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O n  Friday, F o b r u a r y  28, 1992, t h e  H o u s e  S t a t e  A f f a i r s  C o n n i t t o o  
h o l d  a h o a r i n g  on H B  5 0 6  - r e l a t i n g  t o  P e r m a n e n t  F u n d  D i v i d o n d  
C h e c k - O f f  for A N W R  S u p p o r t .  T h e  C o m m i t t e e  a d o p t e d  a c o n n i t t o o  
s u b s t i t u t e  w h i c h  l o w e r o d  tho $ 5 0 . 0 0  a m o u n t  t o  $ 2 5 . 0 0  a n d  a d d e d  tho 
y e a r  o f  1994 t o  the p r o g r a m .

O n e  m a j o r  c o n c e r n  t h a t  tho C o n n i t t o o  h a d  w i t h  H B  5 0 6  w a s  the 
a d m i n i s t r a t i v e  c o s t  of t h o  p r o g r a m .  T h e  i n i t i a l  c o s t  w a s  $ 1 6,600. 
f o r  FY 93 a n d  an a d d i t i o n a l  $ 1 6 , 2 0 0 .  for FY 94. D u e  to  this 
factor, o v e r  6 0 0  A l a s k a n s  w i l l  n o o d  t o  c o n t r i b u t o  f u n d s  f r o m  t h e i r  
d i v i d e n d s  e a c h  y e a r  b e f o r o  a n y  s u p p o r t  for A N W R  w i l l  bo r e a l i z e d .  
W o  s t r o n g l y  r o c o n n e n d  t h a t  t h o  H o u s o  F i n a n c e  C o n n i t t o o  c o n s i d o r  
t a k i n g  t h c s o  c o s t s  o u t  of t h o  C o n o r a l  F u n d  r a t h o r  t h a n  t a k i n g  thorn 
o u t  of  t h o  P e r m a n e n t  F u n d  D i v i d o n d  p r o g r a m .  In t h i s  way, tho 
p e o p l e  w h o  c h o o s o  t o  d o n a t e  t h o i r  n o n o y  t o  s u p p o r t  A N W R  w i l l  b o  
a b l e  t o  d o  j u s t  t h a t  r a t h o r  t h a n  p a y i n g  for t h o  a d a i n i s t r a t i o n  of 
t h o  p r o g r a m .  T h a n k  y o u  v e r y  m u c h  for y o u r  a t t e n t i o n  to th i s  

s a t t o r .
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Member

House Finance Committee

Randy  Ph illips
State Representative 

H ouse District 15

Intaim 
P.O.Box 142 

Eagle River AK 99577 
. (907) 694-4949___

M e m o r a n d u m

EB i G

TO: Representative Gene Kubina. Chairman
/ )

FROM: Representative Randy Phillips < £ / ’

DATE: February 19, 1992

RH: I louse Bill 506, “An Act relating to contributions from
permanent fund dividends to be used for generating national 
support for the development of natural resources in the Arctic 
National Wildlife Refuge; and providing for an effective 
date.”

A

House Bill 506 has been referred to the State Affairs Committee.

Please consider this as my formal request that H.B. 506 be scheduled 
before your committee for an early hearing.

If you have any questions or comments do not hesitate to call me at 4949. 
Your cooperation is appreciated.
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A l a s k a  S t a t e  L e g i s l a t u r e

Mcmbu
H ouse  F inance C o m m itte e

R and y  Phillips
State Representative 

H ouse District 15

State Capitol 
Juneau, A K 99801 

(907)465-4949
In terim  

P.O. Box 142 
Eagle Rlvcf AK 99577 

(907) 694-4949____

TO:

FROM:

DATE:

RE:

Representative Gene Kubina, Chairman

Representative Randy Phillips ^

February 19. 1992

Sponsor Statement in Support of;
House Bill 506, "An Act relating to contributions from 
permanent fund dividends to be used for generating national 
support for the development of natural resources in the Arctic 
National Wildlife Refuge; and providing for an effective 
date."

House Bill 506 would provide that each Alaska resident who applies for a 
permanent fund dividend be given the option of donating $50 of that 
dividend to a special fund to be used for generating national support for the 
development of natural resources in the Arctic National Wildlife Refuge.

'Hie coastal plain of the Arctic National Wildlife Refuge (ANWR) may 
hold a deposit of oil and natural gas that is nearly equal to that which has 
been found at Prudhoe Bay. As oil production declines in the existing 
Norm Slope fields, it is critical for new fields to be brought on line.
ANWR holds (lie best chance of any area in Alaska to hold a significant 
quantity of oil and gas.

When U S. Senator Ted Stevens addressed tlic joint session of the Alaska 
Legislature on February 13. 1992. he proposed that Alaskans be allowed to 
contribute a portion of their permanent fund dividend to a fund to be used 
to promote the opening of ANWR. House Bill 506 would provide a 
mechanism for individual Alaskans to show their support for (lie opening

SfOXSOR STATtJtOT



of ANWR and al the same time provide funding for a grassroots campaign 
to move national public opimon toward supporting the opening of ANWR.

'Hie Alaska State Legislature recognizes the value of opening ANWR to oil 
and gas development. For FY92 the legislature authorized the expenditure 
of $3.1 million, in the Governor’s budget, for the promotion of oil and gas 
exploration in ANWR. Also in 1991. both houses of the Legislature passed 
their own version of SJR21, R e la tin g  to  o i l  a n d  y a s  e x p lo ra t io n  a n d  
p r o d u c t io n  w ith in , a n d  th e  s ta te 's  ro y a lty  s h a r e s  in  th e  d e v e lo p m e n t o f ,  th e  
A r c t ic  N a t io n a l  W ild li fe  R c fu y e .  While the two houses have not agreed to 
the final form of SJR2I, both houses have passed a version of S fR2l that 
clearly shows support for exploratory drilling and, if practical, oil 
production in ANWR.

House Bill 506 provides a simple mechanism for individuals to express 
their support.

If you have any questions or comments do not hesitate to call me at 4949. 
Your cooperation is appreciated.



FISCAL NOTE

Revision Date:______

STATE OF ALASKA
1992 LEGISLATIVE SESSION

BILL NO. HBJKHL

T111e: Contributions.frow_oerBanent-
-fund-dlyldetids______________________

Sponsor: Phillips. Hiller. HacLean_ 

Reques tor: _ J f e m . S g . - S U U  -A f.fd .lr.JS_____

Agency Affected: Revenue______________

bru : _2tiaan« nJL£uridJ)ly Lde ad__DMilm. 
Components:_P.eiiMnent fund. Dividend

-fll v l i l o n .
COHPONENT SERIAL NO. 9 B 1

EXPEMDITURES/REVENUESltThousandS ofDol ars) ___
FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

OPERATING

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPHENT
LANDS I  STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS

14.1

2.5

13.7

2.5

___ IQIAJL.0P EMIU1G_____ 16.6 16.2

_CA£1IAL

i: JEVENUL T

FUNDING: ( Thousands o f_ D o lla r s )
GENERAL FUND 
FEOERAL FUNDS
OTHER (SPECIAL ANHR ACCOUNT) 

J D I A L

gQSlllQHi;.
FULL-TIME 
PART-TIME

JIMEMARL

16.6
16.6

16.2
16.2

Estimate of current year lapact: None.

Phone: 465-2323
Date: February 20. 1992

“  c u j i x . -
Prepared By: _JjKPU-.CxJiUllAlS__________-
Olvlslon: Permanent Fiflyd D|v1dend Dlvlil

Approved by Coanissloner: ‘
Agency:_____ReifflUf_______

Distribution (by preparer): Legislative Finance. Legislative Sponsor. Requestor. 0N8. &

Impacted A g en cy (les).
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ALASKA DEPARTMENT OP REVENUE PERMANENT FUND DIVIDEND DIVISION UD-5Q6 ANALYSIS An of February 20, 1992
A a a m cptlo n a :

1. Thia bill ia tho only Permanent Fund Dividend checkoff bill that will becomo law. Thia flacal note would change if other PFD checkoff billa are introduced and become law.
2. The Department of Admlnlatration will charge the Department of Revenue for the required additional coitputer time.
3. The coat of programming c h a n g e s  wiJ 1 be a one-time coat. Ongoing maintenance of new programs would be accomplished by existing staff. Tho computer aystem will need to be changed to account for tho change in tho program, to eatabllah new accounting controls and to provide for the transfer of funds to the trust account. The following taska will require the following programming hours.

llaiua
a. M ftn g _ P a t.a^ E a .tzy -L sg cc3 3 ln g _ r.,£dA L sa 75.0(1) Data entry

(2) Batch lists(3) Corrections(4) Nang to IBM transfer
b. m L l i l i  £jCQCMElag-flprfAfa 30.0(1) Edita(2) Batch listings(3) W o r k s h e e t s

c. CICS Online Progress for Lcckus and,Chancea 37.5
d. Nlahtlv_UpAatg -Ql-Oumattfl 22.5
O. Warrant Jobs 90.0(1) Printing warrants with difforentamounts. Include check stub messages. 

r2) Modify warrant registers as needed for balancing.(3) Create new program for transferringaccumulated decisions to trust account and to account for the reserve necessary due to returned and̂caneelled PFD warrants.
f. Miscellaneous 45.0(1) Setting up teat files on IBM

(2) Systems testing

I q l a I  H a m a  -K-l- . q
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00  306 ANALYSISAs of February 20, 1992

4. One Document Processor X position would be required for three months to assist In the manual review and coding of 525,000 applications. One Data Processing Clerk I position would be required for two months to assist In data capture.
5. Garnishments and assignments will take precedence over contributions in the order established by statute. The PFD Division will only honor contributions to the extent than an individual's permanent fund dividend has not otherwise been assigned or garnished.
6. The PFD Division will be responsible for electronically transferring contributions to the special fund account.
7. The Treasury Division will be responsible for the accounting and management of the special account.
Coat Sanaa r/r
1 .  f e r i a n a l  S e r v i c e s

1 PPT Analyst/Programmer V, R21 8 57,057.40/Ho including salary and benefits for 2 months.PCll 04-6011 would be funded for an additional2 months.
1 PPT Document Processor I, R7 f 52,660.39/Ko including salary and benefits for 3 months.Thia position represents tho equivalent of the additional time and effort.
1 PPT Data Processing Clerk X, R9 8 62,867.86/Ho including salary and benefits for 2 months.1 la position represents the equivalent of tre additional time and effort.
Total Personal Services

2. C a n u r a c m a i  StLrvJLaga
a. Data Processing Chargeback
TOTAL COST 1

JE X -22 -IJL .2 J

5 14.1 5-0-

- 0 -  8 .0
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Ju n e  18, 1990

MEMORANDUM

TO:

FROM:

RE: Economic P ro sp e c ts  o f  ANWR v o rsu s  M arginal F ie ld s
R esearch  R equest 90 .147

You asked  i f  th e  s t a t e ' s  eco n o e ic  i n t e r e s t s  e i g h t  be b e s t  s e rv e d  by p ro a o tin g  
th e  developm ent o f  known e a rg in a l  f i e l d s  on th e  N orth  S lo p e  r a t h e r  th a n  u rg in g  
th e  fe d e ra l  governm ent to  open th e  A rc t ic  N a tio n a l W i ld l i f e  R efuge (ANWR) to  
d r i l l i n g .

There eay  be v a l id  s o c ia l  and en v iro n m en ta l re a so n s  f o r  th e  s t a t e  o f  A laska  n o t 
to  prom ote p e tro le u m  e x p lo ra t io n  in  ANWR; in d e ed , to  a t te m p t to  b lo c k  th e  

j f e d e ra l  g o v e m o e n t from a u th o r iz in g  f u r th e r  e x p lo r a t io n .  However, f r o e  a 
s t r i c t l y  ec o n o e ic  p e r s p e c t iv e ,  i t  i s  h ard  to  d ev e lo p  a c a s e  a g a in s t  p e n e t r a t io n  
o f  ANWR by th e  o i l  in d u s try .  T h is i s  because  1) th e  g e o lo g ic  s t r u c t u r e s  in  
ANWR h o ld  th e  p o t e n t i a l  o f  v ery  l a r g e  d i s c o v e r ie s ;  2) th e r e  is  v e ry  l i t t l e  th e  
s t a t e  can  re a s o n a b ly  do to  prom ote th e  d e v e lo p e e n t o f  known e a r g in a l  f i e l d s  
e lsew h ere  on th e  N orth  S’.o p c ; 3) d e v e lo p e e n t o f  a d is c o v e ry  In  ANWR, even a 
m ajo r d is c o v e ry ,  sh o u ld  n o t be an o b s ta c le  to  developm ent o f  e a r g in a l  f i e l d s  
e lse w h e re ; 4) d e v e lo p e e n t o f  a com m ercial d is c o v e ry  In ANWR would s t im u la te  
th e  e x p lo ra t io n  f o r  a d d i t io n a l  f i e l d s  and sak e  p o s s ib le  th e  d e v e lo p e e n t o f  new 
e a rg in a l  f i e l d s ;  and 5) d e v e lo p e e n t o f  a com m ercial d is c o v e ry  in  ANWR would 
h e lp  m a in ta in  th ro u g h p u t o f  th e  tra n s -A la s k a  p ip e l in e ,  and th e re b y  low er th e  
c o s t  o f  p ip e l in e  t r a n s p o r t a t i o n  f o r  a l l  N orth  S lope  p ro d u c tio n  (and in c re a s e  
s t a t e  r o y a l ty  and se v e ra n c e  ta x  re v e n u e ) .

P o te n t ia l  o f  ANWR

On th e  b a s i s  o f  in fo rm a tio n  o b ta in e d  from s u r f a c e  s tu d ie s  and se is m ic  s u rv e y s , 
th e  c o a s ta l  p l a in  o f  AhVR is  u n d e r la in  by some v e ry  la r g e  g e o lo g ic  s t r u c t u r e s  
t h a t  co u ld  c o n ta in  q u a n t i t i e s  o f  o i l  com parable to  th e  P rudhce Bay f i e l d .  Of 
c o u rs e ,  w h e th e r th e y  do o r  no t can  be  known o n ly  by d r i l l i n g .  T here have been 
many p ro m isin g  s t r u c t u r e s  in  A laska th a t  w ere found to  be d ry  bv d r i l l i n g .  The 
Mukluk fo rm a tio n  In f e d e ra l  w a te rs  o f  th e  B e a u fo r t Sea i s  th e  best-know n re c e n t  
exam ple ©f th e s e ,  b u t th e r e  have been  o th e r s  a s  w e l l .  In d eed , a p p ro x im a te ly  
75 w e lls  have been d r i l l e d  in  f e d e r a l  o f f - s h o re  la n d s  in  th e  l a s t  d e c a d e , and 
o n ly  one ( i n  th e  B eau fo rt S ea) may p rove  to  have o i l  o f  com m ercial 
s ig n i f i c a n c e .

l i e .  i r s u i o i  -  o v i



The U .S . D epartm ent o f  th e  I n t e r i o r  e s t im a te s  th a t  in  th e  c o a s ta l  ANWR p la in  
th e r e  i s  a 19 p e rc e n t  p ro b ab i 1 1 ty  o f  d is c o v e r in g  hyd ro carb o n s t h a t  a rc  econom ic 
to  p ro d u ce . The d e p a r tm e n t 's  g e o lo g is t s  b e l ie v e  t h a t  a f i e l d  o f  abou t 450 
m i l l io n  b a r r e l s  o f  r e c o v e ra b le  o i l  i s  th e  econom ic th r e s h o ld .  They e s t im a te  
t h a t ,  i f  a c o m o r c ta l  f i e l d  i s  found, i t  has a ro u g h ly  50-50 chance o f 
c o n ta in in g  3 .2 3  b i l l i o n  re c o v e ra b le  b a r r e l s ,  and a f iv e  p e rc e n t chance o f 
c o n ta in in g  o v e r  n in e  b i l l i o n  re c o v e ra b le  b a r r e l s .  E s tim a te s  by th e  s t a t e  o f  
A la s k a 's  g e o lo g is t s  a re  somewhat more p e s s im i s t i c ,  b u t im p re ss iv e  n o n e th e le s s .

The econom ic im pact on th e  s t a t e  o f  a m u l t i - b i l l i o n  b a r r e l  d is c o v e ry ,  un d er any 
c o n c e iv a b le  re v e n u e -s h a r in g  fo rm ula  th a t  m ight be ad o p ted  by C o n g ress , would 
e c l ip s e  th e  Im pact o f  d e v e lo p in g  known m arg in a l f i e l d s  on th e  N orth  S lope 
to d a y .

Most N orth  S lope  m a rg in a l f i e l d s  a r e  eco n o m ica lly  m a rg in a l b ecau se  o f  t h e i r  
sm all s i z e  in  r e l a t i o n  to  th e  h ig n  c o s t  o f  developm ent in  th e  a r c t i c .  The c o s t  
r e c e n t  d is c o v e ry  on th e  N orth  S lo p e , a t  P t .  M cIn ty re , i s  e s t im a te d  to  c o n ta in  
ab o u t 300 m i l l io n  b a r r e l s  o f  re c o v e ra b le  o i l .  ( I f  t h i s  f i e l d  w ere d is c o v e re d  
in  V est T ex as, i t  would be c o n s id e re d  a m ajo r f i n d . )  What c a k e s  t h i s  f i e l d  
com m ercial in  th e  a r c t i c  Is  i t s  p ro x im ity  to  th e  Prudhoe Bay i n f r a s t r u c t u r e .  
L ike o th e r  N orth  S lope  m arg in a l f i e l d s ,  i t  i s  c o m p a ra tiv e ly  s m a ll :  P t .
M cIn ty re  i s  th o u g h t to  c o n ta in  o n ly  th re e  p e rc e n t  o f  th e  r e c o v e ra b le  re s e rv e s  
o f  Prudhoe Bay.

A ttach ed  to  t h i s  memorandum i s  an e x c e rp t  from H f s t o r i a l  end P r o je c te d  O il end 
Gas C o n su n p tio n , J e n u s r y ,  1990, by th e  D iv is io n  o f  O il and Gas o f  th e  
D epartm ent o f  N a tu ra l R e so u rc e s . Table 2 .1  shows th e  e s t im a te d  p ro d u c tiv e  
c a p a c i ty ,  u n d e r th r e e  p r o g r e s s iv e ly  o p t im is t i c  s c e n a r io s ,  o f  known o i l  f i e l d s  
in  A la sk a . N ote t h a t  West Sak i s  p o t e n t i a l l y  a v e ry  la r g e  p ro d u c e r . However, 
West Sak o i l  i s  heavy and c o n ta in e d  in  sands th a t  cak e  i t  v e ry  ex p e n s iv e  to  
p ro d u ce . D evelopm ent o f  t h i s  * > 1 d  demands ro b u s t  o i l  p r i c e s .  R o y a lty  and 
se v e ra n c e  ta x  c o n c e s s io n s  by t , .e  s t a t e  m igh t en co u rag e  th e  f i e l d  ow ners to  
b eg in  p ro d u c tio n  so o n e r  th a n  th e y  o r d i n a r i l y  w ould, b u t th e  econom ic r e tu r n  to  
th e  s t a t e  u n d e r th e s e  c o n d i t io n s  may no t be g r e a t .  (See d is c u s s io n  b e lo w .)

March S, 1990
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P o lic y  O p tio n s  f o r  M arginal F ie ld s

I t  i s  n o t c l e a r  w hat th e  s l a t e  o f  A laska can p ru d e n tly  do to  en cou rage  th e  
developm ent o f  more N o rth  S lo p e  m arg in a l f i e l d s .  The r e c e n t  econom ic l i m i t  
f a c t o r  ( E l f )  r e v i s io n  v i r t u a l l y  e l im in a te d  s e v e ra n c e  ta x e s  on m ost o f  th e  
s m a l le r  f i e l d s  ( o r  t h a t  was i t s  i n t e n t ,  in  any c a s e ) ,  f o r  th e  m ost p a r t ,  th e  
developm ent o f  th e s e  f i e l d s  h in o e s  on th e  p r i c e  o f  o i l  (m ore p r e c i s e ly ,  
e x p e c ta t io n s  o f  th e  f u tu r e  p r i c e  o f  o i l ) ,  w n tle  f u r th e r  s t a t e  econom ic su b s id y  
m ight t i p  th e  s c a le s  tow ard  deve lo p m en t, th e  n e t lo n g - te rm  b e n e f i t s  o f  g r a n t in g  
such su b s id y  i s  n o t c l e a r .  In  any c a s e ,  w h e th e r o r  n o t th e r e  i s  a n e t econom ic 
b e n e f i t  t o  th e  s t a t e  by g r a n t in g ,  f o r  e x a e p le .  r o y a l ty  a n d /o r  s e v e ra n c e  ta x  
c o n c e ss io n s  to  prom ote th e  developm ent o f  m a rg in a l f i e l d s ,  th e  p o t e n t i a l  
b e n e f i t  i s  i n s i g n i f i c a n t  in  com parison  to  th e  p o t e n t i a l  b e n e f i t  to  th e  s t a t e  
o f  p u rsu in g  ANWh  d ev e lo p m en t.



S im ultaneous D evelopm ent o f  AW* and K arg ln a l F lo ld s

W hile a m ajor developm ent e f f o r t  In  Ajflrtt n ig h t  d e la y  t h t  developm ent o f  s o w  
m arg ina l f i e l d s  f o r  a tim e , t h e r t  i s  no re a so n  to  b e l ie v e  t h a t  developm ent o f  
b o th  r e s o u rc e s  would n o t o c c u r  s im u lta n e o u s ly  i f  econom ic c o n d i t io n s  w tre  
fa v o ra b le  fo r  p u t t in g  m arg in a l f i e l d s  In to  com m ercial p ro d u c t io n .  W hile a 
company w ith  com m ercial AKW* a c re a g e  p re o c c u p ie d  w ith  d e v e lo p in g  i t  n ig h t  
p o s tp o n e  developm ent o f  a s n a i l  f i e l d  e ls e w h e re , g e n e r a l ly  sp eak in g  m a rg in a l 
f i e l d s  w i l l  be p roduced when I t  I t  e co n o m ica lly  f e a s i b l e  to  do so . I t  seems 
u n l ik e ly  th a t  a s h o r ta g e  o f  c a p i t a l  o r  e a r  pow er, f o r  exam ple , u o u td  be c r e a te d  
by th e  demands o f  AWP developm ent and th e re b y  impede developm ent o f  m a rg in a l

Kirch 5. 1990
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Commercial developm ent o f  d i s c o v e r ie s  In ajftfp w i l t  r t g u l r e  s tro n g  o i l  p r i c e s .  
D epartm ent o f  th e  I n t e r i o r  e s t im a te s  o f  p ro d u c tio n  in  Ajftffl a r e  b a sed  on p r i c e s  
o f  p e r  b a r r e l  and h ig h e r ,  p lu s  c o n s ta n t ly  e s c a l a t i n g  r e a l  p r i c e s  th ro u g h o u t 
th e  l i f e  o f th e  f i e l d .  I h t s e  p r i c e  a ssu m p tio n s  w ould d o u b t le s s  be s u f f i c i e n t  
t o  b r in g  known m arg in a l f i e l d s  on th e  K orih  S lo p e  I n to  p ro d u c t io n .

A K W  and D evalopm ent o f  H e w  K irg ln a l  F i e l d s

t
from  th e  s t a t e ’ s econom ic p o in t  o f  v iew , developm ent o f  a m ajo r f i e l d  in  AMffi 
i s  d e s ir e a M e  b ecau se  i t  would s t im u la te  more e x p lo r a t io n  and make th e  
p ro d u c tio n  o f  s m a lle r  f i e l d s  In  th e  v i c i n i t y  f e a s i b l e .  S n a il  f i e l d s  in  th e  
a r c t i c  must s h a re  I n f r a s t r u c t u r e  t h a t  I s  J u s t i f i a b l e  by huge f i e l d s .  A ll o f  
th e  sm a lle r  f i e l d s  on th e  K orth  S lo p e  com bined, in c lu d in g  K upam k. c o u ld  n o t 
su p p o rt c o n s t r u c t io n  o f  th e  t r a m - A la s k a  p i p e l i n e .  Prudfco* bay made p o s s ib le  
th *  developm ent o f  th e  Kuparuk f i e l d  and th e  o th e r  p ro d u c in g  f i e l d s  on th e  
h o r th  S lo p e . D evelopm ent o f  a m a jo r  d is c o v e ry  in  w ould le a d  t o  a d d i t io n a l  
e x p lo ra t io n  in  th e  v i c i n i t y  (a s  d»d th e  d t ic o x e r y  a t  P rudhoe t a y ) ,  and im p ro .e  
th e  econom ics o f  d e v e lo p in g  s m a l le r  lo c a l  f i o l d s  th a t  c o u ld  n o t b e a r  th e  c o s t  
o f  a c o n n e c tin g  p ip e l in e  and o th e r  f a c i l i t i e s  on t h e i r  own

lo w er t r a n s p o r t a t i o n  C o sts

p ro d u c tio n  would N i p  r a t h e r  th a n  h in d e r  t N  developm ent i f  known m a rg in a l 
f i e l d s  b ecau se  i t  would low vr p ip e l in e  t a r i f f s  f o r  a l l  o i l  p r rd u c e d  on th e  
H crtn  S lo p e , i r e  t r e * | .A la s k a  p ip e l in e  c u r r e n t ly  has  a th re v g 'p w t c a p a c i ty  o f  
ab o u t two m i l l io n  b a r r e l s  p e r  d ay . A p p ro tim a te ly  I . I S  m i l l i o n  b a r r e l s  p e r  day  
a re  c u r r e n t ly  b e in g  t r a n s p o r te d  by th e  p i p e l i n e ,  t h i s  d a l l y  th ro u g h p u t w i l l  

A ll as p ro d u c tio n  from  t N  A rudhoe la y  and tw paruk  f i e l d s  d e c l i n e s .  As 
th ro u g h p u t d e c l in e s .  t N  c h a rg e  p e r  b a r r e l  o f  o i l  g o in g  th ro u g h  t N  p i p e l t N  
w il l  in c re a s e  b ecau se  t h i s  o i l  m ust pay o p e ra t in g  c o s t s  o f  t N  p i p e l i n e ,  w hich 
•  » > n e t d e c l in e  s i g n i f i c a n t l y  as volum es d e c l in e .  N w  p ro d u c t io n  from  k w s



f i e l d ( s )  would h e lp  s u s t a in  th ro u g h p u t l e v e l s ,  and th e re b y  Improve th e  
econom ics o f  p ro d u c tio n  from  m a rg in a l f i e l d s .  A lso , to  th e  e x te n t  AKW 
p ro d u c tio n  low e-ed  p ip e l in e  t a r i f f s ,  th e  s t a t e ’ s r o y a l ty  and se v e ra n c e  ta *  
r e tu r n s  from  a l l  N orth  S lo p e  p ro d u c tio n  would in c r e a s e .

Karch S, 1990
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1 hope t h i s  In fo rm a tio n  I s  u s e fu l  to  y o u . I f  you would l i k e  f u r t h e r  a n a ly s i s  
o f  th e  q u e s t io n ,  p le a s e  « .o n tac t t h i s  agency .

A ttachm ent
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RESERVE ESTIMATES AND ROYALTY SHARE
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IKM iftd operating C M tllM l, and |kc ptojfClcd 
»f Ilkrtd pike of ike produttd oil have Uymkd 
commercial development ol these relatively shat- 
lo* (bvi very large) resource*
A R C O  completed o n  major pilot production 
project ia ike Kvpiivl finer UM and laboratory 
research continues in an effort to improve project 
performance a-d economic* A R C O  k u  drilled 
one well ia a proposed 25 *«0 program at p u t ol 
• second tr*joe 'West Sak* pilot production 
project in ike Kuparuk Rntr Uait. Tie operator 
*dl use a »tfl spacing paiieta which b  leu dense 
than was used io the first pilot project and wiliest 
•ailoui »tU bore completion techniques again in 
an attempt to improve individual »cD production 
tatev A  R  C O  wvffalso conduct a *  ate» Hood pro­
gram lo leu ike influence ol ike laigct *tD tpxm g 
on oil recovery nnd «c0 performance Unfor* 
innately. Ike second West Sak pilot b  cuncnlly 
autpcndcd. and «  b  not lno>a «ken. or il. A R C O  
w s ff  tctume its Wcu Sak leumg p r o g r a m .

Dwting 1989 Conoco duffed lone leu » tlh  ia 
Mdne form Una lotest ike eoensne shallow oil 
sands in that unit. Wakikercsumptiono!prodoc* 
iion ope t ations at Milne Point Una.Conoco Hopes 
io aHo begm commercial production from the 
shadow oil sands in the very near fwiure

Technology ewsit to p o l M  a  ike range ol 
WjOOO barrels pci da) ol od from ike thaffo* 
north slope oil sands, i« t current economic* do 
W  appeal to fiwor any type ol full teak dc velo?* 
o c m  Is the Kuparuk R ntr Unit, the Kuparuk 
Rner reservoir owners and the West Sak reservoir 
owners arc discussing facileies-tkariag agree* 
sscms b e e t le  they wow'd peat!) itducc the fu­
ture Wcu Sak development to m  At unused 
production and pioccssing capacity ia the 
Kuparuh o*l production become a«ad*
aMe ia ibe late I W s  the Weu Sak tesenou may 
be brought on bac to ofltet some of the dtcba>ag 
production. D o tlc p n e a o li le  Wcu Sak react* 
sts  ntifi also req. je  diX.*g many hundreds ol 
adda»ooa) we I  a and the construct son ol many 
more didltices and pxpckacs These costs cannot 
be avoided by use of fac«4y sharing apccm rats
T a h k s  2 2  i f d  2 3  b >  p r o d u c t i o n  f o r e c a s t s  f o r  

s o m e  o l  t h e  f u l i s  L t t r d  j  T a V k  2 1 T i g n e  2 I  

g r a p h s  i k e  t s i i s i i t s  of t o t a l  p r o d u c t i o n  a n d  

r ^ g w r s  2 2  a * d  2 3  g r a p h  t h e  c t ' o a a u s  o f  t h e  
r o y a f c y  s h a r e  N o r t h  S l o p e  o l  p r o d u t v o o  * s f f  

d e c k * .  f u r t W t  a  I W  T > e  d c c L * c  k  b e g i n n i n g

e . r l e r  a n d  » s S  b e  w e e p e r  i b i  e * r U r r  f o r e c a s t s

m d ' C i i r d  T o t a l o d  p r o d u c t i o n  f r o m  s la t e  o w n e d  
U n d s  w i l l  d e c l i n e  t h r o u g h  t h e  |9 9 0 s

C u r r e n t l y .  N o r t h  S lo p e  n i t u t t l  g s s  b  n o t  c  s p u r t e d  
B o t h  i h c  A la s k s  N a t u r a l  G s s  T r a n s p o r t a t i o n  S y s ­
t e m  ( A N C T S )  a n d  t h e  T r a n s  A t a r i  a  G a s t i n c  S y t *  
le a s  ( T A G S )  a t e  p r o p o s e d  m e a n t  o l  m o v i n g  N o r t h  
S l o p e  g a t  t o  m a r k e t  T o  d a t e ,  n e i t h e r  p r o j e c t  h a t  
s e c u r e d  f i n a n c i n g  o r  a  g u a r a n t e e d  m a r k e t .  T h e  
c o n t i n u e d  v o l a t i l i t y  a n d  u n c e r t a in t y  i n  o i l  a n d  g a s  

p r i c e s ,  t h e  r e la t i v e  I )  a b u n d a n t  w o r l d w id e  s u p p l i e s  
o l  n a t u r a l  g a s ,  a n d  t h e  s h e e r  m a g n i t u d e  a n d  c e n t  

o I  t h e  p r o p o s e d  p i p e l i n e  p r o j e c t s  c o m b i n e  t o  
m a k e  t h e  p r o s p e c t i v e  p u r c h a s e r s  o l  t h e  g a s .  t h e  

' ‘- n a n c i a l i n u l t i i t i O A S . i n d i h c  p r o je c t s *  s p o n s o r s  a l l  
v e r y  c a u t i o u s  a t  t h i s  t im e .  E f f o r t s  t o  s e c u r e  
m a r k e t s  f o r  t h e  g a s  c o n t i n u e .  M o w t v e r ,  s t a r t  u p  
o l  t h e  A N G T S  o r  T A G S  p r o j c c i  c a m  a t  b e  « a *  
p e c t c d  u n t i l  f i n a n c i n g  f o r  o n e  o r  b o e h  p r o j e c t s  b  
a r r a n g e d ,  a n d  f i n a n c i n g  I d t l y  w i l l  n o t  b e  f i n a l i z e d  
u n t i l  l o n g  t e r m  s a le s  a g r e e m e n t s  f o r  t h e  g a s  a r e  

g u a r a n t e e d ,  t o  a d d e i o n ,  i k e  k s s c e s  ( p r im a r i l y  

A R C O .  E o o n  a n d  B P  ( A la s k a )  I n c  )  h a v e  n o t  
a g r e e d  t o  s e l l  t h e  g a s  t o  c i t h e r  p i p e l i n e  c o m p a n y .

E t a o  R e s o u r c e s  C a n a d a .  G u l f  C a n a d a  R e s o u r c e s  
a n d  S h e l l  C a n a d a  a p p b e d  t o  t h e  C a n a d i a n  N a t io n *  
a l  E n e r g y  B o a r d  i n  19SJ f o r  p e r r a b s i o o  t o  e  s p o r t  

g a s  f r o m  t h e  C a n a d i a n  B e a u f o r t  S e a  a n d  M a c *  
K c n r i c  R n c r  D t h a  t o  t h e  U n i t e d  S t a t e s .  I n  O c ­

t o b e r  I W 9  t h e s e  c o m p a n i e s  r e c e i v e d  c o n d i t i o n a l  
a p p r o v a l  f o r  t h e  c i p o r t  F o o t h i l l s  P ip e  L i n e s  ( t h e  

C a n a d i a n  s p o n s o r  o l  t h e  A N G S T  p r o j r c i )  h a s  

f i k d  a o  a p p l i c a t i o n  » u h  t h e  C a n a d i a n  N a t i o n a l  

E n t r p  B o a r d  l o b u J d  t h e  M t c K t r o t  V a l l e y  p s  

p i p e h a e .  T h b  p r o j e c t  w o u l d  b e  i n  d u c e s  c o m p e l i-  
l i o n  » « h  A l a s k a  N o r t h  S l o p e  g a s  f o r  p o t e n t i a l  U  
S  m a r k e t s ,  b m  i t  m ^ S t  a ls o  b e  a n  i n c e n t i v e  t o  

r e - e v a lu a t e  i b e  o n c e  p r o p o s e d  g a s  p i p e l i n e  f r o m  
p r u d h o e  B a y  e a s t  a c r o s s  t h e  A r c t i c  N a t i o n a l  

W d d L f c  R e f u g e  t o t h c C a & a d a n  M x K r m e  R r » e r  
D c h *  a r e a  S u c h  a  p p c S n c  p r o b a b l y  w o u l d  b e  

m u c h  c h e a p e r  t o  t v J J  t h a n  e n h t r  A N G S T  ct 

T A G S  A t  t h a  : » a e  n o  e s t im a t e s  o l  c o n s t r u c t i o n  
o r  t r a n s p o r t  a t  i o n  t o u t  a r c  a s a d a b k  f o r  t h b  t y p e  

o f p r o p o t a l  U a d d a > c o .  A N W R  l c g k l * t i o n  u n d e r  

c o n s i d e r a t i o n  b y  C o n g r e s s  w o u l d  c s p r c s s l y  
p r o J u S t  t h e  c o n s t  r u n  o f  a  j u p e k f t c  c * u « * t d  

a e n n s  v J J r i M t s  n o t  us A V A R  t o  iK e  U S  * 
C r ' ) < ! a N r J r r .

BP ( A l » t l a )  I n c  p r o p e r * *  t o d f v e ' o p s h e  N  i l w k  

• C K A o a ,  l o c a t e d  a b o u t  o * c  m d t  o f f s h o r e  * n  t h e  
B .  a a k v t  S e a  j u w  n o n h  o I  P r w ^ e  B a v  B P  rs- 

( .m a t e s  t h a t  * h *  r t s e n o b  c o v U  p r o d u c e  u p  t o  
3ft,<a'a'. b » u f K  p e r  d a »  o f  c«4 K * g  • »  * g  m  1 ^ 2  »4
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(TIioucmiiIi o( D trrrli |>»f Dijf)

2

1

I i

f i g u r e :  i

1993 i f  d e v e l o p m e n t  p l a n s  a t e  a p p r o v e d  i n  a  t im e l y  
m a n n e r .  T h e  p r o p m a l  i n c l u d e s  a  6 .600  f o o t ,  
gravd-All c a u s e w a y  w h i c h  s t a te  a n d  f e d e r a l  a g e n ­

c i e s  a r c  o o w  r e v i e w i n g .  T h e  U .  S . A r m y  C o r p s  o f  
E n g i n e e r s  h u d  i s s u e d  a  p r e l im in a r y  f i n d i n g  t h a t  

( h e  c a u s e w a y  w a s  u n a c c e p t a b l e  a s  p r o p o s e d  b u t  
h a s  s i n c e  w i t h d r a w n  t h a t  f i n d i n g .  P e r m it  a p p l i c a *  

l i o n s  a r e  a l s o  s t i l l  p e n d i n g  w i t h  s t a le  a g e n c ie s  T h e  

N o r t h  S I .  p c  B o r o u g h  h a s  a p p r o v e d  t h e  a p p l i c a ­
t i o n  S t a t e  a g e n c ie s  m ig h t  n o t  a p p r o v e  t h e  p r o j e c t ,  
o r  B F  may b e  i n q u i r e d  t o  s u b s t a n t ia l l y  m o d i f y  i t s  
d e s i g n .

I n  e a r l y  19SS, A l a s k a  b e c a m e  t h e  n u m b e r  o n e  o d  

p r o d u c i n g  s t a r e  i a  t h e  o a t i o e .  H o w e v e r ,  w i t h  t h e  

o n g o i n g  d e c l i n e  i a  p r o d u c t s o o  a t  P r u d h o e  B a y .  
T e u s  h a s  a g a in  r e g a i n e d  t h e  n u m b e r  o n e  p t o d u c *  

is g  sp<4 .

P r u d h o e  B a y ' s  c u r r e n t  p r o d u c t i o n  r a t e  o f  I  A )  

m i l l i o o b a n e U  p e r  d a y  o f  c r u d e  o i l  a n d  c o n d e n s a t e  

a  c i p e c t e d  t o  c o n t i n u e  it s  s low * d e c l i n e  i n  1 9 % . 

T h e  a c t u a l  r a t e  o f  t h e  d e c l i n e  w i l l  b e  in f l u e n c e  J  b y  
t h e  l e v e l  o f  in f d )  d e v e l o p m e n t  d r i l l i n g  r a t e  o f  

d e v t l c p r a c o t  o f  t h e  A c id ' s  W e s t  E n J  a n d  P  P a d .  
s c h e d u l i n g  o f  w e l l  w o r k m e n  a n d  e q u i p m e n t  

r r p a u s , w a t e r  a n d  t r . i s d W c  g a s  in .- e c t ic a  r a t e s ,  a n d  

i h c  c a p a S J t K v  o f  t h e  in s t a l l e d  a n d  lo - b e - in s t a l l e d  
g a s  h a n d l i n g  a n d  w a t e r  h a n d l i n g  f a c i l i t i e s

T h e  I  r u d b i K  B a y  o « n r r s  l a v e  a p p r o v e d  t b f  cc-a* 
u  r u c t i o n  o f  G H \ * 1 ,  a  m a jo r  e t *  g a s  h a * d ’ > rg  

e v p  , p s i c n  p c j t P ,  a n d  C O *  s t r u c t  i o n  u  t n d r r w a v  

a t t h is  t im e .  T h <  p r o j t c i  is  d e n g » ; J  t o h o t f t h c  

a x *  u n i  o f  g a s  t h a t  < j* .  h e  f t i d v t t i .  k » * J ‘ J  .  I

t c m j c c t c d  f r o m  a b o u t  

3 3 b i l l i o n  c u b i c  f r e t  
p e r  d a y  l o  j u s t  u v c t  5 
b i l l i o n  c u b i c  f e e l  p e r  
d a y .  B o t t l e n e c k s  i n  
g a s  p r o c e s s i n g
f a c i l i t i e s  a n d  i n s u f f o  
c i c n t  g a s  c o m p r e s s o r  

c a p a c i t y  a r e  c a u s i n g  a 
g a s  o v e r l o a d  i n  t h e  
f i e l d  p r o d u c t i o n  

f a c i l i t i e s  a s  g a s  
p r o d u c t i o n  f r o m  t h e  

f i e l d  i n c r e a s e s .
O p e r a t o r s  a r c  r c d u c *  
i n g  o i l  p r o d u c t i o n  

r a t e s  b e c a u s e  t h e  g a s  
p r o c e s s i n g  f a c i l i t i e s  

c a n n o t  h a n d le  t h e  i n ­
c r e a s e d  a m o u n t  o f  
g a s  a s s o c i a t e d  w i t h  

t h e  h ig h e r  o i l  p r o d u c t i o n  r a t e s .  T h e  a v e r a g e  o i l  
p r o d u c t i o n  r a t e  i n  1990 m ig h t  n o t  r e a c h  t h e  a l ­
l o w e d  a n n u a l  a v e r a g e  l i  m i l l i o n  b a r r e ls  o f  o i l  p e r  

d a y .  S t a r t  u p  o f  t h e  G H X - 1  f a c i l i t i e s  i n  l a t e  1990 
w i l l  a l l e v i a t e  s o m e  o f  t h e  g a s  o v e r l o a d .  T h e  

p r o d u c e r s  a r e  a l r e a d y  s t u d y in g  a  s e c o n d  p r o j e c t .  
G H X - 2 .  w h i c h  w o u l d  b o o s t  t h e  g a s  h a n d l i n g  

c a p a c i t y  i n  t h e  f i e l d  tc- a b o u t  1 5  b i l l i o n  c u b i c  f e e t  
p e r  d a y .

S i a n - u p o f  i h c  G H X - 1  p r o j e c t  r a n d  t h e  p o t e n t i a l  
f o r  t h e  G H X - 2  p i c j e c i ) » t U  h e l p  s lo w  t h e  d e c l i n e  

o f  o i l  p r o d u c t i o n  a t  P r u d h o e  B a y .  I f  a d d i t i o n a l  g a s  
h a n d l i n g  f a c i l i t i e s  a r e  n o r  in s t a l l e d ,  t h e  d e c l i n e  w v l l  

b e  m u c h  m o r e  r a p i d  t h a n  c u r r e n t ly  a n t i c i p a t e d .  I n  

r e l a t i v e  t e r r a s ,  m o r e  a n d  m o r e  g a s  w i l l  b e  
p r o d u c e d  a l o n g  w i t h  e a c h  b a r r e l  o f  o i l  a s  o i l  

p r o d u c t i o o  c o n t i n u e s  o v e r  t h e  y e a r s .  I f  t h i s  a d d i ­
t i o n a l  g a s  c a n o o c  b e  p r o c e s s e d  a n d  r e i n j e c t e d ,  t h e  

c d  p r o d u c t i o n  r a t e  » ;0  h a v e  t o  b e  c u t  b a d  e v e n  

f u r t h e r .

E v p a n s i o e  o f  i b e  P r u d h o e  B a y  A d d  w a t e r  h a n ­

d l i n g  f a c i l i t i e s  i t  a ls o  u n d e r w a y  M a j o r  c o n s t r u e -  

t * o o  p r o j e c t s  a r c  p l a n n e d  f o r  1990 t o  b o o s t  w a t e r  

h a n d l i n g  c a p a c i t y  T h e s e  im p r o v e m e n t s  w a l l a l s o  

h e l p  t o  k e e p  t h e  o i l  p r o d u c t i o n  d e c l i n e  r a t e  f r o m  

r a p i d l y  e s c a la t in g

£ > c n  w i t h  t h r t e  m a jo r  g a s  a n d  w a t e r  h a n j ' m g  

im p r o v e m e n t s ,  t h e  c s l p r o d u * t i o «  r a t e  w i l l  c o n ­
t i n u e  t o  d r .- p  F a c i'- ty  a n d  p i p e l i n e  d cn * t»  t im e  is  

• • * , u j i > f  y c a t  t o y e a r  a* c o e r c i o n  a r - J e r c h a r i ­

o t  » .  <» t . i f  « h r . r  t o l l  T h e  T  h P S  p  p e l  n ;  tc-  

q - . o . d  • j ’  ^ a n t  m / U e - u N C  a * ! . * r e p .  r  t n  I H
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and operators plan major corrosion related work 
for 1990. including the replacement of a nine-mile 
segment of the TAPS line.

Infill drilling and development of peripheral drill 
sites continues in the Kuparuk River field. In 
addition. I; ‘tees will c*pand an enhanced oil 
recovery project (rsisciblc gas injection) in the 
Add. Supplies of sufficient volumes of misoblc 
gas ir jectant limit the area io the field that can be 
affected at any one lime.

Exploration Activity

Etplcraiory dnlllcg activity ia 1989 showed a 
marked iscrease over

Shell was active drill, 
ingone well and Hart* 
ing two others.
South of the Kuparuk 
River Unit, three let. 
ices (BP, Tcuco and 
Unocal) conducted 
drilling operations in 
19B9, and Teuco and 
BP have acquired 
permits to drill addi. 
lional wells in the 
area. No results have 
been re leased  for 
those wells drilled in
1989. In the Point 
M cIntyre area ,

1—  ------- f ARCO drilled three
wells and announced 
a major oil discovery. 
Press reports stated 

that the reservoir may hold up to 300 million bar* 
rels of recoverable oil. Because cf the icscrvoir's 
close proiimity to the cutting Pruohoc Bay/Lis* 
burne infrastructure, development of the Point 
McIntyre tetervoir should proceed rather quickly. 
The reservoir could be producing as early as 1992. 
ARCO also drilled an eiploratory well just west of 
the Point McIntyre area but did noi release any 
results from that well. Three more delineation 
wells are scheduled for the Point McIntyre area 
this winter as well as one more well immediately 
west of that area.

FIGURE 22
t h e  p a s t  few y e a r s .

O a  t h e  N o r t h  S l o p e .

o.-'tiiutti A VAILABLEROYALTYM FVRECASt, bY tIELb
w e r e  o n s h o r e  d r i l l i n g  
s o u t h  o f  t h e  K u p a r u k  

R iv e r  f a n  a n d  i a  t h e  
P o i a t  M e *

l a t y r e / G w y d y r  B a y  

a r e a .  O f f s h o r e  i s  t h e  

B e a u f o r t  S e a ,

C h e v r o n ' s  K i / l u k  « t  
w a s  t h e  o e l y  < v  

p l o t a t o r y  w e l l  c o m *  

p l e t c d  ( a  t h e  f e d e r a l  
O C S  p o r t i o n  o f  t h e  

B e a u f o r t  S e a  A m o c o  

c o m p l e t e d  it s  B e l c h e r  

• \  w e d  M e a n w h i l e ,  

i n  t h e  C M c h i  S e a .

( T h o u s a n d s  o f  P a r r e l s  per  D ay)



I n  i h c  D u c k  I s l a n d E n d r c o t l  a r e a .  B P  u  c o n d u r t *  
t o g  a  l o n g  t e r m  p r o d u c t i o n  t e s t  a l  i n  S a g  D e l i a  # 9 
l o c a l  i o n  a n d  i t  p l a n n i n g  l o  d r i l l  a n  c r p lo r a t o r y  w e l l  

( S a g  D e l i a  # 12) j u s t  s o u t h w e s t  o f  t h e  E n d - c o t t  
r e s e r v o i r .  A R C O  p l a n t  l o  d r i l l  a l  l e a t l  t w o  
d r  l i n e  j t i o  w e l l s  i n  t h e  K u p a r u k  R i v t r  U o i l  t h ia  
w in t e r  a o d  o n e  w e l l  i n  i h c  H e m i  S p r i n g s  U n i l  a r e a ,  
l o  a d d i t i o n ,  A R C O  c o m m e n c e d  d r i l l i n g  o f  t h e  
S t i n  v o n  w e l l  # 1 o f f s h o r e  i a  t h e  C a m d e n  B a y  a r e a  

i n  t h e  f a l l  o f  1989.

N u m e r o u s  c r p l o r  a t i o n  a c t i v i t i e s  a r e  s c h e d u le d  f o r

1990. l o  a d d i t i o n  l o  t h e  p l a n n e d  w e l l s  m e n t i o n e d  
a b o v t .  S h e l l  i n t e n d s  l o  r e t u r n  t c  t h e  C h u k c h i  S e a ,  
A m o c o  h a s  a  w e l l  a p p r o v e d  f o r  t h e  e a s t e r n  
D c a u f o i t  S e a  O u t e r  C o n t i n e n t a l  S h e l f ,  E t v o o  h a s  

a  w e l l  p l a n n e d  f o r  t h e  P o in t  T h o m s o n  U n i l ,  C o n *  
o c o b a t  a  w e l l  p l a n n e d  i n  t h e  M iV k c l s o n  B a y  a r e a

a n d  A R C O  h a s  a w e l t  p l a n n e d  i n  t h e  K a w k  a r e a  
O v e r a l l ,  t h e  p a c e  o f  c i r l n r a t n r y  d r i l l i n g  a c t i v i t y  o n  

t h e  n o r t h  s lo p e  is  e n c o u r a g i n g  f o r  W A ) .

I n  t h e  C o o k  I n l e t  a r e a ,  r e m e d i a l  w r l l  w o r k  a n d  
i n f i l l  d r i l l i n g  a l  i v r r c n t l y  p r o d u c i n g  f i e l d s  c o n t i n u e  
a t  a  g o o d  p a c e .  W h i l e  n o  n e w  c t p l o r a t o r y  w e l l s  
w e r e  d r i l l e d  i n  1989, c o l l e c t i o n  o f  s e i s m i c  d a t a  
c o n t i n u e d  a n d  k s a e e i  p l a n  u p  t o  f o u r  c i p l o r a t o r y  
w e l l s  i n  1990. T h e  r e c e n t  s a le s  o r  t r a d e s  o f  l e a v e  
in t e r e s t s  a n d  o p c r a t o i s h i p t  i n  t h e  C o o k  I n l e t  a r e a  
h a v e  r e s u l t e d  i n  b e l t e r  le a s e  p o s i l :o n s  f o r  c e r t a i n  
c o m p a n i e s ,  w h i c h  a r e  n o w  p l a n n i n g  n e w  c v p lo r a -  

l i o n  a c t i v i t i e s .  I n  a d d i t i o n ,  le a v e s  is s u e d  i n  t h e  

e a r l y  1980s a r e  a b o u t  t o  c  s p i r e ;  s o m e  a d d i t i o n a l  
d r i l l i n g  a c t i v i t y  i s  a n t i c i p a t e d  a s  t h e s e  l e a s e s  a p ­

p r o a c h  t h e  e n d  o f  t h e i r  p r im a r y  t e r m .



Anchorage • S to ro f  the Ninth 
C h a m b e r  of C o m m e r c e

A N C H O R A G E  C H A M B E R  O F  

C O M M E R C E  

1 9 9 2  L e g i s l a t i v e  P r i o r i t i e s  

J a n u a r y  2 4 ,  1 9 9 2

A n c h o r a g e  C h a m b e r  o f  C o m m e r c e  M i s s i o n

M a k e  A n c h o r a g e  a  b e t t e r  p l a c e  t o  l i v e ,  w o r k  a n d  

d o  b u s i n e s s  p r o f i t a b l y  t h r o u g h  t h e  p r o m o t i o n  o f  

e c o n o m i c ,  c i v i c  a n d  s o c i a l  d e v e l o p m e n t  o f  o u r  

c i t y .
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ST A T E W ID E  AND FE D E R A L  IS S U E S

Th e Anchorage C h a m b e r  of C o m m e r c e  recognizes the need to support 

legislation and Issues that arc of Statewide benefit. The following Is a 

list of Statewide/Federal Issues and legislation tnat the C h a m b e r  

supports for study and/or passage.

1. Finding Solutions to the Fiscal G a p  (see attached)

a) N o  n e w  state capitol building In Juneau/sell the land

b) Study privltizaLJon opportunities

c) Study cap on dividends

d) D o n ’t spend the undistributed Income from the Permanent F u n d  

tills year :

2. Active promotion of the opening of A N W R  and oilier Alaska 

resource development opportunities

3. Continue study of State Legislative term limits

4. Federal T e r m  Limits by U.S. Constitutional A m e n d m e n t  as 

authorized by 38 states.

5. Legislative session limit to 9 0  days

6. Constitutional A m e n d m e n t s  B y Initiative *

7. Support Congressional delegation as needed to keep Alaska Military

facilities open and al current or greater levels of personnel

8. Crime Related Issues/Legislation (see attached)
• Support current funding level of violent crime compensation

• Continued pressure on the court system to prioritize compensation 

from convict lo victim

• State conspiracy law

• S B  192*Statc seizure In drug crimes

• I IB 102- Legal intoxication levels

• Parental responsibility legislation
• I IB 101-Juvenile Waiver

• Review of the juvenile Justice system an d implementation of boot 

c a m p s  for Juvenile offenders
• Statute of limitations for sexual assault offenders

• Tougher probation follow-up
• Prosecutor appeal of sentencing
• Jail overcrowding



ADDRESS OF SENATOR TED STEVENS 

TO THE 17TH ALASKA STATE LEGISLATURE, SECOND SESSION

JUNEAU, ALASKA 

THURSDAY, FEBRUARY 13,1992

1991 WAS A MEMORABLE YEAR. THE COLD WAR ENDED 

WITH THE APPARENT COLLAPSE OF COMMUNISM. WITH THE 

UNITED NATIONS, WE FOUGHT AND WON A WAR IN THE 

PERSIAN GULF TO PROVE THAT NAKED AGGRESSION WOULD 

NOT RULE IN THE POST-COLD WAR WORLD.

THEN, THE NATION ENTERED A RECESSION THAT WE STILL 

ARE STRUGGLING TO OVERCOME. IT WAS ALSO A YEAR OF 

CHANGE FOR ME. I SUCCEEDED IN A PERSONAL BATTLE 

AGAINST PROSTATE CANCER. I'M DEEPLY GRATEFUL FOR THE 

PRAYERS AND SUPPORT THAT ALASKANS, INCLUDING MANY OF 

YOU IN THIS CHAMBER. PROVIDED MY FAMILY AND ME DURING 

THAT DIFFICULT TIME. IT'S THE SORT OF EXPERIENCE THAT 

TEACHES WHAT IS REALLY IMPORTANT IN LIFE.

s u .  s u m s ' u m u s  in u a n  
r««« ) t t



AMERICA’S CHALLENGES ARE ALSO ALASKA’S 

CHALLENGES.

THE NORTH PACIFIC FISHERY MANAGEMENT COUNCIL’S 

INSHORE-OFFSHORE ALLOCATION DECISION IS GOOD  BIOLOGY 

AND SOUND ECONOMICS.

FACTORY TRAWLERS ARE EXTRAORDINARILY WASTEFUL IN 

HARVESTING GROUNDFISH. UP TO TWENTY-TWO PERCENT - 

MORE THAN 189 MILLION POUNDS A YEAR - OF THE POLLOCK  

HARVESTED BY FACTORY TRAWLERS GO  OVER THE SIDE 

WITHOUT EVER BEING PROCESSED. SHOREBASED TRAWLERS 

DISCARD ONLY ABOUT ONE PERCENT.

IN ADDITION, FACTORY TRAWLERS ALSO WASTE 

INCIDENTALLY CAUGHT SPECIES - AT LEAST ONE HUNDRED 

AND TWENTY FOUR THOUSAND HALIBUT AND TWENTY 

THOUSAND CHINOOK SALMON. SHORESIDE PLANTS AND THE 

VESSELS SUPPLYING THEM USE THE RESOURCE MORE 

EFFECTIVELY AND PROVIDE MORE JOBS AND PAY TAXES TO  

COASTAL COMMUNITIES.

FULL UTILIZATION OF HARVESTED FISH MUST BE THE



RALLYING CRY OF ALASKANS IN THE 1990’S JUST AS 

AMERICANIZATION WAS IN THE 1980'S. IT IS AN ISSUE ON 

WHICH WE CAN JOIN FORCES WITH NATIONAL ENVIRONMENTAL 

GROUPS.

FACTORY TRAWLERS HAVE HIRED THE MOST AGGRESSIVE 

LOBBYISTS IN WASHINGTON TO DEFEAT THE COUNCIL'S 

POSITION. THOSE LOBBYISTS WORK ON ADMINISTRATIVE 

AGENCIES AS WELL AS CONGRESS.

THE COUNCIL IS RECONSIDERING INDIVIDUAL FISHING 

QUOTAS. THE IFQ CONCEPT MAY HAVE SOME MERIT BUT I 

HOPE THAT THE COUNCIL WILL FIND WAYS TO INCLUDE. IN A 

MORE MEANINGFUL FASHION, THE YOUNG MEN AND WOMEN 

WHO PUT THEIR LIVES AT RISK WORKING IN COMMERCIAL 

FISHING - WE NEED A SYSTEM THAT NEW GENERATIONS OF  

ALASKANS CAN AFFORD TO ENTER AND DOES NOT ALLOW ANY 

GROUP TO CONTROL OUR FISHERY BY AGGREGATING IFOs.

RESOLVING THE SUBSISTENCE CONTROVERSY IS 

NECESSARY TO PROTECT ALASKA'S ABILITY TO MANAGE 

UPLAND GAME. SALMON AND OTHER FISH IN STATE WATERS.

3



UNLESS WE ACT SOON, BY THE END OF THE YEAR THE 

FEDERAL GOVERNMENT WILL BE MANAGING ALL FISH AND 

WILDLIFE - INCLUDING OUR SALMON FISHERIES - UNDER 

COURT ORDER.

THERE IS ONLY ONE SOLUTION; WORKING TOGETHER TO  

RESTORE UNIFIED STATE MANAGEMENT OF ALL FISH AND 

GAME.

THE GOVERNOR’S SUBSISTENCE PLAN IS A STEP IN THE 

RIGHT DIRECTION. I BELIEVE A CONSTITUTIONAL AMENDMENT 

IS REQUIRED WHILE THE GOVERNOR BEUEVES THE ALASKA 

LANDS ACT MUST BE CHANGED.

IF THE USER GROUPS - AFN, UFA, AND THE ALASKA 

OUTDOOR COUNCIL ~  CAN COME TO SOME CONSENSUS ON A 

PLAN, I AM WILLING TO ASK CONGRESS TO CONSIDER 

ADJUSTMENTS TO ANILCA IF YOU AND THE GOVERNOR ARE 

WILUNG TO PRESENT A CONSTITUTIONAL AMENDMENT TO THE 

VOTERS OF ALASKA. IF WE CANNOT COME TO SOME 

AGREEMENT HERE AT HOME, EVERYONE EXCEPT DIEHARD 

OPPONENTS OF ALL HUNTING AND FISHING WILL LOSE.
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MANY OF YOU HAVE RIGHTFULLY EXPRESSED CONCERN  

ABOUT THE POTENTIAL IMPACT OF REDUCED DEFENSE 

SPENDING AND FORCE REDUCTIONS ON ALASKA.

IN MY JUDGMENT. AS THE UNITED STATES MOVES TO FILL 

THE POWER VACUUM CAUSED BY THE DEMISE OF THE SOVIET 

UNION. ALASKA'S STRATEGIC LOCATION SHOULD GET EVEN 

GREATER RECOGNITION BY PENTAGON PLANNERS.

EVEN SO, IT'S GOING TO BE A BUMPY RIDE OVER THE 

NEXT FEW YEARS AS RECONFIGURATION AND REDEPLOYMENT 

OF OUR FORCES WORLDWIDE CONTINUES.

FRANK MURKOWSKI AND I CAME HOME LAST WEEK TO 

SEEK THE ADVICE OF ALASKANS ABOUT PURSUING ANWR THIS 

YEAR. THEY URGED US NOT TO PRESS ANWR ON THE ENERGY 

BILL UNLESS WE COULD GET AN UP OR DOWN VOTE THAT 

WOULD TEST OUR TRUE STRENGTH. AS FRANK EXPLAINED 

YESTERDAY THAT WAS IMPOSSIBLE.

DON AND FRANK CONVINCED THE PRESIDENT TO INCLUDE 

AN ANWR PROVISION IN THE PRESIDENT S ECONOMIC GROWTH 

PROPOSAL WHICH IS NOW BEFORE CONGRESS. AS A JOBS
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ISSUE, ANWR MAY HAVE A BETTER CHANCE, BUT MAKE NO 

MISTAKE: IT WILL STILL BE AN UPHILL BATTLE.

TO WIN THIS FIGHT, WE MUST LAY THE GROUNDWORK 

NOW. CREATING AN ANWR BLUE RIBBON COMMISSION LIKE 

THE ONE THAT HELPED US PROTECT OUR INTERESTS IN THE 

ALASKA LANDS DEBATE IS ONE STEP TO CONSIDER. ANOTHER 

IS TO CONSIDER ALLOWING ALASKANS TO EARMARK UP TO  S50 

OF THEIR PERMANENT FUND DIVIDEND CHECK TO FUND SUCH 

A COMMISSION AND THE NATIONAL GRASSROOTS WORK THAT 

WILL HAVE TO  BE DONE TO PREVAIL IF ALASKANS DON T  TAKE 

DECISIVE ACTION TO OPEN ANWR, THE FUND'S INCOME WILL 

SOON HAVE TO  BE DEVOTED TO BASIC GOVERNMENT 

SERVICES, AND THE DIVIDEND PROGRAM WILL BECOME AN 

HISTORICAL FOOTNOTE. IF ANWR IS OPENED. THE 

CONTRIBUTIONS BACK TO THE FUND COULD EXCEED S25 

BILLION - A RETURN ON INVESTMENT THAT NOT EVEN DAVE 

ROSE COULD MATCH.

PROTECTING ALASKA'S FAMILIES IS A CRUCIAL 

CHALLENGE ON BOTH THE FEDERAL AND STATE LEVEL. THE
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PRESIDENT HAS ANNOUNCED A BOLD NEW INITIATIVE THAT 

WOULD DEDICATE $100 BILLION FOR OUR NATION’S HEALTH 

CARE SYSTEM, INCLUDING THE KIND OF PREVENTATIVE CARE 

THAT LED TO EARLY DETECTION OF MY CANCER.

THERE ARE SOME WHO SAY THAT’S NOT ENOUGH, AND AS 

A RESULT, THERE ARE 498 HEALTH CARE REFORM BILLS 

PENDING IN CONGRESS - ALMOST ONE PER MEMBER! IT WILL, 

NO DOUBT, BE A LONG, HOT SUMMER.

WE HAVE MADE PROGRESS IN IMPROVING HEALTH CARE 

IN RURAL ALASKA, BUT WE MUST ADDRESS THE NEEDS OF 

URBAN ALASKANS, TOO. I HOPE AS FEDERAL HEALTH CARE 

REFORM UNFOLDS WE CAN WORK TOGETHER TO AVOID 

DUPLICATION AND ENSURE THAT EVERY ALASKAN HAS ACCESS  

TO BASIC HEALTH CARE.

WHILE WE HAVE MADE SOME STRIDES IN THE WAR 

AGAINST DRUGS, DRUG ABUSE AMONG ALASKANS CONTINUES 

TO BE A PROBLEM. AT A RECENT CONFERENCE OF ALASKANS 

INVOLVED IN DRUG ABUSE PREVENTION, TREATMENT, AND 

ENFORCEMENT, THEY TOLD ME THERE WERE TWO THINGS YOU
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COULD DO TO HELP.

(1) MODIFY ALASKA’S ASSET FORFEITURE STATUTE SO  

STATE LAW ENFORCEMENT CAN MORE EFFECTIVELY SEIZE THE 

ASSETS OF DRUG PUSHERS.

(2) ESTABLISH A STATE CONSPIRACY STATUTE TO  

STRENGTHEN THE HAND OF THOSE FIGHTING THE DRUG 

PUSHERS PREYING ON ALASKA'S FAMILIES.

WHILE GENERALLY ALASKANS ARE AMONG THE MOST 

HIGHLY EDUCATED PEOPLE IN THE COUNTRY - A TESTIMONY 

TO OUR TEACHERS AND OUR STUDENT LOAN PROGRAM - 

MANY RURAL ALASKANS LAG BEHIND. I WILL JOIN WITH YOU 

AND OTHER ALASKANS - PARTICULARLY THE PARENTS AND 

TEACHERS INVOLVED IN OUR EDUCATIONAL SYSTEM - TO 

MAKE SURE THAT THE NEW NATIONAL EDUCATION 

LEGISLATION WORKS IN ALASKA.

ONE OF THE BEST WAYS TO PROTECT FAMILIES IS TO  

PROVIDE MEANINGFUL WORK FOR PARENTS. AND ONE OF THE 

KEYS IS EDUCATION. ALASKA’S NEW JOB CORPS CENTER 

SUFFERED A TEMPORARY SETBACK AGAIN, WHEN THE

[



DEPARTMENT OF LABOR ANNOUNCED THAT IT WOULD NOT 

RELEASE CONSTRUCTION FUNDS FOR THE PROJECT. FRANK, 

DON, AND I INTEND TO MEET WITH SECRETARY OF LABOR LYNN 

MARTIN TO MAKE OUR OPPOSITION CLEAR.

A NEW ERA HAS BEGUN IN THE WORLD - ONE THAT WILL 

Sh ^PE  THE LIFE OF OUR NATION AND STATE IN WAYS WE 

CANT EVEN IMAGINE NOW. THE CHALLENGES ARE MANY, BUT I 

CONTINUE TO HAVE FAITH IN THE ABILITY OF ALASKANS TO 

MEET THEM IN INNOVATIVE WAYS. YOU AND I HAVE BEEN 

ENTRUSTED BY THE PEOPLE OF ALASKA WITH THE TASK OF 

DEVISING WAYS TO MEET THOSE CHALLENGES.

RATHER THAN SPEND A LOT MORE TIME DISCUSSING 

WHAT THE CONGRESSIONAL DELEGATION IN PARTNERSHIP 

WITH ALASKANS WAS ABLE TO ACCOMPLISH, OR REPEAT WHAT 

YOU’VE ALREADY HEARD FROM SENATOR FRANK MURKOWSKI 

OR CONGRESSMAN DON YOUNG, I’LL NOW ASK THE PAGES TO  

DISTRIBUTE A REPORT, WHICH DISCUSSES THE IMPORTANT 

EVENTS OF THE LAST SESSION OF CONGRESS IN MORE DETAIL

9



THANK YOU AGAIN FOR ALLOWING ME TO VISIT WITH YOU 

TODAY. I LOOK FORWARD TO WORKING WITH YOU THIS YEAR, 

AND I’D BE GLAD TO TAKE ANY QUESTIONS YOU MIGHT HAVE.

10
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Overview o f the 
1991 A rctic N atio na l W ild life U .fuge

Recoverable Petroleum Resource Update
•

Sum m ary o f F ind ing s

T he  1991 upda te  o f  recoverab le  pe tro leum  resourcca in th e  1987 A rctic N ationa l W ildlife 
Refuge. A laska. C on itn l Plain Assessment. also known as the  1002 R epo rt, m akes a considerable 
con tribu tion to  th e  know ledge and understanding o f th e  pe tro leum  geology o f th e  1002 a re a  o f 
the  A rctic N ationa l W ildlife R efuge (ANWR). This study reaffirm s m ost o f  th e  conclusions and 
estim ates m ade in Use 1002 R epo rt, and increases th e  level o f  con fidence th a t A NW R Is p a rt o f 
th e  N o rth  S lope oU province. This is d em onstra ted  by th e  Increase in (he m arginal probability 
o f  econom ic success from  19 percen t in llie original assessm en t to  46 pe rcen t in  th e  cu rren t 
assessm ent. T h e  inc rease  in marginal probability m eans th a t A N W R  has a  h igher po ten tia l fo r 
oil discovery. T h e  overall M inimum Econom ic Field S ire  (MEFS) fo r th e  1002 a re a  has been  
low ered from  abou t 0.44 billion barrels o f  oil (DBO) to  abou t 0.40 DBO . T h e  m ean resou rce  
es tim a te  has increased from  3.23 to  3.57 BBO.

In troduc tio n

T h e  orig inal recoverab le  resource assessm ent was included In th e  1002 R epo rt, published in 1937. 
It w as well received in reviews o f  th e  repo rt by industry and  th e  scientific community, but, as was 
its in ten t a t th a t time, was considered conservative. T h e  In ten t o f S ection  1002(h) o f A N ILCA  
was to  give th e  S ecre ta ry  o f  th e  In te rio r sufficient in fo rm ation to  m ake an  Inform ed decision for 
his recom m endation  to  Congress perta in ing to  oil and gas leasing in th e  1002 a rea . T h e  1991 

.assessm en t was p rep a red  as a p a rt o f  rou tin e  updating o f  resou rce assessm en ts th a t takes place 
every  2 to  5 y ea rs and  th a t reflects new and  re in te rp re ted  geological data, s ta tc - o f th c a r t  
engineering, cu rren t tax  provisions, end upda ted  econom ic da ta .

• •
B ecause Congress in tend ed  for th e  1987 assessm ent to  b e  conduc ted  w ith os little  im pact on  th e  
1002 a re a  as possible, th ey  did no t au th o rise  th e  drilling o f  tes t wells. T he re fo re , th e  only sources 
o f  in fo rm a tio n  availab le fo r th e  1002 study w ere reco rd s from  wtUs drilled in th e  surround ing  
a re a  and  abou t 1,300 line m iles o f  seismic reflection d a ta  shot by a  conso rtium  o f 25 com panies 
on  an  app rox im ate th r e c b y s lx  mile grid in th e  1002 a re a . S e lec ted  gravity readings co llected by 
industry from  Use 1002 a re a  and  th e  results o f  surface geologic w ork conduc ted  by in*housc and 
various ou tsid e  sou rces In and  a round  the coasta l p lain w ere  a lso  availab le and beneficia l to  th e  
study. W ith  th is am oun t o f  in fo rm ation an d  given th e  tim efram e fo r com pletion o f  th e  study, t  
conserva tive app ro ach  was taken  in o rd e r n o t to  ov e restim a te  th e  econom ically recoverab le  
hydrocarbon  po ten tia l in th e  area.

S ince th e  1002 R ep o r t w as com pleted in 1987, th e  BLM  in A laska has ob ta in ed  access to  
in fo rm ation  from  fo r r  wells drilled n ea r o r  ad jacen t to  A NW R. T hey  a re  T cnn eco 't A u ro ra  
No. 1, U nocal's H am m erh ead  No. 1. ond Shells' C o ro n a  No. 1, all lo ca ted  o ffsho re  from  ANW R, 
and  Unocal's tx fungw cU  No. 1, located on sho re  W est o f A N W R  (Ggurc 1). T h e  BLM  also 
ob ta in ed  approxim ately 800 line miles o f  th e  orig inal seism ic d a ta  th a t w-as rep rocessed  by
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Industry lo enhance  (he reso lu tion o f seismic reflec to rs o f (he shallow er U iook inn sequence rocks
and to  help increase th e  understand ing o f this sequence. Additionally, som e o ffsho re  seismic
lines n ea r A N W R  becam e available. T hese  new  d a ta  w ere used in th e  cu rren t analysis. In
addition, an  im house  study o f th e  pe tro leum  geology o f n o rth e a s te rn  A laska th rough  th e
M ackenzie D elta  in w estern  C anada enhanced  th e  understand ing  o f  tho  reg ional geology.
Surface samples o f po ten tia l reservoir rocks also w ere  analyzed to  assess rese rvo ir param eters.
Furtherm ore, th e  1991 assessm ent utilized o LAND SAT analysis o f  th e  bed rock  geology o f th e
*1)0 1 2 6 " o f th e  m oun ta in  fron t sou th  o f th e  1002 area.

♦ ••
In August 1990, th e  D ep a rtm en t o f  Energy's (DOE) Idaho  N ationa l E ng ineering  L abo ra to ry  
(INEL) issued a d ra ft study o f oil and gas developm en t on th e  N o rth  S lope. This was com bined 
with an  in-house analysis and a survey o f  m ajor com panies ope ra tin g  on  th e  N o rth  S lope to  
upda te  the  eng ineering  and costing o f  A N W R  developm ent. U pda ted  D O E  forecasts o f  oil prices 
w ere  also included In th e  analysis.

• •

Geological and  G eophysical A nalysis
•

T ire new  and re in te rp re ted  d a ta  resu lted  in an  analysis that, a lthough no t vastly d iffe ren t from  
th e  1002 report, gave th e  BLM  a g re a te r d eg ree  o f  con fidence in th e ir orig inal re c o v e rab le  

’ resource assessm ent o f  1937, and also increased th e ir know ledge and  understand ing  o f  the  
com plicated pe tro leum  geology which exists in and a round  th e  1002 a rea .

T he geology studies and  seismic in fo rm ation suggested th e  necessity o f  upda ting  co rre la tion s o f 
the  prc-Ellcsraerian basem en t rocks across th e  a rea . E lem ents o f  th e se  ro ck i w ere  im portan t to  
alm ost all o f  th e  previously m apped prospect*. T h e  BLM developed a  m ore de ta iled  descrip tion 
o f  th e  dcpositional system s invoked  in A N W R  stratigraphy. This w as im po rtan t In the  B rook ian  
sequence rocks as to  th e ir location, ex ten t In th e  subsurface, ond re la tionsh ip  to  sim ilar rocks in 
the  C anad ian  B caufort/M aekenLe D e lta  a re a  which have successfully te s ted  and p roduced  oil 
and gas. T h e  new  da ta  provided a  h igher d eg ree  o f  confidence in  de te rm in ing  th e  n a tu re  o f  
geological plays described in th e  orig inal 1002 R eport. This is im po rtan t to  th e  defin ition  o f 
drilling objectives in th e  m apped prospects.

•

T he  geophysical analysis inco rpo ra ted  th e  new  well data, gravity data, ond rep rocessed  seismic 
d a ta  ob ta in ed  during th e  198J-S4 and  19S4-S5 seasons. T he rep ro cessed  seism ic d a ta  provided 
b c u c r reso lu tion to  th e  seismic reflec to rs defin ing th e  shallow  (BrookJan) p a rt o f  th e  section. 
This allowed th e  BLM to  m ap several s truc tu ra l closures w ithin th is sequence . T hese  prospects 
w ere  de linea ted  w ith in th e  a re a  previously m apped as trends (figure U M 0  in th e  1002 R eport) . 
M ost o f th ese  new  prospects a rc  small and  e ith e r would r o t  b e  developed o r would be  developed 
in con junction w ith th e  p ro rpcc ts m apped in th e  1002 R epo rt, over which th e  new  p ro spec ts tie. 
However, in on e  case, th e  prospective ta rg e t is a stra tig raph ie p ro spect o f  som e significance. T he  
gravity d a ta  co rre la ted  well w ith tlse sclsmicaBy m apped s tru c tu res o f  th e  1002 area, he lp ing to  
confirm  this aspect o f  th e  19S7 R epo rt. G eophysical in fo rm ation  from  th e  new  wxlls a round  
A N W R was usefu l fo r G ne tun in g  som e o f th e  sonic velocities th a t w ere  used in th e  original 
m apping o f  th e  1002 a rea . T h e  velocity corrections provided m o re  a c cu ra te  dep th s to  tom e  o f  
th e  prospects end also supported  th e  reassessm en t o f  prospective reservoirs (drilling objectives)
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in som e o f th e  prospects.••

PRESTO  M odel Inpu t*
•

T he PR E ST O  (Probabilistic R esource ESTimates. O ffshore) model was used to  develop resou rce  
estim ates. O n e  o r m o re  prospective ta rge ts w ere defined for each Identified prospect based on 
th e  po ten tia l fo r reservo ir rocks. R eservoir p a ram eters consisted o f  risks o f  no hydrocarbons and 
probability d istribu tions o f  th e  physical characteristics o f ta rge ts w ithin p ro specu . T h re e  levels 
o f risk w e tc  defined: th e  risk th a t no  recoverab le hydrocarbons existed in th e  a rea . In each  
prospect, nnd in each  prospective ta rg e t in each prospect. S ince gas w as assumed to  be 
uneconom ic, only fou r param ete rs w ere defined for each  target: th e  probability th a t th e  re sou rce  
is oD (ra ther th an  gas), and distributions o f  productive acreage  (acres), pay thickness (fees), and 
oil recovery fac to r (bbls/acrc-foot). Engineering ond econom ic inpu t fo r PR E STO  consisted  of 
specifying m inimum econom ic field sizes. M inimum recoverab le re sou rce  sizes w ere  se t fo r each  
o f  th e  prospects.

R eservo ir P a ram e te rs

T h e  1991 PR E ST O  inputs o f  reservoir param eters evolved from  updating th e  A N W R  geologic 
and geophysical d a tab a se  described above. T h e  changes included th e  add ition o f  a new 
stra tig raph ic p ro spect m apped in th e  B rookian sequence, and o th e r new  p ro sp ecu  associa ted with 
th e  previously iden tified  p ro specu . Som e PR ESTO  in p uu  w ere derived by on ite ra tive  process. 
A fter e ach  P R E ST O  run, th e  sampled m eans o f  th o  geologic p a ram ete rs  w ere reviewed to  
ensu re  (hat they  accura te ly  m odeled th e  d a tab ase  o f  th e  regional geologic param eters. I te ra tiv e  
runs w ere  necessary in eases w here  choices o f th e  PR E ST O  inpu t pa ram ete rs  w ere restric ted . 
In these  cases, a decision had to  b e  m ade on  which available inpu t choice most accu ra te ly  
modeled Use da tab ase  o f  regional geological p aram eters. T h ese  upda tes resu lted  in revisions o f  
geological risks, play assignments, ond th e  distributions fo r un it thicknesses. oQ recoveries, and 
productive acres (or trr.pfUl).

•

Geologic R isk . G eo log ic risk played a  m ajor p a rt In a  PR E ST O  assessm ent and was th e  most 
subjective o f  th e  inpu t param eters. In (he 1937 resource assessm ent, A N W R  was stud ied  as a 
separa te  basin and considered a fron tie r area. U sing o th e r fron tie r a reas as analogs, a  rule-of- 
thum b app roach  w as used in determ in ing individual p rospect risks. N o prospect was considered 
to  have a  risk o f  less th an  90 percen t, U .  no  pro spect cuuid have a  probability o f  success o f 
g re a te r th in  10 percen t. This app roach  assured th a t th e  PRESTO -generated  probabilities o f 
econom ic tucccss would be  consisten t w ith o th e r fron tie r on sho re  a reas o f  th e  U n ited  S tates. 
However, reviews o f  th e  A N W R  assessm ent by th e  N ational A cadem y o f Science ond th e  
D ep a rtm e ir o f  Energy  suggested th a t this assumption led to  con tervaiive resou rce estim ates and  
un realistic  illy low probabilities o f  success.

T h e  cu rren t resou rce  u p d a te  used th e  regional p e tro leum  geology study, Including th e  add itional 
well d a ta  and  th e  in te rp re ta tio n  o f  reprocessed seism ic data, to  develop an  im proved 
understand ing  o f  th e  stro tig raphic fram ework o f  th e  1002 and su rround ing a rea . W ith  this 
in fo rm aticn . H app ea red  m ore app rop ria te  (o co ru ider th e  1002 a rea  as p a rt o f  th e  N o rth  S lope
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oil province, ra th e r  th an  a t a runk w ildcat fron tier area, w ith A N W R  th e  m iddlo section bolwoen 
th e  P rudhoe  Boy u rea complex and th e  discoveries in th e  M ackenzie D e lta  a re a  (figure 2). In 
th e  N o rth  S lope province, hydrocarbons w ere though t to  h ave  been  g en e ra ted  ond trapp ed  by 
o variety o f  m echnniim t w ith th e  probability o f  an  oil o r gas show  being very high. T herefo re , 
th e  probability o f a new  oil o r gas discovery under th ese  conditions was considerably g re a te r than  
repo rted  In 1987. Consequently, th e  PR E STO  inputs and th e  geologic p rospect risk developed 
in 1991 re flec ted  this situation, resulting in lower prospect risks and a re a  risk. E ach  prospect in 
th e  1991 assessm ent u p d a te  was stud ied individually, and each  had  a  risk com puted  for it derived 
from  th e  USOS/BLM play risks and  th e  BLM  seismic risk. T h is allowed PR E ST O  to  ca lcu la te  
a conditional econom ic probability for each  prospect and elim inated th e  prev ious c o n s tra in taa

• As in th e  1987 assessment, this analysis assumed a dependence  be tw een  prospects. Assum ing 
com plete independence implies th a t ail o f  th e  prospects in th e  a re a  would b e  te s ted  in th e  course 
o f exp loration w ithou t inco rpo ra ting  th e  acquired geologic in fo rm ation  th a t becam e available as 
th e  exp lo ration p roceeded . O bscrvotionr o f drilling activities on  th e  N o rth  S lone and  th e  cu rren t 
know ledge o f  Use geology o f A NW R, resu lted  In an  ag reem en t w ith th e  1987 assessm ent th a t 
only 4 to  6 prospects would be tested  in th e  1002 a rea  to  d e te rm ine  its econom ic viability. 
P rospects te s ted  la te r  would be dependen t on  th e  results o f (he first tests.

•
P lay  A ssignm ents. Plays w ere  ex tended o r reassessed based on  well data, seism ic d a ta  ond th e  
regional geology study; po ten tia l reservoirs w ithin p rospects w ere  then  updated .

U n it T h ickness. A djustm ents w ere  m ade to  several p rospects based on  o ffsho re  well d a ta  and 
a reg ional geology study.

•
O il Recovery. T h e  oil recovery fac to r calculations w ere in p a r t based on  th e  gos-oil ra tio  
(GOR). L ite ra tu re  re sea rch  showed th a t th e  G O R  used in th e  orig inal assessm en t was 
conservative and  n o t rep re sen ta tiv e  o f tho se found on  th e  N o rth  Slope. O il recovery was 
reca lcu la ted  using ■ m ore  accu ra te  figure for G O R .

P roduc tive  A cres o r  T rap fill. Trapfill is th e  percen tag e  o f th e  maximum a re a l ex ten t o f  th e  trap  
th a t con tains recoverab le  oil o r  gas. G iven th e  maximum acreage  for a  trap , th e  tropfiH can  be 
converted  to  a distribu tion o f  productive acres. T h e re  is very little  in fo rm ation available regard ing 
trapfill. In  th e  19S71002 a u c s im c n l o f  in-place resources, a play analysis was conducted  in which 
trapfill was rep re sen ted  by tt seven po int d istribution. T h e  assessm ent o f  recoverab le  resources, 
however, requ ired  a  p rospect analy* j  and  utilization o f  th e  PR E ST O  m odel. S ince th e  seven- 
po in t distribution is n o t avaTable in PRESTO , a triangu lar d istribu tion for trepfill w ut substitu ted  
for th e  calcu lation o f  recoverab le resources in th e  1987 repo rt. However, th e  1991 upda te  used 
a lognorm al d istribu tion fo r irapfilL W ith th e  cu rren t uncerta in ly  regard ing trapfill, U was judged 
th a t a lognorm al d istribu tion b e tte r  describes field size distribu tions found in n a tu re .
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M inim um  Econom ic F ield S ite  Analysis
•»

Combining Ihc M inimum Econom ic Field Size (MEFS) with th e  reservo ir param ete rs in th e  
PRESTO  model p roduces th e  economically recoverab le resou rce estim ates. T h e  Inputs In to th e  
M EFS analysis can be  grouped into fou r categories: eng ineering and costs, taxes, 
macroeconom ics, and reservoir characteristics. T h e  resu lt o f tho  M EFS  analysis was ■ slight 
lowering o f th e  M EFS. Each prospect has its own M EFS, bu t overall th e  M EFS decreared  from  
abou t 440 million barre ls to abou t 400 million barrels. This figure Is oppllcable to  w estern 
p rospecu . T h e  eas te rn  prospects, needing a longer pipeline lo  reach TAPS, requ ired abou t 550 
million barre ls os opposed lo  th e  660 million barrels in th e  1002 R epo rt.

T h e  M EFS analysis fo r th e  1002 R epo rt was described in th e  Appendix, Econom ics o f  O il and 
Ga» P roduction from  A N W R  fo r th cD c lc rm in a tio n o f M inimum Econom ic Field Size, by Y oung 
and H au se r (1986). In  1990, th e  D eportm en t o f Energy’s (DOE) Id ah o  N ational Eng ineering 
1 oboratory (INEL) conducted an extensive lite ra tu re  review, convened public hearings, and 
collected Industry com m cnu  for a study o f N orth  Slope oil and gas developm en t po ten tia l. This 
included an exam ination o f  po ten tia l development in th e  1002 area. T h e  d ra ft o f  th is study was 
published in August 1990. T h e  BLM Alaska S ta te  O ffice reviewed this repo rt, com pared it w ith 
in ternal inform ation, and  followed ir w ith a survey o f  com panies opera ting  on  th e  N o rth  S lope 
to  resolve Inconsistencies and ob ta in  industry com m ents on  specific d a ta  and conclusions 
p resen ted  in th e  DOE/INEL d ra ft r e p o r t

E ng ineering  and  Costing. Engineering on th e  N o tth  S lope since th e  1002 R epo rt analysis has 
b een  m ore evo lu tionary than  revolutionary. T h e  1987 1002 onolysis had  been  m odeled a fte r th e  
K uparuk  field developm ent. T h e  1991 analysis inco rpo ra ted  m ore re cen t developm en t such as 
a t th e  End ico tt and M ilne Po in t fields which have dem onstra ted  fu r th e r rcG ncm enu  such os 
smaller pad sizes th a t slightly lowered costs and decreased  env ironm en tal impacts. E nd ico tt is an  
o ffshore field developed on  gravel islands w here space is limited; M ilne Po in t is • small Geld 
no rth  o f  th e  K uparuk field.

•
T he  m ajor eng ineering ond costing assumption inco rpo ra ted  in to  this analysis is th e  stand-alone 
assumption. This m eans th a t developm ent o f  any prospect must cover all th e  costs o f facilities 
and tran spo rta tion  requ irem en ts by itself. In o th e r words, th e re  is no  cost sharing considera tion  
for multiple Geld development, e ith e r sim ultaneous o r seq u en tia l This assum ption was used in 
th e  1002 R epo rt. T h e  DOE/INEL study repo rted  tests o f  some hypothetical examples o f  multiple 
small discoveries and  no ted  th e  resu ltan t impact o n  m inimum econom ic Geld sizes. This requ ired  
them  to  m ake assum ptions as to  which p ro specu  and under w hat conditions th e  p ro sp ecu  could 
shore cosu, which generally a ro  unreliable and  tend  to  be  very  subjective. T h e  1991 upda te  
focused on  Gelds w ith sufficient significance to  justify initial developm en t in th e  1002 area. 
A lthough sm aller fields would be econom ic as a  result o f  this developm ent and  would likely be 
developed later, they a rc  no t Included in th e  resou rce assessm ent. T h e  eng ineering and  costing 
focused on m inimum econom ic field sizes since PR ESTO  only requ ires th e  use  o f  th is th resho ld  
Geld size.

Exploration assum ptions did n o t change from  th e  1002 R eport: o n e  exp lo ration well drilled in to 
the  crest o f th e  p rospect th e  year a fte r leasing, followed by two delinea tion  wells each  o f  th e  next
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3 years Into th e  d eepest po rli o f  th e  prospect. Since th e re  was little recen t d a te  Available on 
N orth  S lope exploration,' particularly in rem o te  areas, th e  D OE/INEL Jtudy estim ated th ese  costs 
based on th e  1002 R ep o rt exploration costs. However, B LM ’s la te r survey o f  Industry Indicated 
th a t this estim ate  was to o  low. This re sou rce  assessm ent used a cost function oascd on th e  
industry survey ond was consisten t w ith th e  cost o f drilling th e  K JC well on  N ative lands within 
th e  1002 area . T h e  BLM  will con tinue to  ga ther eng ineering ond cost in fo rm ation re la ted  to  new 
technology, and will consider them  in any fu tu re  updates.

T h e  DOE/INEL study con tained  an  extensive review o f p roduction  facilities ond the ir costs. T he 
facilities a re  sim ilar to  tho se  used in th e  1002 R eport, and  tak e  in to  accoun t im provem ents in 
th e  foo tp rin t and cfOdency. T he  D O E  concen tra ted  on  th e  cost savings from  fod lity  sharing. 
W hite this Is o f  in te res t w ith regard  to  la te r developm ent o f  sm aller ad jacen t Gelds, th e  p resen t 
resource assessm ent is primarily concerned w ith initial developm ent. T h e  D OE/INEL estim ated 
a cost su rcharge o f IS p e rcen t for th e  first development in a rem o te  o rca. T ire BLM ’s industry 
survey concu rred  w ith D O E 's estim ates for fodlitics costs.
•

T he  eng ineering o f  d evdopm cn t drilling has changed little  from the  1002 R epo rt. In bo th  th e  * 
D OE/INEL study and this resource assessment, th e  num ber o f  welts requ ired  is still calculated 
os before. T h e  D OE/INEL hypothesized d ifferen t ca tegories o f developm en t based on  field rizc. 
F o r fidd s relevant to  th e  M EFS analysis, D O E  used th e  sam e developm ent schedu le as the  1002 • 
R eport, Lc^ 6 years o f  d ev dopm cn t drilling w ith p roduction starting in th e  5th year o f  
d ev dopm cn t and production peaking th e  y ear a f te r com pleting th e  development. T h e  BLM's 
industry survey strongly ind icated th a t this was too  long as It should be  only 5 years o f  drilling 
with production sta rting  in th e  5ih year and peaking th e  following year. T h e  costs o f  developm en t 
prpvided m o re  d isagreem ent. T h e  D O E  estim ated a cost function for d ev dopm cn t drilling based 
on actuol costs in existing fidds, dem onstra ting how  costs have declined dram atically over th e  
past decade. However, D O E  f d t  th a t these  costs would no t apply to  a  rem o te  a rea  such a i  th e  
1002 a rea  and revised th e  1002 R epo rt cost functions, essentially elim inating th e  cost reductions 
gained in th e  past decade. T h e  D O E  then  applied a learn ing curve to  reduce costs by one*holf 
over 5 years. Industry  strongly d isagreed with these estim ates, indicating th a t th e  la test advances 
used a t E nd ico tt and M ilne Point f idd s would also apply to  1002 developm ents. C osts would 
initially be som ew hat h igher th an  in existing fields, bu t would quickly d rop  as in fras tru c tu re  was 
built up  and th e  o p e ra to rs  becam e fam iliar w ith A NW R. *11)01, a t d ep th s to  fifteen thousand 
feet, th e  esu'mated costs w ere much less than  th e  D O E  costs, In som e cases w ere  as low  as one* 
h a lf th e  D O E  c o s t  A t d eep e r dep ths costs in a c a s e d  rapidly, app roach ing D O E 's costs a t a round  
tw enty thou sand  feet.

Based on  th e  DOE/INEL study and  th e  concu rrence o f  industry, th e  estim ated  production 
schedu le w u  sim ilar to  th a t in th e  1002 R epo rt except th a t th e se  small fields would have a IS 
ra th e r th an  a  12 pe rcen t annua l decline. This assessm ent used two re finem en ts in eng ineering 
th a t w ere in troduced  in D O EA N EL 't N o rth  S lope study: using th e  increasing w ater cu t ar.d th e  
decline io tho  num ber o f  active producing weUs. W ater cu t b  th e  percen tag e  o f fluid prod action 
th a t is w ater. As a  field is depleted, th e  w ater cu t increases. A t th e  s ta r t o f  production, it is 
assum ed th a t 40 p e rcen t o f  wcUs drslled a re  used for injection. As th e  reservoir ge ts dep leted .
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some p roduction wclli o re convened  to  Injection wells. T h e  w a te r cu t Is used in calculating 
opc'oMng costs, while the num ber o f active producers Is used in th e  severance tax calculation. 
Analyzing th e  existing Helds on th e  N orth  Slope, D O B  ob ta in ed  a m o re  accu ra te  rep re sen ta tio n  
o f  production costs based on to ta l Quid production ra th e r th an  oil production . Industry  concurred 
with these costs ond they w ere used In this resource assessm ent.

T he  D OE/INEL reviewed th e  th re e  com ponen ts o f tran spo rta tion  costs; a pipeline from  A N W R  
to  TAPS, a ta riff fo r using TA PS to  Valdez, and tankcring  from  V oldez to  th e  low er 48. T h e  
TA PS ta riff is com parab le to  th e  num bers in th e  1002 analysis. T h is assessm ent used th e  sam e 
sp read shee t used by the S ta te  o f  A laska to  estim ate  fu tu re  tariffs, including th e  costs o f  
corrosion ab a tem en t and increased oil spill response capability. T he  D O E  found th a t th e  average 
tan k e r cost was less th an  th a t used i"  th e  1002 R epo rt du e  to  a h igher p ropo rtion  going to  th e  
W est C oast ra th e r  thun  th e  G u lf C o a s t  T h e  D O E  did no t have d a ta  to  up d a te  th e  costs for th e  
pipeline from  th e  1002 a rea  to  TAPS and thus used th e  function from  th e  1002 R epo rt. 
Huwcvcr, industry strongly d isagreed w ith this estim ate. Based on  th e ir own Inlcnio! stud ies o f 
a pipeline from  th e  1002 a rea  to  TAPS,' industry provided th e  lower cost estim ates used in this 
resou rce estim ate. • * *

T h e  stand-alone assumption and th e  facilities and  A N W R  pipeline costs a re  th e  prim ary facto rs 
fo r determ in ing th e  M EFS. T h e  developm ent drilling costs also becom e a m ajor fac to r fo r every 
deep, low yield prospect.

Taxes. Several ehangcs have occu rred  in tuxes since th e  1002 analysis. T h e  F edera l tax code has * 
chimged bu t generally  had little  effect. Assum ing developm en t by a m ajor oil company, th e  
modification o f  th e  tax deductions is offset by th e  reduc tion  in th e  co rp o ra te  tax ra te . T h e  
m inimum tax provisions w ere assum ed to  have no  impuct. T h e  S ta te  a lte red  its seve rance  tax by 
r in tn g  th e  tax fo r very large fields. S ince this analysis is looking for th e  m inimum  econom ic Held 
size, this change had  only a m arginal impact.

•

M acroeconom ics. T h e  m acroeconom ic assumptions covered four a reas: d iscount ra te , oil prices, 
th e  ro le  o f  n a tu ra l gas, and  inflation. T he discount ra te  used in th is assessm ent was th e  sam e 
used by Young «r.d H au se r fo r th e  1002 R eport, i.e^ a rea l after-tax ra te  o f 10 percen t. T h e  od 
price scenario  used was th e  D O E  N ational Energy S tra tegy R e fe ren ce  Case. T h is resu lted  in a 
lower price schedu le th an  th a t used in th e  1002 R eport, bu t was c loser w hen tak ing in to  accoun t 
th e  delay in open ing  th e  1002 a re a  o f  A N W R. N atu ra l gas was still assumed to  be  uneconom ic 
fo r pu rposes o f  estim ating th e  M EFS  due to  th e  uncerta in ty  o f  available tran spo rta tio n  ond th e  
huge reserves a lready  available on  th e  N orth  Slope. A lthough th e  gas even tually  may b e  
developed, th e  decision to  develop th e  1002 a re a  in th e  next 10 years will n o t d ep end  on th e  
developm en t o f  na tu ra l gas resources. Inflation is assumed to  average four p e rcen t a  y ea r ra th e r 
th an  th e  six p e rcen t used in th e  1002 R epo rt. This figure it com parab le  to  in fla tion ra te s  used 
in th e  D O E  rep o rt and long range analyses by d im s as DRl/McGraw-HitL S ince inflation was 
inco rpo ra ted  in cost and price escala tion os well as th e  nom inal d iscount ra te, th e  im pact on Use 
M E FS  was m arginal. T he decline tn th e  price estim ates was o ffse t by th e  decline tn th e  costs, 
resu lting in th e  low er MEFS.
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Reservo ir C ha ra c te r is tic s  T ho  reservo ir param eter* previously described w ere used in 
estim ating lire M EFS. F o r each  prospect, a risk-weighted av e rtg o  oil recovery fac to r was 
calculated, cond itioned on th e  existence o f hydrocarbons in th e  prospect. In  testing a resou rce 
size for th e  M EFS, th e  average recovery was used to  calcu la te th e  n um ber o f  acres requ ired  to  
contoin oil. I f  th e  acres requ ired exceeded th e  a rea l ex ten t o f  th e  prospect, th en  th e  maximum 
productive ac reage  was used, increasing th e  recovery fac to r to  th a t necessary  to  yield th e  tested  
resource size. T h e  ncrcago In tu rn  de term ined th e  num ber o f  wells n eeded  to  develop tho  
prospect.

PRESTO  I I I  Analysis R esu lts

T h e  results o f  this new  study show  th a t a t th e  mean, th e re  a re  3.57 billion barrels o f conditionally 
econom ically recoverab le  oil resources fo r th e  1002 a rea  w ith a m arginal probability o f  econom ic 
success o f  46 percen t. T h e  la rge increase in tho  marginal probability was duo lo:

1. Adding a  rese rvo ir to  som e o f th e  prospects which m ade th e ir  econom ic probability 
g rea te r,

2. Increasing th e  num ber o f m apped prospects;

3. N o  longer considering th e  1002 a rea  as a fron tie r a rea  fo r oil exp loration and  n o t
constra in ing th e  individual prospect probability o f  success; and

4. H aving a slightly sm aller econom ic field size.

C onclusion
• • • •

M ineral assessm en t is a dynam ic process. As new  in fo rm ation becom es available, it will be
necessary to  review  prev ious assumptions and models and, if necessary, m ake ad justm ents to
previous assessm ents. T h e  BLM  has gained considerable experience and im proved its expertise
in analyzing th e  com plicated foreland fold and th ru tlb e lt type geology which exists in ANW R.
T he  1991 A N W R  assessm en t upda te  has reaffirm ed th e  previous re sou rce  estim ates and
increased th e  confidence th a t these  resources will be found. This confidence level is re flec ted  in
th e  increase in th e  m arg inal probability from  19 pe rcen t to  46 percen t.
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