid production.

Be it enacted by the Senate and House of Representatives of the
United States gf America in Congress assembled.
That this Act may be cited as the "Arctic Coastal Plain Public lands

Leasing Act of 1991".

CONGRESSIONAL FINDINGS
Sec. 2. As the basis for the declaration of policy and
authorizations set forth in subsequent provisions of this Act, the
Congress finds that-

(aJ the United States® domestic crude oil production is in
substantial decline and dependence upon unreliable foreign
sources of oil has grown to an excessive and unacceptable level;

(bj the ability of the United States to compete effectively
in an international economy 1is jeopardized by an. excessive
dependence on foreign oil:

(cj excessive dependence on foreign oil threatens national
security, imposes severe risks to the lives of United States
sendee men and women, and creates unacceptable costs to the
national defense;

(d) productior n-om the Prudhoe Bay oil fields on Alaska 3

North Slope, which now constitutes 24 per centum of the

12]
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Nation®s total domestic crude oil production, has begun to
decline at approximately 10 per centum per yean

() Without additional significant crude oil input to the
Trans Alaska Pipeline System, pipeline shutdown will occur
within ten years and will result in lost oil reserves of at least 1.0
billion barrels of crude oil;

() in 1980, Congress directed the Secretary of the
Interior to study the oil and gas potential and the fish and
wildlife resources of the 1.5 million acres of public land in the
Coastal Plain;

(@ reports prepared by the Department of the Interior
and other Federal, State, and private groups clearly indicate that
the lands within the Coastal Plain constitute the most
outstanding onshore oil and gas prospect in the United States
with potential reserves in place estimated to be from 4.8 to 29.4
billion barrels of crude oil;

(h) the results of twenty years of operations at Prudhoe Bay
provide compelling evidence that carefully planned and
executed oil and gas exploration, development production, and
transportation on the public lands is compatible with the North
Slope"s fish and wildlife resources and the needs of subsistence
users of those resources; and

(@ the long, ten or more years, lead time required for
development of one or more major new North Slope oil fields
requires a prompt decision by Congress on the future use of the

public lands within the Coastal Plain.

(31

1413

(8 >
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DECORATION OF POLICY

Sec. 3. (@ The Congress declares that It Is in the national interest

of the United States to:
(1) permit exploration, development, production, and

transportation of the oil and gas resources within the public

lands of the Coastal Plain, which is-
(AJ located to the east of Prudhoe Bay. an area where
intensive oil exploration, development and production has
been conducted in an environmentally sound manner, and

(BJ served by an existing crude oil pipeline and
tanker transportation system:
(2) authorize an exploration and development program for
the oil and gas resources of the public lands of the Coastal Plain
which has the support of the State of Alaska, the North Slope

Borough, the Village of Kaktovik, and other local governments 1in

Alaska, and.the Inupiat Eskimo people of the North Slope, and
which will serve the vital interests of the Nation, Including-

(AJ national security, by providing dependable new

sources of domestic oil production outside of the control

and influence of the Organization of Petroleum Exporting

Countries or other countries subject to internal or regional

political in tahilides:

(BJ the interests of American <consumers, by

expanding domestic sources of reasonably priced gasoline.
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diesel, jet fuel, heating oil. and other crude oil products:

and

(C) the national economy, by improving the balance

of trade through reductions 1in foreign oil imports, by

generating new economic activity, by creating new jobs,

and by reducing the Federal deficit through increased tax.

competitive bonus bid and royalty revenues.

(b) The Congress hereby declares that it is the policy of the
United States that-

(&N exploration, development, production, and
transportation of the oil and gas resources of the public lands
within the Coastal Plain, the Nation®s foremost prospect for the
discovery of new giant and super-giant oil fields, should be
authorized and should proceed with dispatch: and

(@) such activities should be conducted in a manner

consistent with the protection of the fish and wildlife resources
and environment and the needs of the area 3 subsistence users

which utilize the public lands of the Coastal Plain.

COASTAL PLAIN
Sec. 4. The Mineral Lands Leasing Act of 1920, 41 Stat 437. as
amended, is further amended by adding a new subchapter X at the end

of chapter 3A--Leases and Prospecting Permits (30 U.S.C. 181) to read

as follows:

"SUBCHAPTER X-COASTAL PLAIN LEASING

"AUTHORIZATION FOR LEASING OF THE COASTAL PLAIN

(5)
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"Sec. 288. (@)(@) The Congress hereby authorizes and directs (he
Secretary of the Interior, through whatever agency of the Department
he deems appropriate, to take such actions as are necessary to
establish and promptly implement a competitive oil and gas leasing
program that will assure the expeditious exploration, development,
production, and transportation of the oil and gas resources of the
public lands of the Coastal Plain.

"(2) This authorization includes, incorporates, and supplements
the provisions of the Mineral Leasing Act of 1920 and other existing
Federal laws on oil and gas leasing, exploration, development, and
transportation on public lands, and grants such new legislative
authority as is necessary to enable the Secretary to authorize and
permit all such activities as are required to achieve the expeditious
exploration, development, production, and transportation of the oil
and gas resources within the public lands of the Coastal Plain. These
authorizations include all activities associated with and required in the
exploration, development production, and transportation of the oil
and gas resources of the public lands within the Coastal Plain, and

include, but are not limited to. the authorization and granting of

.rights-of-way, permits, leases, use permits and such other

authorizations as are necessary to facilitate exploration, development
production and transportation of oil and gas resources on the public
lands within the Coastal Plain.

"(3) The Coastal Plain leasing program required by subsection (8

shall include the following elements:

(6)

Lftrit)
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"(AJ The first lease sale shall he conducted within twelve
months of the date of enactment of this Act

"(B) The Secretary is authorized to grant to the highest
responsible qualified bidder or bidders by competitive bidding,
under regulations promulgated in advance, oil and gas leases on
unleased public lands within the Coastal Plain. Such regulations
may provide for the deposit, of cash bids in an interest-bearing
account until the Secretary announces his decision on whether
to accept the bids, with the interest earned thereon to be paid
to the Treasury as to bids that are accepted and to the
unsuccessful bidders as to bids that are rejected. The bidding
shall be conducted as determined by the Secretary pursuant to
bidding systems included in. section 205(A)(1) (A) through (H) of
the Outer Continental Shelf Lands Act, as amended, of 1978 (43
U.S.C. 1331).

"(C) An oil and gas lease issued pursuant to this Act for
public lands, within the Coastal Plain shall be for a lease tract
consisting of a compact area and not exceeding more than twr
thousand five hundred and sixty acres, as the Secretary may 1in
his discretion determine.

"(D) Each lease shall be issued for an initial period ofup to
ten years and shall be extended for so long thereafter as oil and
gas is produced in paying quantities from the lease or unit area
to which the lease is committed or as drilling or reworking

operations as approved by the Secretary are conducted thereon.

™

10017



"(E) In the conduct of competitive lease sales under the
authority provided by this Act, the Secretary shall seek to
maximize the revenue paid to the Treasury, but in doing so shall
make reasonable efforts to conduct lease sales in a manner
which will enable Independent oil and gas producers, acting
alone or in combination with other independent, producers, to
have a competitive opportunity to successfully bid on leases
granted under the authority of this Act.

"(4J This Act shall be considered the primary land management
authorization for all activities associated with exploration,
development, and production of oil and gas on public lands within the
Coastal Plain. No land management review shall be required except as
specifically authorized by this Act

"(5) Activities undertaken pursuant to this section shall include
or provide for such conditions, restrictions, and prohibitions as the
Secretary deems necessary or appropriate to mitigate reasonably
foreseeable significant adverse effects on fish and wildlifr and their
habitat pursuant to subsection 288(b) of thisAct

"(6) The Secretary is authorized to permit subject to reasonable
rules and regulations, on public lands within the Coastal Plain all
activities described in subsection 288(a) which are conducted by the
owners of private lands within and/or adjacent to the public lands
within the Coastal Plain.

"(7) All receipts from sales, rentals, bonuses, and royalties on
leases issued pursuant to this Act shall be deposited Into the Treasury

and i.Tocated in accordance with applicable law.

(8)
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"OTHER LEASING PROVISIONS AND CONSIDERATIONS

"(bJHJ Prior to conducting a competitive oil and gas lease sale
pursuant to section 288(a), the Secretary shall promulgate such
stipulations, rules, and regulations as he determines are necessary and
appropriate to ensure that oil and gas exploration, development,
production, and transportation activities undertaken in the public
lands within the Coastal Plain are conducted in a manner to achieve
the reasonable protection of the fish and wildlife resources,
tmviromnent, and subsistence users which utilize the public lands
within the Coastal Plain.

"(2) The "Coastal Plain Resource Assessment”™ (April 1987)
prepared by the Secretary pursuant to section 1002(h) of the Alaska
National Interest Lands Conservation Act of 1980 (Public Law 96-487)
cind the legislative environmental impact statement incorporated into
the Coastal Plain Resource Assessment pursuant to the National
Environmental Policy Act of 1969 (Public Law 91-190) shall satisfy all
legal requirements under those laws with respect to any action taken
to develop rules and regulations and procedures for a competitive oil
and gas leasing program or to conduct particular lease sales on the
public lands within the Coastal Plain. No further studies, reports, or
assessments shall be required before the Secretary or other
appropriate Federal officials may take such action.

"(3) Nothing in this Act shall be construed to affect the
applicability of the National Environmental Protection Act of 1969 to
phases of oil and gas development production, and transportation

conducted subsequent to initial leasing and exploration. Consistent

(9)
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with the general authority of the Secretary as described in subsection
288(a) of this Act, all Federal and State environmental laws of general
applicability to oil and gas operations and permitting shall continue to
be applied.
IMPACT AID

"(c) The Secretary, after consulting with the Governor of Alaska
and the North Slope Borough Assembly and Mayor, is authorized and
directed to provide such impact aid, planning advice, and other
appropriate assistance to communities on the North Slope and
elsewhere in Alaska as is required to ensure the availability of public
services needed to accommodate oil and gas exploration,
development, production, and transportation on the public land within

the Coastal Plain.

DEFINITIONS
"(e) For purposes of this Section-
"(1) The term “Secretaryl means the Secretary of the
Interior; and
"(2) The term "Coastal Plain® means those public lands identified in
section 1002(b)(1) of the Alaska National Interest Lands Conservation

Act of 1980 (Public Law 96-487).".

(10)
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Energy Secretary: "ANWR Most Important Element™ Of Strategy

WASHINGTON, D.C. - Energy Secretary Admiral James Watkins told
Senator Frank Murkowski (R-Alaska) Thursday that opening Alaska“s
Arctic National Wildlife Refuge (ANWR) to oil and gas leasing is "the
most Important element™ In funding alternative fuel and other
conservation-oriented programs in the national energy strategy
announced Wednesday by President Bush.

Watkins comments came 1in testimony before the Senate Energy
Committee while responding to questions from Murkowski, who 1is the
ranking Republican member of the Committee®s Public Lands
subcommittee.

Murkowski alsc Juestioned Watkins on how the federal

government plans to deal with revenue-sharing from ANWR

development. Watkins Indicated the document released Wed .esday

assumes there will be no revenue-sharing with Aiaska, but, he said, "I
can tell you also that | believe this is the area where we will have to
work with you and the Congress.””

Murkowski, along with other Alaskan members of Congress and
Governor Wally Hickel, has strenuously opposed changing the current
revenue-sharing law, which would give the State of Alaska 90 percent
of all revenues. A bill introduced by senators Bennett Johnston (D-
Louisiana) and Malcolm Wallop (R-Wyoming) would reduce the Alaska
share to 50 percent, and the federal Office of Management and Budget

has argueci that the federal government should keep 100 percent of

the money. Watkins appeared to be hinting that the Administration Is

still considering some accomodation.

(more)
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Watkins said he expected the legislative language his
Department plans to release soon will be consistent with the strategy
document, then told Murkowski: "This legislative package docs not
mean the end of the world. We want to reach a harmonious

agreement."
In a clear reference to a meeting between Murkowski and
President George Bush on Tuesday of this week, Watkins continued, "l

cannot predict how influential you®ve been with this legislation. Ifyou

are not satisfied with the final package, we will have a lot ofwork to

do."
#Hit#
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Press Secretary

Congressman Youn e es White House Briefin
: On Na |ona nergyhl&ollcy J

Washington, D.C. - Alaska Congressman Don Young today met
with President George Bush and members of the Administration for a
White House briefing on the new national energy policy.

Attending the meeting were Bush, White House Chief-of-Staff John
Sununu, Secretary of the Interior Manuel Lujan, Secretary of Energy James
Watkins, Director of the Office of Management and Budget Richard Darman,
Senators Frank Murkowski (R-Alaska), Malcolm Wallop (R-Wyoming), Bennett
Johnston (D-Louisiana) and Young (R-Alaska).

Senator Ted Stevens (R-Alaska), who is traveling in the Persian Gulf, asked
Young to relay his concerns directly to the President.

"Overall, it was a good meeting and | think the President has come up with
a good proposal,” Young said after the 45-minute meeting. "I've been calling for
a national energy plan for many years and | think the Bush Administration has a
good start toward striking a balance between resource development and energy
conservation programs.”

However, Young expressed concern about a revenue-sharing provision in
the plan which would give the federal government a 100 percent share of
revenues from oil development in the Arctic National Wildlife Refuge (ANWR).

"| expressed my strong opposition to the ANWR revenue-sharing
provisions and the reasons why | want Alaska to receive a 90-10 revenue split,"
Young said. "Alaskans have known about the potential problems with the



revenue split for some time. This is nothing new as everyone has seen ANWR as
a major revenue producer and we know we must fight hard to protect our stake.

"Despite our differences at this time, I'm confident that President Bush will
work with Alaskans to see that we're treated fairly."

Young has introduced legislation in die U.S. House of Representatives
calling for a 90-10 revenue split for Alaska from ANWR development. Young,

the Ranking Republican on the House Interior Committee, has more than 100 co-
sponsors of his bill.

"I'm pleased dial this Administration has come forward with a national
energy plan and a proposal to open ANWR to oil and gas development,” Young
said. "And even though we're far apart in terms of how the ANWR revenues
should be allocated, I strongly feel that we should start moving forward with
legislation to open ANWR and take care of the details as wc move along.

"The Administradon’s position is that the nation needs the revenues to fight
the deficit problem. | explained that wc have a statehood compact with the
federal government and we want a 90-10 split for Alaska."

Young also expressed his concerns about die national wetland policy, which
he said must be created in a fashion that recognizes the unique needs and

circumstances of Alaska.
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Murkowski and Bush meet on ANWR

Senator Frank Murkowski and Congressman Don Young met with President Bush and his top
energy advisors for approximately 1 1/2 hours Tuesday afternoon, to discuss the Administration's
proposed national energy strategy. 'Hie Administradon plan, to be revealed later this week, calls
for leasing the coastal plain of die Arcuc National WidJife Refuge (ANWR), but recommends that
the Federal government receive 100% of the revenues from the leasing fees and from oil and gas
royaldes if petroleum is found there. Murkowski said he and Young took the opportunity to brief
the President personally on why Alaska feels that die Administradon revenue plan violates die
Alaska Statehood Act.

Murkowski issued the following comment;

"Vm \ery disappointed in the Administration proposal. It's yet another
example of an old story, where the Office o f Management and Budget counts
100 % of the anticipated ANWR revenues when it prepares budget documents,
then uses thosefigures to drive policy.

"I spent about an hour and half with the President, and | think he now has a
much clearer understanding of why Alaska has problems with OMB'S approach.
It'sjust not acceptable. Alaska has a compact with the Federal government that
callsfor 90 % ofthe revenues to go to Alaska, and any change to that is a
violation ofour contract. The President was receptive, and indicated he would
try tofind a way to achieve something more acceptable to Alaskans.

"ANWR itselfremains the cornerstone ofa realistic energy policy for this
country, and anyone interested in a truly comprehensive policy knows it."

"We have to remember there is still a long way to go before any bill becomes
final, and the Senate will be examining several proposals including my own bill
callingfor 9o % ofthe revenues to go to the State. My position is unchanged.
Alaska should continue pushingfor all that it is entitled to, it should be willing to
bargain hard if that is needed, and it should be prepared to take the issue to court

if necessary."

Those attending die meeting in the Oval Office included the President, Senator Murkowski,
Congressman Young. White House chief of staff John Sununu. Interior Secretary Manuel Lujan,
Energy Secretary James Watkins, OMB Director Richard Darman. Senate Energy Committee
Chairman Bennett Johnston (D-LA), and the ranking minority member of the Senate Energy

Committee, Senator Malcolm Wallop (RAVY).
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MURKOWSKI SAYS ENERGY BILL "BLACKMAILS" ALASKA

Senator Frank Murkowski of Alaska said today that oil leasing provisions
for the Arctic National Wildlife Refuge (ANWR) backed by the chairman and
ranking member of the Senate Energy and Natural Resources Committee
"blackmail™ Alaska. The provisions are In a comprehensive energy-policy bill
introduced today by senators Bennett Johnston (D-Louisiana) and Malcolm
Wallop (R-Wyoming). Although Murkowski noted the bill has many good
points, he vowed to fight a clause that would drop ANWR leasing if the State
of Alaska sued the government for a larger share of ANWR revenues. Current
law is for 90% to go to Alaska, but the new bill would create a 50-50 split.

Murkowski comments...

"The Johnston-Wallop measure is a step toward a badly needed
comprehensive energy policy, and environmentally sound exploration and

development of ANWR is its cornerstone.

"ANWR 1is the key to initiatives that environmentalists have demanded for
years: things like alternative energy and new conservation measures. But
the environmental community needs to understand that shipping ANWR out
of this bill would make the entire package collapse. Ifthat occurs, they will
bear the responsibility for killing the national energy strategy.

"ANWR must be a part of the package, but I cannot support the present
language on ANWR. It violates Alaska®s compact with the federal government
by calling for a 50-50 revenue split instead of the 90-10 division now 1in
effect, but even worse, It has a blackmail clause that would totally strike the
ANWR authorization ifAlaska seeks aJudicial review of the revenue split.

"ItS an unconscionable attack on Alaska"s rights as a state. Itisan affront
to all Alaskans and inmy opinion 1t is probably unconstitutional.

"It's like Alice"s adventures In Wonderland, where the Red Queen said.
"Sentence first-verdict afterward.® This is saying. ffyou win, you lose!”

"I remain dedicated to seeing ANWR become a part of the nation's
strategy, but I will vigorously fight against the blackmail clause and for Alaska

to receive itsfull share ofANWR revenues."



02/03/91 19:08 ©202 224 3301 SEN. MIRKO"SKI STATE OFFICES 21002

Energy Bill "Blackmails"™ Alaska
February 5. 1991

Background

e Leasing ANWR could generate up to $3.3 billion over the next 5 years,
according to the Ofllce of Management and Budget.

e Government believes ANWR could be the United States®" third-largest
onshore oil field ever. Development could yield up to 1.5 million barrels
of oil per day for 20-30 years. The net overall national economic benefit
could reach almost $80 billion, with a net benefit to the Alaska state

economy of $7- to $10 billion.
e Dept, of Energy estimates there Isa 46% chance of finding significant oil

and gas deposits.

e Oil from ANWR would both reduce dependence on foreign oil and the
outstanding trade deficit. Currently, the U.S. imports approximately 50%
of its oil needs. At a 1989 cost of $45 billion, imported oil accounts for
40% of the total U.S. trade deficit.

e Production from all current U.S. fields Is dropping, and now stands at 7.3
million barrels per day, the lowest in 26 years. Alaska®s Prudhoe Bay field
currently provides 24% of the total U.S. production, but is declining at
10% per year.

« ANWR is 19 million acres overall, of which 8 million acres, or 42%, 1is
designated wilderness. Slightly over 1.5 million non-wilderness acres
would be subject to exploration. The total expected "footprint” of any
developed oil fields would be only 12,500 acres, or Just .07% of the total

acreage in the refuge.

HHH#H#
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January 30, 1991
Contact: Steve Hansen (202) 225-5765

Press Secretary

Congressman Young Introduces Legislation
. T0o Open ANWR
To Oil And Gas Development

W ashington, D.C. - Alaska Congressman Don Young today
introduced legislation to open the Arctic National Wildlife Refuge
(ANWR) for environmentally sound oil and gas leasing, exploration
and development.

Young said that his legislation, entitled the "Arctic Coastal Plain Domestic
Energy Leasing Actof 1991", is designed to "create thousands of new jobs and
play a key role in the stabilization of our national energy security."”

"This legislation will accomplish what an overwhelming majority of
Alaskans have wanted for the past several years - authorization for the Secretary

of Interior to expeditiously lease a small portion of ANWR for the

environmentally-sound leasing, exploration and development of oil and gas,"” said
Young, the Ranking Republican on the House Interior Commi ittee.

"As Congress and the Bush Administration moves to reduce America's
growing dependence on foreign oil. supplies, wc must seek increased domestic
production. W ithout a doubt, the most promising oil and gas province in North
America lies in the ANWR area.”

Young said that he has more than 100 co-sponsors of his legislation and "1
fully expect to get more in the coming weeks."

Young noted that in die 103th Congress, ANWR legislation he supported
was approved by a key subcommittee and the full Merchant Nfarinc ;ftid Pishcries

before being delayed in the Interior Committee. Young rc-introduccd an ANWR



bill in the 101st Congress, but die Prince William Sound oil spill put the

legislation on hold.
"Now that we've approved a comprehensive national oil spill bill that

addresses many of the problems of oil transportation, the time is right to move

forward with an ANWR development bill," Young said.
"If wc take a prudent and deliberate course now, wc will be able to

undertake oil and gas development in ANWR in the most environrncntally-sound

manner possible.
"Alaskans have proven that die Arctic area of our nation cun be developed

in conjunction with environmental protection. An overwhelming number of

Alaskans support opening ANWR, as docs the Hickel Administration, llie Alaska

Congressional Delegation and die Bush Administration. Now is the time to move

forward - bodi for Alaska's economic future and America's energy security.”

(Atnskn Congressman Don Young is tho Ranking Republican on the U.S.
House Committee on Interior Affairs and a senior member of the Merchant Marine

and Fisheries Committee. lie Is now serving his IUlh term as Alaska's lone
member in the U.S. House of Representatives.)

# # #
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MURKOWSKI INTRODUCES ANWR BILL

U.S. Senator Frank Murkowski today introduced a bill to authorize
environmentally sound oil and gas leasing in the coastal plain, of the Arctic
National Wildlife Refuge (ANWR) in Alaska. Under the Murkowski bill,
existing law requiring a 90%-10% split of revenues between the State of
Alaska and the Federal government would be maintained. The first lease
sale would have to be offered by the Department of the Interiorwithin one
year after the bill passed. Ten-year leases would be offered on tracts ranging
in size up to 2,560 acres. The bill also directs the Department to ensure
that a "competitive opportunity” is available to smaller, independent oil and
gas producers. Senator Ted Stevens ofAlaska cosponsored the bill.

Murkowski comments...

"The passage of this bill is vitally important to the people of the United
States. If the United States were a living organism, oil would be its lifeblood.
Nearly halfofour oil supply now comesfrom transfusions from other
countries.

"The Alaska delegation has advocated opening the ANWR coastal plainfor
more than a decade... it didn't take the aggression of Saddam Hussein to
know that our country is ovedy dependent on foreign oiL _ _

"Congress’ pastfailure to act on ANWR exploration leaves die United
States in a position of having soldiers in the Persian Gulf defending foreign
oil reserves when we don't even know the extent of our own reserves.

"ANWR alone will not solve oar nation's energy problems; we must strive
for energy conservation, we must increase energy efficiency, and we must
develop alternative energy sources. However, conservation. efficiency and
alternatives are not enough to solve the problems weface today or over the
next 20 to 30 years.

"The risks of exploring ANWR cue fewer and the potential rewards greater
than people realize. Tofully express thesefacts, | intend to begin a weekly
series of statements about the refuge, its environment, its people, its oil and
gas %otentlal, and die extent and impact of possible development

"l believe we have a responsibility - to ourselveto our clrldren, and to
those who now stand ready in the Persian Gu[f - to put aside both
preservationist and pno-development rhetoric, and make a balanced,
realistic decision based on thefacts. 1nm cotijident the facts support the
exploration of this small non-wildemess portion of the Arctic Wildlife

Refuge.*
-more-
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January 14, 1991
Page 2

Senator Stevens comments.,,

"Today, we import more than one-half of our energy needs, with a
large portion of that supply comingfrom the volatile Middle East That
leaves the U.S. precariously tied to thefate of that region.

~"Unless we take dramatic steps now to reverse our dependence on the
Middle East and other outside powers, we are inviting an economic Pearl
Harbor. There is only one answer - ANWR. _ _

~Interior Department estimates project an oil reserve of three to nine
billion barrels in ANWRs coastal plain. That's enough oil to replace every
drop of oil we importedfrom Kuwait and Iragfor as long as 27 years."

Background.*

Bids for oil and gas leases inANWR could generate up to $3.3 billion over
the next 5 years, according to the Office ofManagement and Budget.

Interior Department experts believe ANWR could turn out to be the
United States "third-largest onshore oil field ever. They estimate oil
development in ANWR could yield up to 1.5 million barrels of oil per day for
20-30 years. The net overall national economic benefit could reach almost
$80 billion, with a net benefit to the Alaska state economy of $7- to $10
billion.

ITf significant oil and gas deposits are found in ANWR. the U.S. could both
reduce its dependence on foreign oil and its outstanding trade deficit.
Currently, the U.S. imports approximately 50% of its oil needs. At a 1989
cost of $45 billion, imported oil accounts for 40% of the total U.S. trade
deficit Meanwhile, production from all current U.S. fields is dropping, mid
now stands at 7.3 million barrels per day. the lowest in 26 years. Alaska3
Prudhoe Bay field currently provides 24 % of the total U.S. production, but is
declining at 10% per year.

ANWR encompasses a total of 19 million acres, ofwhich 8 million acres,
or 42%, 1is designated wilderness. Slightly over 1.5 million non-wildemess
acres would be subject to exploration. The total expected "footprint”’of any
developed oil fields would be only 12.500 acres, or just .07% of the total

acreage in the refuge.

. H¥ Y
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February 20, 1991

To: Mark Handley, via Representative Gruenberg, House Majority Leader

Fr: Dan Kish, Minority Staff Director, House Interior & Insular Affairs Comm.
U.S. Rep. Don Young

Re: Oil & Gas Committee Meeting

I have reviewed your faxed copy of the proposed resolution HJR #21, concerning the
disposition of revenue from an ANWR leasing scenario.

If I might suggest, a couple of points. In addition to conveying the resolution to
Chairman Udall, | would suggest it also be sent to Vice Chairman George Miller. In
Mr. Udall’s absence due to rehabilitation from a serious fall earlier this year, Mr. Miller
has been granted all the powers and duties of the Chairman pending his return.

Furthermore, | would suggest that any such resolution address the so called "blackmail”
clause”, in which under expedited judicial review, if the state was successful in pursuing
in court its claim under the statehood act to the 90-10 split, that the authorization for
leasing is revoked. This is a particularly heinous example of congressional meddling, for
two reasons. First of all, it reduces the entire issue of ANWR to a financial one,
ignoring the all too stark implications of a growing U.S. dependence on foreign energy
upon our security and our balance of trade. This is clearly primarily a federal interest,
although the state is (and should be) interested in this as well. Furthermore, it
significantly affects the equal footing of the state and federal governments in that if the
state pursues its rights in court successfully, it voids the statute authorizing leasing.

In essence, we have rights, but if we pursue them and succeed in the courts in
establishing them, we get the shaft, and the national interest implications of ANWR are
denied the U.S. public.

Suggested language: page 2, line Il, continued.

"And furthermore, the Alaska State Legislature considers current efforts to diminish the
legal rights inherent to the State of Alaska in the U.S. Congressional debate over the
authorization of leasing of AN WR to be a serious affront to federal-state relations and by

extension, to diminish the rights of all States of the Union."

Something along those lines, and then ask that it be sent to all the state legislatures
nationwide - maybe the home folks can help us with the effort, especially if they view
this development as precedential to their own states’ rights.

Good luck.
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Royalty hikes could lower bids, Stevens says.
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, Any gain the state night see from
raining  companies' royalties to the
suu from the Arctic National Wildlife
Refug™ rriljtht be canceled by resulting
tower exploration bldt, US. Sen. Ted

Stevens, R-Alaiks. cautioned Tuesday.

Gov. Waller J nickel and US. Rep
Don Young >aid Monday that Alaska
may be willing to chare ANWR reve-
nuei evenly with the federal govern-
ment If oil companies pay mote in royal-

Thai toes™ fucceaa would depend on
oil companies’ willingness to Increase
their exploration btik, Steveni said to
Anchorsg*.

'"The amount of money the toduatry
will pay for (he right to loot la fairly
high.” Steven* aald. "But If the Industry

ties

F1

Royalties

Continued from page BL

royalty proposal

inI Y ﬁ]dtﬁ)stry representatives
preferred not to comment on the
governor's proposals for chang-
ing the royalty requiremenu

"The governor obviously is
trying to do the best he can for
Allaska, but it this point we can-
not comment." said Toro Cook.
Chevron USA Inc.'s exploration
representative for Alaska.

“As | understand tt. the
(ANWR) royalty would be In-
creased by some percentage,”
said Jim Palmer, a spokesman
for BP Exploration (Alaska) Inc.
“By doing so. (his auuJd change
the economics of the bidding pro-
ces. It's a fact of Uke that this
has to be factored Into the ecpia-
don."

"We've seen no numbers; to
we can't comment." laid Dave
Parrish, a spokesman for Exxon
Co. USA

Stevens, Young, Hktel and
Murkowski met  rec-ntfy to
Washington, D.C, to discuss
ANWR development.

"We're trying to wort Co the
same wavelength." Sieve* said,
adding that HKIri and Young's
newest Idea was one of many to
be considered.

Hicke] and the congressional
members want Alaska toreceive
90 percent of the royalties from
federal leases and od develop-,
meet, with the federal gcNtrv-
meni getting 10 percent. They

L] L] L]

say Alaska Is guaranteed the ad-
vantage to Its statehood com
pact.

But Stevens said last week
neither Congress nor President
Bush supports that. And the
chairman of the Senate Energy
Committee, Sen. Bennett John-
ston. D-La.. has Introduced a bill
that would open ANVWR with the
state and federal government
evenly splitting revenues.

Congress is divided on openin
ANWR at all because it coul
prove politically unpopular with
constituents who are fearful of
harming the environment, Ste-
vens said. And no ooe to either
the Senate or the House supports
Alaska's effort to get (he higher
shire.

The federal government
needs the extra money because
the EnergP/ Department's budget
Isto trouble, Stevens said.

‘The only place wbere there’s
a massive Increase to revenue
stream Is ANWR,” Stevens said
after a press conference.
"Therefore, reluctantly, they're

gctog to give us the votes."
Toe ,gN\NR measure IS now

of an overall Senate energy

which fetr wtl] oppose and is

oo the "test crack” toward a
vote, Stevens said.

Americans an realizing they

need a strong national energy

policy, be aald.
Environmentalists _fear
ANWR exploration would disturb

caribou and the arctic shoteltoe.
Avote on the energy BQCccuid
come by the end of summer, de-
pending on the war's progress,
Stevenssaid. r ... .
Timet writer.Bert ,Tunat
emtrCMed tothltrtfort, -

haa to pay a higher royalty/tftay Il
willing to pay lea* for txptorHton.**?"'*
Sen. Frank MuitowTIrt,'I'tha’< third
member of Alaika'a all-Republican oon-
graalonai delegation,' could” WL'ba
reached Tuesday for hi* reaction e>Th*

Saa Royiltisa, paglM
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The Honorable Sam Cotten
Co-Chairman

Resources Committee

P.0O. Box V

Juneau, AK 99811

Re: 90-10 Revenue distribution
for federal lands

Dear Representative Cotten:

In a February 26, 1987 memorandum, you asked a
number of questions regarding federal-state sharing of oil
and gas revenues in the event of oil and gas leasing in the
Arctic National Wildlife Refuge ("ANWR™). You asked:

1) If the Congress were to repeal the
provisions of ANILCA closing the ANWR coastal
plain to oil and gas exploration and drill—
ing, without®"amending the Mineral Leasing Act
of 1920 or the Statehood Act, would the State
be entitled to 90 percent of the federal oil
and gas revenues derived from Refuge lands?
Are there foreseeable circumstances under
which federal lands 1in the coastal plain
could be considered other than "public land"
subject to the Mineral Leasing Act and the
90-10 federal-state revenue sharing arrange—
ment?

2) Was PET A (the former Naval Petro—
leum Reserve) "public Iland™ subject to the
same 90-10 revenue sharing arrangement as
other public land in Alaska? When the NPRA
Act passed in 1976, did it reduce or expand
the state"s revenue entitlement from the af—
fected acreage?
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Before answering your specific questions, it may
be helpful briefly to review the background of the 90-10
revenue sharing arrangement which currently exists. The
distribution of oil and gas revenues from federal lands de—
pends on whether they are "acquired lands™ or "public domain
lands."” In general, ™"acquired lands are those granted or
sold to the United States by a State or citizen and public
domain lands were usually never in state or private owner —
ship.™ Wallis v. Pan American Pet. Corp., 384 U.S. 63, 65

n.2 <19657:

01l and gas leasing on acquired lands is governed

by the Mineral Leasing Act for acquired lands, 30 U.S.C.

& 351 et sea. Under that Act, revenues from oil and gas

leases on acquired lands are to be "distributed in the same
manner as prescribed for ocher receipts from the lands af—
fected by the lease.” 30 U.S.C. 8355. As applied to wild—
life refuges created from acquired lands, this provision
requires chat oil and gas revenues be distributed according

to the formula contained 1in the Wildlife Refuge Revenue

Sharing Act, 16 U.S.C. 8&715s, which provides chat 75 per—
cent of the revenues go to Che federal government and 25

percent of the revenues go to the county in which Che wild—
life refuge is located. The rationale for this distribution

formula is that Che lands were on local tax roles while in
private ownership, and giving some of the receipts from the

lands to the 1local county compensates Che county for the
loss of those property tax revenues.

Oil and gas Leasing on public domain lands is gov—
erned by the Mineral Leasing Act of 1920, 30 U.S.C. &8 181
ec sea. Under that Act, 90 percent of the revenues are ded—
icated to the benefit of the states V and 10 percent are
paid into the United States Treasury.

This .90-10 revenue distribution formula applies to
both vacant, unappropriated and unreserved public domain

*/ For lower 48 states, 50 percent of federal oil and gas
revenues from public domain lands are paid directly to the
states and 40 percent is deposited into Che Reclamation Fund
created by Che Reclamation Act ot 1902. Because Alaska is
not covered by the Reclamation Act and receive no benefits
from the Reclamation Fund, we receive the full 90 percent of
such revenues from federal public domain lands in Alaska.
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lands and (with limited exceptions not applicable here) pub—
lic domain lands withdrawn and reserved for specific pur—
poses, including withdrawals and reservations for wildlife

refuges. I represented Alaska in Watt v. Alaska, 451 U.S.

259 (1981), 1in the United States Supreme Court. The precise

issue in that case was whether the 90-10 revenue distribu—
tion formula applied to the withdrawn and reserved lands of
the Xenai National Moose Range. The Supreme Court, over the
United States “objection, held that it did.

Like the lands in the Moose Range, the lands 1in
ANWR were withdrawn and reserved from the public domain for
refuge purposes; they are not acquired lands. There 1is no
substantive distinction between the Moose Range lands and
the lands in ANWR, and there 1is no substantive legal basis
for concluding chat federal oil and gas leasing revenues
from ANWR would be distributed differently than those from
the Moose Range under existing law.

The revenue distribution formula 1in Che Mineral
Leasing Act represented an historic trade-off in the history
of public land law. In enacting it, Congress terminated its
historic policy of disposing of the public lands. Instead,
it determined chac the federal government should retain
chose public lands remaining in the states, but should use
most of the mineral revenues from those Ilands for the
state"s benefit. See generally, Fairfax and Yale, The
Financial Interest or Western States in Non-Tax Revenues
From the Federal Public Lands (manuscript copy published by
the Western Legislative Conference, Council of State Govern—
ments, and Che Lincoln Institute of Land Policy 1in 1985).
This historic compromise has governed distribution of miner—
al revenues from federal lands, particularly in Che western
states, since 1920, and we can see no foreseeable circum—
stances under which that fundamental compromise would be
changed at this time.

Accordingly, the answers to your first sec of
questions are: (1) The state would be entitled to 90 per—
cent of Che federal oil and gas revenues derived from ANWR
lands 1f Congress repealed the closure of the ANWR coastal
plain in ANILCA without amending the Mineral Leasing Act of
1920 or Che Statehood Act; and (2) we see no foreseeable
circumstances under which Che ANWR coastal plain would not
be subject to the Mineral Leasing Act.

As noted briefly above, there arc a few limited
exceptions in the Mineral Leasing Act. One of these is for
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"lands within the naval petroleum and oil-shale reserves."”

30 U.S.C. 8181. The revenue distribution provisions of the

Mineral Leasing Act provide that all monies which may accrue

to the United States "from lands within the naval petroleum
reserves shall be deposited in the Treasury as “miscellan—
eous receipts™ ..." 33 U.S.C. 8191.

In other words, at the time of the historic com—
promise when the United States decided to retain large
tracts of lands and share the benefits of mineral develop—
ment with the states in which those lands were located, it
expressly exempted frcm that sharing any benefits deriving
from the naval petroleum and oil-shale reserves. Former
Naval Petroleum Reserve No. 4 ("PET 4"), now known as the
National Petroleum Reserve 1in Alaska ("NPRA™), accordingly
has never been subject to the Mineral Leasing Act of 1920
and the 90-10 revenue distribution formula had no applica—
tion to any revenues from NPRA. In section 11 of the Alaska
Statehood Act, Congress retained the exclusive legislative
authority over PET 4 as long as it remained a naval reserve,
so its status as far as federal-state relations has always
been somewhat different than other federal Ilands. When
Congress finally opened NPRA to competitive leasing in 1980,
it did so independently of the Mineral Leasing Act. It was
that separate congressional action 1in 1980 -- not the
Mineral Leasing Act -- which resulted in the state receiving
50 percent of revenues from oil and gas leasing 1in NPRA.
See 42 U.S.C. 86508. Absent that congressional action, the
state would have been entitled to none of the revenues from
NPRA. »

Summarizing, Che answers to your second sec of
questions are: (1) PET 4 was never subject to the same
90-10 revenue sharing arrangement; 1instead, it was a spe—
cific (and single) exception to the 90-10 revenue sharing
formula; and (2) when Congress authorized leasing in NPRA,
it provided that the state was to receive 50 percent of the
revenues instead of none of chose revenues which is what the
current law at that time would have provided in the absence
of congressional action.
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I hope this answers your questions. If we can be

of further assistance, please contact us at your conven-—

ience.

Sincerely,

GRACE 3ERG SCHAIBLE
ATTORNEY GENERAL

G. Thomas Koester
Assistant Attorney General

GTX/dIm

cc: Lieutenant Governor Stephen McAlpine
Commissioner Judy Srady, DNR
Commissioner Don W. Collinsworth, FSG
Commissioner Dennis Kelso, DEC
John Katz, Office of the Governor
Bob Grogan, Office of the Governor
Rod Swope, Office of the Governor



TESTIMONY OF G. THOMAS KOESTER ON S. 735

BEFORE THE SENATE SUBCOMMITTEE ON PUBLIC LANDS

July 14, 1987

Thank you, Mr. Chairman.

My name 1is G. Thomas Koester. I am an Assistant Attor—
ney General for the State of Alaska.

The State of Alaska opDoses S. 735 on both Ilegal and
policy grounds. As a legal matter, we view S. 735 as an
impe misaible attempt to amend a major component of the statehood
compact under which Alaska was admitted to the Union. As a
matter of policy, S. 735 would abrogate the historic compromise
in public Uland law under which the United States changed 1its
policy of disposing of federally owned lands to one of retaining
title but dedicating the proceeds of those lands to the states in
which the lands are located.

Section 35 of the Mineral Leasing Act of 1920, 30

U.S.C. 8191, currently governs the distribution of revenues from

oil and gas leasing of federal public domain lands. Under that
statute, 90 percent of those revenues are dedicated to the
benefit of the states 1in which the lands arc located. In the

lower 48 states, this dedication takes theform of a direct grant
of 50 percent of the revenues and deposit of an additional 40
percent in the Reclamation Fund, established under the
Reclamation Act of 1902, 43 U.S.C. &3 372 et seq. Because Alaska
is not covered by the Reclamation Act, Alaska receives the full
90 percent under the statute.

This dedication of federal oil and gas revenues to the

states represented e historic compromise in the history of public



land law.Around the turn of the century, there was a major
change In federal land policy. The traditional practice of
federal land disposal to encourage development and western
migration was abandoned, anda new policy of federal land
retention was instituted. To compensate the states for this
continued federal ownership, which in many cases precludes
economic development and in all cases precludes state and local
taxation, Congress dedicated 90 percent of the mineral leasing
revenues from those lands to the states.

During Congressional consideration of statehood for
Alaska, considerable attention was given to the distribution of
mineral leasing revenues from federal lands in Alaska. The
result of those lengthy deliberations was that the revenue dis—
tribution provisions of theMineral Leasing Act of 1920  were
expressly incorporated into the Alaska Statehood Act.

The provisions of a statehood act admitting a new state

to the Union constitute a compact -- a legally enforceable con—
tract -- between the citizens of the new state and the United
States. Such a compact docs not impose obligations only on one

of the partiesi instead, obligations are imposed on both the new
state and the United States. The specific terms of such a com—
pact are obligatory and subsequently cannot be unilaterally
amended by either party. As the United StatesSupreme Court once
noted with respect to the Actadmitting Wisconsin to the Union, a
statehood act provision is "an unalterable condition of the
admission, obligatory wupon the United States."” Beecher .

Wetherby. 95 U.S. (5 Otto) 517, _ (1877).



Congress incorporated the Mineral Leasing Act of 1920
into the compact under which Alaska wasadmitted to the Union in
section 28(b) of the Alaska Statehood Act. In part, this un-—
doubtedly was no more than Congressional recognition of tne long—
standing policy, applicable to virtually all of the western
states, of dedicating 90 percent of the proceeds of public lands
to the states in which the Jlands are Jlocated -- i.e., the
historic compromise adopted in 1920.

At the same time, however, the legislative history of
the Alaska Statehood Act makes clear that Congressional incor—
poration of the Mineral Leasing Act in the statehood compact also
was Congress®™ way of partially compensating Alaska for the sub—
stantial amount of federal land which had been withdrawn and re—
served by the federal government for various purposes, and the
attendant 1loss of economic productivity caused by those with—
drawals and reservation. Ironically, a number of those with—
drawals and reservations were for wildlife refuges, the specific
federal [lands for which S. 735 seeks to change the revenue dis—
tribution formula.

To fully appreciate Congress®™ incorporation of the
Mineral Leasing Act"s 90 percent entitlement for Alaska in the
statehood compact under which Alaska was admitted, one must look
at the facts confronted by Congress at that time. A significant
concern during the deliberations on Alaska statehood was whether
the Alaska economy was sufficient to support a new state and the
essential government services which the new state would have to

provide. Much of that concern was a result of the fact that more



than 99 percent of all the land in Alaska was owned by the feder—
al government. Little or no development had taken place because
of federal Iland management practices, and federal land therefore
was not contributing to the economic development of the terri—
tory. In addition, because it was federally owned, it would be
exempt from any taxes which might be Jlevied by a new sta*. ©
government.

To ensure that the new State of Alaska would have suf—
ficient economic resources to meet the necessary expenses of
state government, Congress included a substantial land grant in
the Alaska Statehood Act. In doing so, however, Congress dis—
covered that more than one-fourth of the land in Alaska -- more
than 95 million acres -- was included in federal withdrawals and
reservations, several of which were wildlife vrefuges. Those
withdrawn and reserved lands appeared to 1include most of the

valuable resources in Alaska.

As a partial remedy to this situation, which one com—
mittee report characterized as "the problem of federal reserva—
tions,” Congress consciously gianted Alaska 90 percent of the oil
and gas leasing revenues from federal 1lands 1in Alaska. Charac—
terizing this as one of the "major provisions”™ of the Alaska
Statehood Act, Congress concluded that this would minimize the
adverse impact of federal withdrawals on the new state ® wconomic
viability and would ensure that the newstate would benefit from
any development of the substantial resources which might be found

wichin chose federal withdrawals.



Attached to the printed text of my testimony are a
number of excerpts from the legislative history of the Alaska
Statehood Act which demonstrate that both supporters and oppon—
ents of Alaska Statehood were well aware that Congress was
including, as part of Alaska"s statehood compact, an entitlement
to 90 percent of all oil and gas lease revenues from federal
lands in Alaska in perpetuity. While it would serve no purpose
to go over all of them in detail, a few examples 1illustrate the
broader Congressional understanding.

Senator Barrett of Wyoming, a supporter of statehood
for Alaska, authored the language of what became section 28(b) of
the Alaska Statehood Act, the section that incorporates the
Mineral Leasing Act into the statehood compact. During a Senate
hearing on statehood for Alaska, he remarked: "So I think it
would be eminently fair and just and right and proper, when we
write this Dbill up, that we . . . let the Federal Government
retain the title to the minerals except such public lands as are
granted to you, but give the Territory now and the State of
Alaska-to-be ninety percent of the income from the minerals under
the Leasing Act royalties tlat come 1in from now on out.”™ Later
in the hearing, he introduced the language that now appears as
section 28(b) of the Alaska Statehood Act with the words: "l
propose to insert a new section 21 on the last page of the bill
and provide 1in here that 90 percent of the income from coal and
90 percent of the income from the leasing act minerals shall go

to the new State of Alaska.” He noted that the Secretary of



Interior had suggested such a provision be 1included in the
statehood bill.

Representative Dawson of Utah, also a supporter of
statehood for Alaska, commented on the House floor that "[t]hese
[revenue sharing] provisions are the foundation upon which Alaska
can and will build to the enormous benefit of the national
economy shared by her sister States.”

Senator Talmadge of Georgia, an opponent of statehood,
noted during the Senate floor debate that the Statehood Act land
grant and the various vrevenue sharing measures, specifically
including the entitlement to 90 percent of oil and gas leasing
revenues, "have been referred to variously as a "dowryl and “the
greatest giveaway of natural resources 1in the history of this
country. ™"

Finally, and perhaps most significantly, Senator Butler
of Maryland, a statehood opponent, reminded his Senate colleagues
that gra. ts made 1in statehood legislation are 1irrevocable and
cannot be changed by a subsequent Congress:

A bill which grants statehood 1is not some minor
piece of legislation, but 1is a major function of
the national legislature. We cannot undertake to
perform that function without reminding ourselves
that we are asked to make a grant which cannot be
revoked. We cannot, therefore, consider these
bills as we would ordinary legislation in the
sense that ordinary legislation may be amended or
changed in subsequent years as experience
dictates.

When placed in its proper historical perspective, it 1is

not surprising that Congress included an entitlement to 90 per—

cent of the proceeds from federal oil and gas leasine in the



Alaska Statehood Act. The Mineral Leasing Act, and 1its revenue
distribution formula under which 90 percent of the revenues from
federal lands are dedicated to the states 1in which the lands are
located, represents a historic trade-off in the development of
public land law. In enacting it, Congress terminated i1t3 tradi—
tional policy of disposing of the public lands. Instead, it
determined that the federal government should retain those public
lands, but should dedicate most of the mineral revenues from
those lands to the benefit of the states in which the lands are
located.

Virtually all of the public land states were admitted
to the Union prior to the enactment of the Mineral Leasing Act,
and its dedication of 90 percent of public land revenues to the
states, in 1920. As a result, the statehood acts admitting those
states do not include a provision similar to the one incorporated
in the Alaska Statehood Act. However, incorporation of the
Mineral Leasing Act 1in the Alaska Statehood Act simply reflects
the Congressional understanding that the Mineral Leasing Act in—
deed was a historic compromise and, as a result of that compro—
mise, the public land states are to receive the benefit of 90
percent of the revenues from federal lands within their borders
in return for the continued federal ownership and management of
those lands.

Passage of this bill would significantly alter one of
the carefully considered terms and conditions under which Alaska
was admitted to the Union. It would be an 1impermissible unilat—

eral attempt to amend the solemn compact between the national



government and the citizens of Alaska. Alaska has not agreed to
this moclifi ation of the compact between Alaska and the United
States and, without such agreement, it would have no force or
effect.

It also would signal a marked departure from the his—
toric compromise, under which Congress dedicated 90 percent of
the proceeds of the public lands to the states 1in return for
continued federal ownership, which has guided federal public land
policy throughout the UnitedStates for more than six decades.

Alaska  supports the goals of the Land and Water
Conservation Fund. At the same time, the state is concerned that
such a laudable goals not be accomplished at the cost of a funda—
mental change in the provisions of the solemn compact under which
Alaska entered the Union and the historic compromise which has
guided federal public land policy for more than two generations.

Thank you very much for the opportunity to testify on
this bill. We hope that we can work constructively with this
subcommittee and the Congress to improve the effectiveness of the
Land and Water Conservation Fund without sacrificing Alaska“s
statehood birthright and more than sixty years of federal public

land policy. Again, thank you very much.



ALASKA STATEHOOD ACT LEGISLATIVE HISTORY:
CONGRESSIONAL INCORPORATION OF MINERAL LEASING
ACT 90Z REVENUE SHARING FORMULA IN
ALASKA STATEHOOD COMPACT

1. During Senate hearings on Alaska Statehood, ¢

senator explained that he thought the new State of Alaska should
get all of the Ilands within its boundaries but, because that
probably was not possible, the Statehood Act should include a
grant of 90 percent of Mineral Leasing Act revenues "from now on
out."

Senator BARPETT.

So 1 think 1t would be eminently fair and
jus and right and proper, when we write this bill
up, that we provide here that the [Mineral]
Leasing Act of 1920, as amended, and let them
retain title to the lands up there, exceptthat
which is granted -- personally | hate to see that
done, but to be realistic we probably have to do
that -- let the Federal Government vretain the
title to the minerals except such public lands as
are granted to you, but give the Territory now and
the State of Alaska-to-be ninety percent of the
income from the minerals under the Leasing Act
royalties that come in from now on out.

Hearings on S. 49 and S. 35 before the Senate Committee on Inte—
rior and Insular Affairs, 85th Cong., 1st Sess. 30-31 (1957).

2. Later in those hearings, the same senator
an amendment to the proposed statehood legislation under consid—
eration which would provide that "90 percent of the income from
the leasing act minerals shall go to the new State of Alaska,"
noting that the Secretary of Interior supported a bill under con—
sideration in the House of Representatives which would do pre—
cisely that but "suggested that the statehood bill was the proper
place toinsert such a provision." The language of the proposed
amendment is 1identical to the language of what ultimately was
enacted as section 28(b) of the Alaska Statehood Act. Both the
author of the proposed amendment and one of his colleagues hoped
that giving Alaska a 90 percent entitlement might ultimately
result in their states getting the same thing. Whether that
would result or not, however, they agreed that Alaska should
receive such an entitlement as part of its statehood act.

Senator ANDERSON. .- As far as 1 am con—
cerned, | hope you [Alaska®s non-voting Delgate
Bartlett] would agree with me that what we tried
to do was to make 1t possible for Alaska to come

offer



in as a State and live self-respectingly among the
States.

We did not strip her of every dollar she
could get, but tried to give her all the money to
make Alaska a good and fine progressive State. [
believe the bill does that.

Senator BARRETT. ... I am offering an
amendment here for the <consideration of the
committee. I think this 1is probably as good a

time as any to do it.

I discussed this amendment this morning when
you were absent, Senator Anderson. I propose to
insert a new section 21 on the last page of the
bill and provide 1in here that 90 percent of the
income from coal and 90 percent of the income from
the leasing act minerals shall go to the new State
of Alaska.

When 1 mentioned that this morning, Delegate
Bartlett told me that the House committee had con—
sidered a bill doing precisely that and had
reported it out favorably. Since then 1 have
looked up the record and I find that the Secretary
of the Interior has filed a favorable report on
the bill and agreed that it should be enacted into
law but suggested that the statehood bill was the
proper place to insert such a provision.

Maybe it would be well to have 1in these
hearings a copy of the report that the Secretary
of the Interior made on the House bill.

Senator  JACKSON. Without objection, the
report and the amendment of the Senator from
Wyoming will be included 1in the record at this

point, if that 1is agreeable. The report and the
amendment should go together.

(The documents referred to are as follows:)
BARRETT AMENDMENT TO S. U9

Sec. 22.



(b) Section 35 of the Act entitled "An Act
to promote the mining of coal, phosphate, oil, oil
shale, gas, and sodium on the public domain,”
approved February 25, 1920, as amended (30 U.S.C.
191) is hereby amended by 1inserting immediately
before the colon preceding the first proviso
thereof the following: ",and of those from Alaska
52 1/2 per centum thereof shall be paid to the
State of Alaska for disposition by the legislature
thereof".

[Secretary of Interior®s Report]

DEAR MR. ENGLE [Chairman of the House Commit—
tee on Interior and Insular Affairs]: This 1is 1in
reply to vyour request for the views of this
Department on H. R. 3477, a bill relating to
moneys received from mineral lands in Alaska.

We recommend that H. R. 3477 be enacted. We
believe, however, that the subject matter of the
bill would be more appropriately covered in state—
hood legislation.

Senator ANDERSON. Do you not think Senator
Barrett, that supplements the statement | made,
that whatever makes it possible for the State to
exist is a good bill?

I think Senator Barrett should be commended
for that proposal. I thing there are some other
States that the proposal could be applicable to
but we may get our rights some time if Alaska
does.

Senator JACKSON. That may be a good prece—
dent for the other il Western States.

Senator ANDERSON. It happens that Wyoming
and New Mexico are the 2 principal contributors to
the Federal Treasury on this particular section,
$100 million in Wyoming and $130 million or $140
million in New Mexico which we could have wused
very nicely in our State.



Senator JACKSON. We may have some problems
with the other 37 States on this issue.

Senator BARRETT. I do not think so, particu—
larly. I think we would be remiss a bit if we did
not include it here, particularly since the Bureau
of the Budget and the Secretary of the Interior
and everyone interested has approved this.

Hearings on S. 49 and S. 35 before the Senate Interior and
Insular Affairs Committee, 85th Cong., 1st Sess. 66-67 (1957).

3. A House committee report, 1iIn a section entitl

"The Problem of Federal Reservations,”™ noted that a partial solu—

tion to the depressing effect of federal withdrawals on the eco—

nomic viability of a new Alaska state government would be to

specify that the act of admission would grant Alaska 52 1/2 per—

cent of Mineral Leasing Act revenues. This would be in addition

to the 37 1/2 percent that all other public land states receive
because, while those states were covered by the Reclamation Act,

Alaska would not be.

As previously noted, tremendous acreages of
land in Alaska have been tied up in the status of
Federal reservations and withdrawals for various
purposes. The committee feels strongly that this
practice has been carried to extreme lengths 1in
Alaska, to a point which has hampered the develop—
ment of such resources for the benefit of mankind.
As a result, a long list of potential basic indus—
tries in the territory, including the forest
industry, hydroelectric power, oil and gas, coal,
various other minerals, and the tourist industry,
can exist in Alaska only as tenants of the Federal
Government, and on the sufferance of the various
Federal agencies. The committee considers that to
be an unhealthy situation.

The failure of these industries to grow under
such a restrictive policy 1is a proof of its

unwisdom. The committee feels that this policy
must be changed if statehood for Alaska is to be a
success.

In its approach to the statehood 1issue, the
committee has attempted to make a start coward
such a change by various specific provisions in
che bill. - ..



H.

R.

Rep.

analysis.

Id.

at 23.

A second provision 1in section 28 amends the
Mineral Leasing Act of 1920, as amended, by grant—
ing 52 1/2 percent per annum of the net proceeds
realized from coal, phosphates, oil, oil shale,
and sodium on the public domain in Alaska snail be
paid to the State of Alaska for disposition by the
legislature thereof.

The payment of these proceeds 1is recommended
in return for Alaska not being covered by the Rec—
lamation Act of 1902, as amended. The Reclamation
Act provides that in the 17 Western States 52 1/2
percent of the oil- and gas-lease revenues goes
into the reclamation fund; 37 1/2 percent 1is re—
turned to the respective States, and the remaining
10 percent 1is retained by the Federal Government
for administration purposes.

No. 624, 85th Cong., 1st Sess. 7-8 (1957).

4. The same point 1is reiterated in the sectional

Subsection [281(b) amends the act to promote
the mining of coal, phosphate, oil, oil shale,
gas, and sodium on the public domain approved Feb—
ruary 25, 1920, by providing that 52 1/2 percent
of the proceeds received therefrom shall be
covered into the State treasury for disposition by
the State legislature.

The payment of these proceeds 1is recommended
in return for Alaska not being covered by the Rec—
lamation Act of 1902, as amended. The Reclamation
Act provides that 52 1/2 percent of the oil and
gas revenues goes into the reclamation fund; 37
1/2 percent is returned to the respective States
and the remaining 10 percent 1is retained by the
Federal Government ror administration purposes.

5. A Senate Report made Alaska®s entitlement to

percent of federal oil and gas leasing revenues even clearer.

Some of the additional costs connected with
statehood will be met by granting the State a lea-
sonable return from Federal exploitation of

90



resources within the new State. In the past the

United States has controlled the lion["]s share of
such resources and, in some instances, retained

the lion"s share of the proceeds. This situation,

though i1t has not proved conducive to development

of the Alaskan economy, may have been proper at

times when the United States paid a large part of
the expense of governing the Territory. However,

the committee, deems it only fair that when the

State relieves the United States of most of its

expense burden, the State should receive a realis—
tic portion of the proceeds from resources within

its borders. The divisions of proceeds estab—
lished in the bill are determined by comparisons

with other States and consideration of the geo—
graphic facts which apply to Alaska.

Section 22 of the bill extends to the State
the provisions of Public Law 88, 85th Congress,
which was approved July 10 of this year. Under
this new law the Territory receives a total of 90
percent of the profits from government coal mines
and 90 percent of the profits from operations
under the Mineral Leasing Act. Prior to the 1957
law, Alaska received none of the proceeds from
government coal mines and 37 1/2 percent of the
proceeds from mineral leasing operations. Without
section 22 in the bill, the new State would not be
within the purview of the 1957 act.

3. Rep. 1163, 85th Cong., 1st Sess. 3 (1957).

6. During the floor debate on Alaska statehood in the
House of Representatives, one congressman outlined the relation—
ship between the extensive federal withdrawals and the entitle—
ment to 90percent of all mineral leasing revenues which, in
addition to the 1land grant, would form the "foundation”™ of
Alaska ™ entry into the Union.

Mr. DAWSON of Utah.

Further, over 92-million acres -- both in and
out of the defense area -- already have been with—
drawn by the Federal Government, and these include
much of the most valuable resources. They in—
clude, for example, nearly 21-million acres of the



best forest lands and nearly 49-million acres of
oil and gas reserves.

As to that lion"s share of lands which would
remain under Federal control, Alaska would receive
- Tfor the support of its public schools -- 5 per—
cent of the net proceeds from the sale of any land
by the Federal Government.

Additionally, Alaska would receive 90 percent
of the proceeds from the operation of Government
coal mines and from the production of coal, phos—
phates, oil, oil shale, and sodium from the public
domain. Reflecting Alaska®"s exclusion from the
Reclamatioin Act of 1902, these are the same pro—
visions which this Congress approved -- by consent
-- for the Territory of Alaska last year in Public
Law 85-88.

These provisions are the foundation wupon
which Alaska can and will build to the enormous
benefit of the national economy shared by her
sister States. We cannot make Alaska a "full and
equal™ State in name and then deny her the where—
withal to realize that status in fact.

85 Cong. Rec. 9360-9361 (1958).

7. During the floor debate in the Senate, an
of statehood for Alaska argued that the sharing of mineral reve—
nues with the new State of Alaska, as a means to "alleviate"” the
adverse effect of continued federal control of significant acre—
age and resources, would result in Alaska being too dependent on
those federal revenues.

Mr. ROBERTSON.

The uniqueness of the Alaska land situation
is further emphasized in the committee report,
which points out that on the occasion of admission
of existing States land grants amounted to a maxi—
mum of 6 to 11 percent of the total land area, and
much acreage already had passed into private
taxpaying ownership, whereas 1in Alaska, even after

opponen



a grant of unprecedented propotions to the pro—
posed State, the Federal Government would continue

to control more than two-thirds of the total acre—
age and an even larger percentage of the

resources.

To alleviate this situation to some extent,
the bill proposes to share with the State profits
from Government coal mines, mineral leases, and
the fur monopoly, which, of course, would make the
State government a pensioner dependent on the
Central Government to a much greater extent than
the existing States which already, 1in my opinion,
have jJeopardized their constitutional rights by
too ready acceptance of Federal handouts for a
variety of public works and welfare programs.

85 Cong. Rec. 12020 (1958).

8. A supporter of Alaska statehood introduced a D¢
partment of Interior memorandum outlining the "new sources of
revenue available to Alaska,”™ one of which was listed as "oil and
gas leases (90 percent to the State)."™ Another supporter then
pointed out that oil had just been discovered in Alaska, and that
discovery "will have a tremendous impact on the ability of the
new State to provide the essential resources to support itself.”

Mr. CHURCH.

Mr. President, | wonder if the Senator from
Florida will permit me to offer at this point in
his address a memorandum which I have received

from the Department of the Interior, which 1is
directed to the very subject on which the Senator
is now elaborating, namely, the capacity of Alaska
to support statehood.

We have heard 1in the course of this debate
many exaggerated statements about how statehood
would impose an impossible burden upon the
undeveloped economy of Alaska. IfT one were to
listen uncritically to such statements, one might
be led to conclude that statehood would drive the
Alaskan economy into insolvency and bring ruin
upon the people there.

I think this memorandum effectively gives a
rebuttal to that argument, in that it shows



precisely what the additional costs for statehood
would be, and what the additional 1income to the
newly formed State government would be, by virtue
of the provisions contained in the pending bill.

The PRESIDING OFFICER. Without objection,
the memorandum vreferred to by the Senator from
Idaho will be printed in the Record.

The memorandum is as follows:

New Revenues Available to Alaska

Oil and gas leases (90 percent
to the State) .. ... ... ... .... $3,000,000

Mr. JACKSON.

I should like to point out one further con-—
sideration in connection with the financial abili—
ty of the proposed new State to take care of its
responsibilities. Just 11 months ago we witnessed
the first oil strike of any substance 1in Alaska.
A little more than a year ago about 5 million
acres were under Jlease, or applications were
pending with respect thereto. The most recent
check, 1in May, showed 32 million acres covered by
oil leases or lease applications.

The program involves all the major oil compa—
nies and numerous 1independent oil companies. We
have been advised in the Committee on Interior and
Insular Affairs, where some of the legislation on
this subject 1is handled, that the signs are most
hopeful for a tremendous oil development 1in the
area which will become a State.

I add that one point because it will have a
tremendous 1impact on the ability of the new State
to provide the essential resources to support
itself. This 1is a factor not indicated 1in the



Secretary®s analysis of the ability of the new
State to do the job.

85 Cong. Rec. 12207-12208 (1958).

9. An opponent of statehood again pointed to
percent entitlement 1in the statehood bill as evidence of the
prevailing doubt” vregarding the ability of the new state to
support itself.

Mr. TALMADGE.

The prevailing doubt of Alaska®s ability to
support itself is evidenced by the generous
special considerations which are made for it 1in
this statehood act.

In addition [to a large land grant], it would
be granted:

Ninety percent of the profits from Government
coal mines and operations under the Mineral Leas—
ing Act, of which 37 1/2 percent of Che latter
would be earmarked for roads and schools.

These considerations have o “n referred to
variously as a "dowry" and "the greatest giveway
of natural resources in the history of this
country."

85 Cong. Rec. 12297 (1957).

the

10. Finally, the permanent and irrevocable nature of the

granting of statehood was described.
Mr. BUTLER.

Despite all its complex features, the primary
purpose of the bill is to grant statehood. A bill
which grants statehood 1is not some minor piece of
legislation, but 1is a major function of the
national legislature. We cannot undertake to

10



85 Cong.

perform chat function without reminding ourselves
that we are asked to make a grant which may not be
revoked. We cannot, therefore, consider these
bills as we would ordinary legislation in the
sense that ordinary legislation may be amended or
changed in subsequent years as experience
dictates. .

.

My research has also developed that there 1is
contained in the bill provisions which have the
effect of giving away more revenue and more prop—
erty than has ever been given to any State 1in its
enabling act.

Rec. 12316-12317 (1958).

% - 11 -



MEMORANDUM State of Alaska
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Governor
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Attorney General ;

By: G. Thotnas Koester” 1 eral 90 percent
Assistant Attorney General revenue sharing

Department of Law

As part of an overall analysis of potential oil and gas
leasing 1in the Arctic National Wildlife Refuge ("ANWR™), you
asked this department to prepare a preliminary analysis of two
specific issues: (1) the effect of a possible land trade on the
state"s 90 percent royalty share of oil and gas production from
federal 1i1and3 in wildlife refuges; and (2) legal arguments which
might be raised with respect to possible congressional consider—
ation of a reduction in the state®"s current 90 percent royalty
share.

In brief, we believe (1) a land trade would eliminate
the state"s 90 percent royalty share of production from the lands
traded by the United States to third parties and probably would
result in the state receiving no royalty from oil and gas pro—
duced on the exchange lands received by the federal government,
and (2) there are both legal and policy arguments the state can
make against a congressional reduction of the state"s royalty
share, but we cannot be certain that they would prevail.

I. Background

When the United States issues oil and gas leases for
lands within wildlife refuges, distribution of the revenues re—
ceived by the United States from that leasing depends on whether
the refuge lands from which the revenues are derived are acquired
I"ands or reserved public domain lands. "(A)cquired Jlands are
those granted or~Sfil'deto the United States by a State or citizen
and public domain lands, were usually never in state or private
ownership.™ Wallis v. Pan American Petroleum Corp.. 384 U.S. 63.
65 n.2 (1966).

Oil and gd°"s”leasing on acquired lands 1is governed by
the Mineral Leasing Act for Acquired Lands, 30 U.S.C. & 351 et
scq. Under that Act; revenues from oil and gas leases on ac—
quired lands are to be "distributed in the same manner as pre—
scribed for other receipts from the lands affected by the lease."
30 U.S.C. $ 355. As applied to wildlife refuges created from
acquired lands, this provision requires that oil and gas revenues
be distributed according to the formula contained in the Wildlife
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Refuge Revenue Sharing Act, 16 U.S.C. &715s, which provides that
75 percent of the revenues go to the federal government and
25 percent of the revenues go to the county in which cue wildlife
refuge 1is located.

Oil and gas leasing on public domain lands reserved for
wildlife refuge purposes, on the other hand, 1is governed by the
Mineral Leasing Act of 1920, 30 U.S.C. &8 191 et seq. Under that
Act, the state 1is entitled to 90 percent of the revenues from
such lands in refuges 1in Alaska and 10 rercent 1is paid into the
United States Treasury. */ See generally Watt v. Alaska. 451
U.S. 259 (1981). e

Congress extended the Mineral Leasing Act distribution
formula for revenues from public domain lands, including reserved
public domain Jlands in wildlife vrefuges, to Alaska 1in sec—
tion 28(b) of the Alaska Statehood Act. Congress considered this
one of the "major provisions” of the Act. H.R. Rep. No. 624,
85th Cong., 1st Sess. 3 (June 25, 1957) ("House Report™). Con—
gress did so, in large part, because so much of Alaska was "tied
up in the status of Federal reservations and withdrawals for var—

ious purposes,”™ stating that this "practice has been carried to
extreme lengths 1in Alaska.”™ House Report at 7. One result of
that "unhealthy situation,”™ 1id. at 8, 1is that substantial mineral

leasing revenues 1in Alaska are derived from public lands in
federal withdrawals and reservations, including wildlife refuges,
a situation unique to Alaska. See Watt, 451 U.S. at 261, n.lI.

The Mineral Leasing Act, and its revenue distribution
formula under which 90 percent of the revenues are dedicated to
the state, represented a historic tradeoff in the history of pub—
lic land law. In enacting 1it, Ccngress terminated its historic
policy of disposing of the public lands. Instead, it determined

*/ States other than Alaska receive only 50 percent of public

cTomain land mineral revenues. However, an additional 40 percent
of those revenues are paid into the Reclamation Fund established
under the Reclamation Act of 1902. Those funds, 1in turn, are

used to fund reclamation projects in those states. Alaska is not
covered by the Reclamation Act and receives no benefits under it.
Congress considered it only fair that the additional 40 percent
share of public domain land revenues be paid to Alaska "in return
for Alaska not being covered by the Reclamation Act of 1902."
See H.R. Rep. No. 624 (to accompany H.R. 7999), 85th Cong., 1st
Sess. 23 (June 25, 1957).
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that the federal government should retain those public lands re—
maining 1In the states, but should use most of the mineral reve—
nues from chose lands for the states®™ benefit. The 90-10 revenue
distribution formula in the Mineral Leasing Act "was to compen—
sate for the states®™ inability to tax the lands to pay for
governmental services.”™ Fairfax and Yale, The Financial Incerest
of Western States in Non-tax Revenues from the Federal Public
Lanas I*TJ published by the Western Legislative Conference, Coun-
cii of State Governments, and the Lincoln Institute of Land
Policy (1985).

In contrast, the Wildlife Lefuge Revenue Sharing Act,
under which 25 percent of certain wildlife refuge revenues are
shared with the counties in which the refuges lie, was intended
to reduce local opposition to federal acquisition of land for
refuge purposes. The revenue sharing formula was 1intended to
compensate localities for the loss of property tax revenue when
the federal government acquired the land and, as a result, 1t was
removed from the local tax roles. As a general proposition, this
rationale would not fit federal acquisition of large tracts of
either state land or undeveloped Native corporation land, neither
of which currently are subject to local property taxes. See
Alaska Const, art. 1IX, 5 4; 43 U.S.C. 81620(d).

Nonetheless, the distinction between acquired land 1in
wildlife refuges and public domain land reserved for refuge pur—
poses is central to resolution of the first question you asked us
to discuss. The fact that Congress extended the Mineral Leasing
Act to Alaska 1in the Statehood Act bears directly on your second
question.

Il. The Effect of a Land Trade on the
State"s 90 Percent Royalty Share

We understand that the Department of the Interior 1is
contemplating certain Jland trades under which federal lands 1in
ANWR would be exchanged for privately-owned Native corporation
lands constituting inholuings in other federal conservation sys—
tem units in Alaska. IT ruch exchanges take place, and the
exchanged ANWR lands are offered for oil and gas leasing, the
Native corporations would be the lessors entitled to receive the
revenues. The revenues would not be received by the federal
government as result of leasing under the Mineral Leasing Act,
and those revenues would not be subject to the Mineral Leasing
Act"s 90-10 distribution formula. Accordingly, there would be no
basis for the state to claim any portion of the revenues derived.
In other words, Jland trades would totally eliminate the state"s
90 percent royalty share from such ANWR lands.
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In addition, it should be noted chat the state would
have no right to any federal oil and gas revenues derived from
the lands obtained by the Unitad States from the Native corpora—
tions. Those lands “would be acquired lands, noc reserved public
domain lands, and the revenue distribution from federal oil and
gas leases on those lands would be governed by the Mineral Leas—
ing Act for Acquired Lands. As noted earlier, revenues from oil
and gas leasing of acquired lands in wildlife refuges are gov—
erned by Wildlife Refuge Revenue Sharing Act, which provides that
25 percent of any such revenues arc to go to Che county in which
the refuge 1is located and 75 percent to the federal government.
None of the revenues go to the state.

The state could argue that this should not be the re—
sult. The rationale for the Wildlife Refuge Revenue Sharing Act
distribution scheme -- i.e., compensating municipalities for lost
property tax receipts -- does not apply to undeveloped Native
corporation lands, which are noc subject to local property taxes
under the Alaska Native Claims Settlement Act (at least until
1991). See 43 U.S.C. 81620(d). Moreover, the state can argue
that the United States cannot eliminate its 90 percent share of
revenues from reserved public domain lands by trading them on the
ground that doing so would violate the solemn compact memorial —
ized in the Alaska Statehood Act.

However, we believe both arguments probably would be
unavailing in court. The first argument appears to be more of a
policy argument than a legal argument, more appropriately direct—
ed to Congress and not the courts. The second argument would
require the court to find that the extension of the Mineral Leas—
ing Act to Alaska also constituted an 1implied promise not to
convey federal lands to third parties, which simply 1is noc sup—
ﬁorged by the legislative history of section 28(b) of the State—

ood Act.

I11. Congressional Reduction of the
State"s 90 Percent Royalty Share

As noted in section | above, Congress extended the Min—
eral Leasing Act distribution formula for revenues from public
domain lands, including reserved public domain lands in wildlife
refuges, to Alaska 1in section 28(b) of the Alaska Statehood Act.
Alaska accepted the provisions of the Statehood Act in article
X1l, section 13, of the Alaska Constitution. Provisions of a
Statehood Act become obligatory on the United States upon accep—
tance of those provisions by the new state. See, e.g.. Coooer v.
Roberts, 59 U.S. (18 How.) 173 (1856); see generally 1981 0p.

Ate ¥ Gen. No. 3, at 3-5 (April 2). Particularly 1in light of
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Congress®™ characterization of the extension of the Mineral Leas—
ing Act to Alaska as one of the "major provisions” of the Alaska

Statehood Act, the state has a very strong argument that con—
tinued application of the Mineral Leasing Act"s distribution

formula to oil and gas leasing revenues from reserved federal

public domain Jlands in ANWR 1is required as part of Alaska's

statehood compact (at Least as long as those lands remain

federally-owned).

At the same time, we must point out that the United
States might successfully argue chat Congress has the plenary
authority to modify the distribution formula for oil and gas rev—
enues from ANUR. In Watt v. Alaska. Justice Stevens (concurring
in the Court®"s decision that the Mineral Leasing Act®"s 90-10 dis—
tribution formula applied to oil and gas revenues from the Kenai
National Moose Range) stated:

The question of how to divide the revenues
from oil and gas leases on public lands in the
Kenai Peninsula 1is clearly a matter for Congress

to decide. If Congress is displeased with the
decisions of this Court and the Court of Appeals
[i.e., the decisions that Alaska 1is entitled to

50 percent of the revenues], it may promptly re—
verse them by revising the relevant statutes.

451 U.S. at 274. We did not make a statehood compact argument in
that case and it was not before the Court. Nonetheless, Justice
Stevens®™ comment undoubtedly will be cited by the United States
in the event Congress changes the current 90-10 distribution for—
mula in the Mineral Leasing Act or establishes a different dis—
tribution formula specifically for revenues from ANWR.

We hope this responds to your request. If we can pro—
vide additional information, please contact us at your conven-—
ience.

GTK:dim

cc: John Katz
Office of the Governor
Washington, D.C.
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April 2, 1981
The Honorable Hugh .Malone
House of Represencacives
Alaska State Legislature
Pouch V
Juneau, Alaska 99811
Re: Legality of unilateral
changes to Statehood Act
by United States Congress.
Our file J-66-556-81
Dear Representative Malone:

On February 24, 1981, you requested that we review
subsections 906(f)(3) and 906(p) of the Alaska National
Interest Lands Conservation Act (hereafter "ANILCA™),

Public Law 96-487, 94 Stat. 2371. Those two subsections, as
well as subsection 906(a), amend certain provisions in
Section 6 of the Alaska Statehood Act, 48 U.S.C. note pre—
ceding Section 21. Subsection 906(f)(3) of ANILCA amends
Section 6(g) of the Statehood Act to give the Secretary of
the Interior discretionary authority to waive the minimum
tract selection size set out therein where such a waiver
"would be in the national interest and would result in a
better land ownership pattern.” Subsection 906(p) removes
the requirement of Presidential approval of selections north
and west of the so-called "PYK line"” described in Section 10
of the Statehood Act for lands conveyed to the state by the
terms of subsections 906(c), (d) and (g) of ANILCA. Sub-—

section 906(a) extends the time within which the state cav
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Dear Representative Malone:

On February 24, 1981, you requested that we review
subsections 906(f)(3) and 906(p) of the Alaska National
Interest Lands Conservation Act (hereafter "ANILCA™),

Public Law 96-487, 94 Stat. 2371. Those two subsections, as
well as subsection 906(a), amend certain provisions 1in
Section 6 of the Alaska Statehood Act, 48 U.S.C. note pre—
ceding Section 21. Subsection 906(f)(3) of ANILCA amends
Section 6(g) o: the Statehood Act to give the Secretary of
the Interior discretionary authority to waive the minimum
tract selection size set out therein where such a waiver
"would be in the national interest and would result in a
better land ownership pattern.” Subsection 906(p) removes
the requirement of Presidential approval of selections north
and west of the so-called "PYK line" described in Section 10
of the Statehood Act for lands conveyed to the state by the
terms of subsections 906(c), (d) and (g) of ANILCA. Sub—

section 906(a) extends the time within which the state may
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make selections underSections 6(a) and 6(b) from 25 to 35
years.

Your inquiry is whether there are legal grounds for the
United States unilaterally to amend the provisions of the
Statehood Act. There is no clear legal answer where, as
here, the amendments enacted by Congress do not defeat or
materially diminish rights conferred on the state by the
act of admission but, instead, actually benefit the state
(see pp. 6-7, infra). What 1is clear is that the United States
cannot unilaterally amend the Statehood Act to the state"s
detriment without the state"s consent or acquiescence. 1/

The state®"s position has always been that the United
States cannot unilaterally amend the Statehood Act. However,
the state has avoided a confrontation over the issue by
working with Congress to ensure that any post-statehood amendments
to the Statehood Act are beneficial to the state and not inimical
to i1ts interests.

At the same time, there are indications in decisions

of the United States Supreme Court that the United States may

1/ At least two provisions of the Alaska Native Claims
Settlement Act -- the Section 9 27. override on royalties
due the state and the Section 11(a) withdrawal of “state-
selected lands for Native village conveyance -- were uni—
lateral amendments to the Statehood Act albeit by impli—
cation, which were detrimental to the state®"s interest. To
ensure prompt resolution of pending Native claims, Governor
Egan, on behalf of the state, consented to those amendments
and the state did not litigate the issue within the time
specified by Section 10 of ANCSA.
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unilaterally amend certain provisions in a statehood act.
However, such amendments would be effective only if they did
not defeat or materially diminish rights conferred on the
state by the act of admission.

Summarizing, 1t is not clear as a matter of law whether
the United States may unilaterally amend the Statehood Act or
whether some parallel state action is also required. Under
either approach, however, the practical effect is that the
state"s rights under the Statehood Act cannot be diminished
without the state"s consent.

There can be no question that an act of Congress admit—
ting a new state to the Union constitutes a compact, a
legally enforceable contract, between the citizens of the
new state and the United States. See Stearns v. Minnesota
ex rel. Marr, 179 U.S. 223, 244-245 (1900). Such compacts
do noc impose obligations only on one of the parties;
rather, the obligations are imposed on both the new state
and the United States. See the Public Land Law Review
Commission®s Report to Congress, One-Third of the Nations®"s
Land (1971), at 244. The terms of such compacts constitute
the conditions of admission of the new state, obligatory on

both the state and the United States 2/, and subsequently

2/ This as aes, of course, chat the conditions are constitu—
tional. Provisions which purport to limit or qualify the
political rights and obligations -- i.e., the sovereignty --

of a state are unconstitutional because enforcing them would
result in the state being admitted on a less-than-equal

footing chan ocher states. Cf. Covle v. Smith, 221 U.S.

559 (1911) (a provision in tHe-act admitting Oklahoma to the
Union providing that the capital of Oklahoma could not be

moved held unenforceable because such decisions, after a

state 1is admitted, are the exclusive province of the stated
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cannot be unilaterally amended by either party without the
consent or acquiescence of the other. Beecher v. Wetherby.
95 U.S. (5 Otto) 517 (1877).

Provisions regarding grants of federal land generally
are considered terms and conditions of a statehood compact
and are enforceable both against the state and the United
States. For example, 1in Steams v. Minnesota ex rel. Marr.
supra, the Court held that Congress can convey land to
states in trust, and states accepting that land are bound by
the terms of the trust, even where this may contravene the
state constitution. In Cooper v. Roberts, 59 U.S. (18 How.)
173 (1856), the Court held that a statehood act grant of
unspecified lands is binding on the United States and depends
only on subsequent identification by survey of the lands
granted. The Court also indicated that post-statehood acts
of Congress should be construed as recognizing that a
compact existed as of the date of statehood, and not as
creating subsequent legal impediments to fulfillment of that
prior agreement. In Beecher v. Wetherbv, supra. the Court
held thac no post-statehood act of Congress could defeat an
appropriation of land made earlier by Congress in a statehood
act. The lands at issue in that case were subject to a
reservation for the benefit of Indians at the time Wisconsin
was admitted to the Union. The Court concluded that a

statehood act conveyance from the United States to Wisconsin
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was effective as to the fee interest in those lands, although
Wisconsin took the lands subject to the Indians®™ existing
right of occupancy as long as that occupancy continued.
Hbwever, the Court held that a post-statehood Congressional
act authorizing the sale of lands occupied by Indians could
not affect the title to the lands previously granted to the
state. Accordingly, a subsequent United States patent to
those lands conveyed no title because title already had
vested in the state.

The general rule, then, 1is that provisions 1in statehood
acts conferring rights on the state are valid and enforceable
against the United States, and may not be unilaterally
amended by post-statehood federal legislation.

However, this may not mean that no provision in a
statehood act may ever be unilaterally, amended by Congress.
Where such amendments merely amend the procedures which must
be followed to transfer title from the United States to thi
state, and do not materially diminish the rights granted to
the state as conditions of its admission, it may be per—
missible for Congress to amend those provisions unilaterally.
In Pollard®"s Lessee v. Hagar.. 44 U.S. (3 How.) 211 (1845),
the Court stated that Congress can reserve power over federal
public lands in an act admitting a new state, although it

need not do so because it possesses that power even in the
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absence of such a provision. 3] Therefore, Congress® exercise
of power over federal public lands in a scace after admission,
standing alone, may not violate the statehood compact unless
it defeats or materially diminishes rights conferred on the
new state by the act of admission.

o ;he provisions of the Alaéka Statehood Act émended by
ANILCA all deal with the terms and conditions under which
title to lands owned by the United States will pass to

the state. Moreover, those amendments benefit the state
rather than defeating or materially diminishing any rights
the state possessess under the Statehood Act. Section

906(a) extends the time within which the state"may make
selections under Sections 6(a) and 6(b) of the Statehood Act
from 25 years to 35 years. Section 906(f)(3) gives the
Secretary of the Interior discretion to waive the minimum
tract selection size previously imposed by the Statehood

Act. Absent such authority, the state would be required to
file selections no smaller than the minimum size specified;

under the amendment, i1f the state decides it wishes to file

3/ The Pollard case 1is more generally cited for the proposi
cion chat Congress cannot reserve power over the lands
underlying navigable waters within a new state because,

under the equal footing doctrine, new states are vested with
title to chose lands to the same extent chat the original 13
states possessed such a title, and the original 13 states
never relinquished such title to :he United States.
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smaller selections, the Secretary of the Interior is given
discretionary authority to accept those selections. Finally,
Section 906(p) removes the proviso in Section 6(b) of the
Statehood Act regarding presidential approval of state
selections north and west of the so-called "PYK line"™ for
prior state selections which now are confirmed to the state
under subsections (c), (d and (g) of Section 906; absent
this provision, such approval would be required for all
chose prior selections.

Although these amendments, on their face, appear to
be unilateral action by Congress since no state consent
(either through the legislature or the executive)® 1is
required, they comprise one of the "seven consensus points"”
which the state desired in any Alaska lands legislation
ultimately passed by Congress. They were initially suggested
and drafted by the state, and were actively supported by the
state throughout the Congressional deliberations on the
bill. Accordingly, the state-has maintained that they are
bilateral amendments to the Statehood Act and have been
concurred in by the state.

Alternatively, the Statehood Act amendments could be
viewed as a permissible exercise of Congress “plenary power
over the administration of federal lands. Had Congress
attempted to diminish any of the State®s rights under the

Statehood Act, we believe it would have been acting outside
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the scope of its authority. However, where, as here, Congress
has made amendments to the Statehood Act which benefit the
state and concern only the procedures for conveyance of

land to the state rather than .the quantity or availability

of granted lands, Congress has not intruded on any state
intereﬂg and is merely exercising its constitutional authority

. # m
over federal lands within the binding framework of the

existing statehood compact )
Under either approach, we believe the result is that

the amendments to the Statehood Act which are part of ANILCA

are effective and enforceable by the state. If you have

further questions, please contact us at your convenience.

We will be happy to meet with you or any member of your

staff to discuss this opinion in greater detail.

Sincerely,

WILSON L. CONDON
ATTORNEY GENERAL

G. Thomas Koester
Assistant Attorney General
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