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House Joint Resolution 4 
Sponsor Statement

“Urging the United states Congress to pass legislation to open 
the coastal plain of the Arctic National Wildlife Refuge, Alaska, 
to of! and gas exploration, development, and production”

House Joint Resolution 4 urges the United States Congress to pass 
legislation to open the coastal plain of the Arctic National Wildlife 
Refuge to environmentally responsible oil and gas exploration, 
development and production.

Opening ANWR is a vital key to relieving Alaska’s financial 
pressures, protecting Alaskans’ jobs and sustaining our economic 
growth. Oil production from ANWR will improve America’s energy 
security and provide new jobs throughout the country.

Alaska has proven that Arctic oil and gas resources can be 
developed in an environmentally responsible manner consistent 
with protection of wildlife and preservation of traditional lifestyles 
and human values. Exploration in ANW R will be the most 
environmentally and socially responsible oil development 
undertaken anywhere in the world.

Alaska’s persistent and patient efforts to educate Americans and 
build the national consensus we need to access our resources 
within ANWR have been successful. With the seating of a new 
Congress in Washington, we are on the brink of achieving our 
objective. It is vitally important that the 24th Alaska Legislature 
endorse previous legislatures’ efforts, demonstrate our solidarity 
and enthusiastically state our support for opening ANWR.

This resolution mirrors those passed by previous Alaska 
legislatures and will be a cornerstone of this legislature’s 
commitment to responsibly develop our natural resources, promote 
sustained economic expansion, create good job opportunities for 
our citizens and assure safe, growing and healthy communities 
throughout our state.
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ALASKA STATE LEGISLATURE 
HOUSE RESOURCES COMMITTEE

Representative Jay Kamras Co-Chairman (907)465-3004 
Fax: (907)465-2833 Represents tivc_Jay_Ramras@legis.sialc.ak.us

Representative Ralph Samuels 
Co-Chairman (907) 465-2095 Fax: (907)465-3810 

Reprcsentativc_Kalph_Samucls@lcg>‘...itatc.ak.us
1 19 N. Cushman St., Suite 213 Fairbanks, AK 99701

716 W Ith Avenue 
Anchora e. AK 9950!

State Capitol, Juneau, Alaska 99801-1182

To: Ja^k Chenoweth

Fax #: 465-2029 

Fm: Jim Pouiiti ^

Cc: Henry Webb. Rep. Samuels Office

Date: January 26, 2005, 3:25 P M

Re: A m e n d m e n t s  to C S  for J H R  4 ( O & G )

N u m b e r  of pages including cover: 2

Please prepared a House Resources C S  for C S  for J H R  04 ( O & G )  24-LSG! 79\G to 

include the a m e n d m e n t  24-LS0179\G.l and the conceptionai a m e n d m e n t  proposed and 

approved by the committee by rep. Seaton.

Thanks

Jim

The information contained in this fax is CONFIDENTIAL and/or privileged. This fax is intended to 
be reviewed initially by only the individual named above. If the reader of this transmittal page is 
not the intended rec^ient or a representative of the intended recipient, you are hereby notified 
that any review, dissemination, or copying of this fax or the information contained herein is 
prohibited. If ycu have received this fax in error, please immediately notify the sender by 
telephone and return this lax to the sender at the above address.

Thank you

mailto:tivc_Jay_Ramras@legis.sialc.ak.us


24-LS0179‘G.i

Chenoweth

1/26/05
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O F F E R E D  IN T H E  H O U S E  

T O :  C S H J R  4 ( 0 & G )

Page 2, following line 13:

Insert a n e w  clause to read:

" W H E R E A S  the Trans Alaska Pipeline System, a transportation facility that is a 

national asset anJ that would cost billions ol' dollars to replace, would  ̂ ave its useful physical 

life extended for a substantial period if the additional reserves of recoverable oil from the 

coastal plain were produced; and"

Page 2, line 15. following “Alpine,”

Delete “Bed a m i”

Insert “North Star’
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H O U S E  C O M M I T T E E  R E P C  T

Date Referred to Committee: January 21, 2005 

Date of Committee Action:  ̂f

The R E S O U R C E S  Committee considered: 

H O U S E  J O I N T  R E S O L U T I O N  N O. 4

(9)

F U R T H E R  R E F E R R A L S :

H JR 4

E N D O R S I N G  A N W R  L E A S I N G

Urging the United States Congress to pass legislation to open the coastal plain of the Arctic National Wildlife 

Refuge, Alaska, to oil and gas exploration, development, and production.

R e c o m m e n d s  it be replaced with [ ] H C S  or [ (s] CS for ( .
Fo r Senate H ills with new title: [ ] Technical Title /  /  /Slew Title: H CR _________  [ ) Same T itle  [ ] New T itle

f ] attach amendments 

[ ] add n e w  referral t o . 

[ 1 Letter of Intent_____
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House Joint Resolution 4 
Sponsr statement

“Urging the United States Congress to pass legislation to open 
the coastal piain of the Arctic National Wildlife Refuge, Alaska, 
to oil and gas exploration, development, and production”

H o u s e  J o in t  R e s o lu tio n  4  u rg e s  th e  U n ite d  S ta te s  C o n g re s s  to  p a s s  
le g is la t io n  to  o p e n  th e  c o a s ta l p la in  o f th e  A rc t ic  N a tio n a l W ild life  
R e fu g e  to  e n v iro n m e n ta lly  re s p o n s ib le  o il a n d  g a s  e x p lo ra tio n , 
d e v e lo p m e n t a n d  p ro d u c tio n .

O p e n in g  A N W R  is a  v ita l ke y  to  re lie v in g  A la s k a ’s f in a n c ia l 
p re s s u re s , p ro te c tin g  A la s k a n s ’ jo b s  a n d  s u s ta in in g  o u r e c o n o m ic  
g ro w th . O il p ro d u c tio n  fro m  A N W R  w ill im p ro v e  A m e r ic a ’s  e n e rg y  
s e c u r ity  a n d  p ro v id e  n e w  jo b s  th ro u g h o u t th e  c o u n try .

A la s k a  h a s  p ro v e n  th a t A rc t ic  o il a n d  g a s  re s o u rc e s  c a n  b e  
d e v e lo p e d  in a n  e n v iro n m e n ta lly  re s p o n s ib le  m a n n e r  c o n s is te n t 
w ith  p ro te c tio n  o f w ild life  a n d  p re s e rv a t io n  o f tra d it io n a l life s ty le s  
a n d  h u m a n  v a lu e s . E x p lo ra tio n  in A N W R  w iii b e  th e  m o s t
e n v iro n m e n ta lly  a n d  s o c ia lly  re s p o n s ib le  o il d e v e lo p m e n t
u n d e r ta k e n  a n y w h e re  in  th e  w o r ld .

A la s k a ’s p e rs is te n t a n d  p a tie n t e ffo r ts  to  e d u c a te  A m e r ic a n s  a n d  
b u ild  th e  n a tio n a l c o n s e n s u s  w e  n e e d  to  a c c e s s  o u r  re s o u rc e s  
w ith in  A N W R  h a v e  b e e n  s u c c e s s fu l.  W ith  th e  s e a tin g  o f a  n e w  
C o n g re s s  in  W a s h in g to n , w e  a re  o n  th e  b r in k  o f a c h ie v in g  o u r  
o b je c tiv e . It is v ita lly  im p o r ta n t th a t  th e  2 4 th A la s k a  L e g is la tu re  
e n d o rs e  p re v io u s  le g is la tu re s ’ e ffo r ts , d e m o n s tra te  o u r  s o lid a r ity  
a n d  e n th u s ia s t ic a lly  s ta te  o u r s u p p o r t  fo r  o p e n in g  A N W R .

T h is  re s o lu tio n  m irro rs  th o s e  p a s s e d  b y  p re v io u s  A la s k a
le g is la tu re s  a n d  w ill b e  a  c o rn e rs to n e  o f th is  le g is la tu re ’s
c o m m itm e n t to  re s p o n s ib ly  d e v e lo p  o u r  n a tu ra l le s o u rc e s , p ro m o te  
s u s ta in e d  e c o n o m ic  e x p a n s io n , c re a te  g o o d  jo b  o p p o r tu n it ie s  fo r  
o u r  c it iz e n s  and  a s s u re  sa fe , g ro w in g  a n d  h e a lth y  c o m m u n it ie s  
th ro u g h o u t o u r  s ta te .

rep.mike.hawkery legis.state.ak.us • vvw \v.akrepuMicans.org\ha\vker\
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A la s k a  S ta te  C h a m b e r  o f  C o m m e r c e  

2 0 0 5  P r i o r i t y  

O p e n  A N W R

The Alaska Stale C h a mber of C o m m e r c e  supports Alaska's role in providing this nation 

with a major portion of its domestic oil and encourages the United States Congress to 

pass a bill opening the coastal plain of the Arctic National Wildlife Refuge to responsible 

exploration, development, and production of its oil and gas resources.

Oil exploration and development activity can be conducted in a manner that protects the 

wildlife and the environment.

The Alaska State Chamber of C o m m e r c e  opposes any efforts to declare the coastal plain 

of A N W R  a wilderness area.

The Alaska State C namber of C o m m e r c e  urges the Governor and Legislature to continue 

to support and actively participate in efforts to open the Coastal Plain of A N W R  to 

environmentally responsible oil and gas development and to appropriate the necessary 

resources to attain congressional approval of environmentally responsible development 

within the 1002 area of A N W R .



V

A N W R :

JOBS AND ENERGY 
FOR AMERICA

A R C T IC  P O W E R
4(w I B street , 2Ml F i .oor 
P.O Box 100220 
Anchorage . Alaska  9950.1 
0X17)274-2697 (ANWR) 
FAX (907) 274-2706
Hvtw.iinwr.orL’

300 F S t r e e t . N.E. 
Washington. DC. 20002 
i2 0 2 )544-5363
»v> 't.M i» r.nn!

Th e  Honorable M i k e  H a w k e r  

Alaska State Legislature 

State Capitol #502 

Juneau, Alaska 99801-1182

Dear Representative Hawker,

This letter is in support of and urging your fellow m e m b e r’s support of H J R  

4, ‘A  resolution urging the United States Congress to pass legislation to open 
the coastal p la in  o f the A rctic  N ational W ild life Refuge, Alaska, to o il and 
gas exploration, development and production

T he Arctic National Wildlife Refuge is the nation’s best source for domestic 

energy production, while creating thousands of high-paying jobs and creating 

substantial revenues for both the federal government and the State of Alaska.

T he coastal plain of A N W R  represents the largest k n o w n  on-shore reserve of 

oil resources in North America. The State of Alaska has a proven track 

record as a world leader in oil exploration, with over 40 years of 

environmentally responsible production. This positive record will continue, 

as “A N W R  will require the tightest environmental standards ever imposed,” 

as noted by U.S. Secretary of Interior Gale Norton.

Alaskans know that w e  can develop our resources responsibly and with 

concern for our natural environment. In fact, over 7 5 %  of Alaskans support 

the responsible development of A N W R .

In addition, the residents of Kaktovik, the only village located within A N W R ,  

support responsible development of their lands so that they too can benefit 

from their resources in the form of jobs, public infrastructure, and a 

strengthened rural economy.

T h e  United States is alarmingly dependent upon foreign oil; with over 6 3 %  

of our petroleum energy needs coming from abroad. This represents over 

$174 Biliion ($174,246,000,000) that exits our e c o n o m y  only to enrich other 

governments. A N W R  oil production can directly replace the imports from 

Saudi Arabia for over 30 years.

W e  as Alaskans understand that responsible exploration of a small portion of 

A N W R  can take place while gaining the benefits of thousands of jobs, 

increased revenue to he state government, production of a safer domestic 

energy supply, and the ability to further the economic life of the Trans- 

Alaska Pipeline System (TAPS).

January 11, 2 005



I urge you to support this call to Congress for the opening of A N W R .  Join 

the majority of Alaska residents w h o  support the responsible use our 

resources for the benefit of Alaska.

Sincerely,

Gail Phillips 

Co-Chair

A1 A d a m s  

Co-Chair
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A l a s k a  S e t s  t h e  S t a n d a r d s
he 49th State issues this challenge: Compare your state’s oil and g; s industry 
environmental standards with Alaska's. How d o es your state m easure up?T

ArcUc Alaska^ol£expert Roger H errera  says:

. “Evin  opera ting  In th e  m ost challenging 
cond itions on thS planet, no  one can  beat 
u s . Our oil developm ent is so  clean we 
ought to  call It 'organically p ro d u ced ' and 
charge  $5 m ore a barrel for Itl”

More than  13 billion b a rre ls  of oil have trav­
eled from A laska's North Slope to Udewater via 
the Trans-A laska pipeline. Here are som e of the 
practices tha t p ro tect hum ans, wildlife and the 
environm ent. They repre ent the “culture- 
prevalent in all N orth Slope acUviUes.

A nim al/hum an in te rac tio n s : All North Slope 
w orkers undergo m andatory  training in 
wildlife/human in teractions. With excepUons for 
safety considerations, anim als have the right of 
way over equipm ent, vehicles and 
hum ans. Airplane takeoffs and land­
ings are generally prohib ited  if an i­
m als are on or near runways. No 
interaction — feeding, touching, 
harassing o r shooting of wildlife — is 
allowed. Driving or walking in flyway 
areas when b irds are  present is p ro ­
hibited. as is any d istu rbance  of nests.

C aribou m ovem ent in m ost fields is 
free and  unencum bered with 5-7 foot 
elevated pipelines and  gravel ram ps.
Where wildlife experts recom m end, 
lines a re  elevated 12 inches to allow 
drainage and  m ovem ent by flightless 
waterfowl. D um psters are  bear-proofed, and 
once-abandoned gravel p its are now flooded to 
provide overw intering habita t for fish. Wildlife 
populaUons are  rouUnely m onitored; stud ies 
docum ent m any population increases and  no 
popuIaUon decreases.

Vehicle handling: Som e 1500 vehicles operate 
a t Prudhoe Bay. Vehicles a re  “diapered" o r 
modified to contain oil and antifreeze leaks. All 
slope com m ercial o p era to rs  are trained, 
licensed, and undergo random  drug  testing 
Vehicles receive strictly-scheduled preventive 
m aintenance. InspecUons an d  repairs.

M ateria ls a n d  w a s te  handling: All batteries 
used on the North Slope are  shipped south  and 
recycled. Chem icals, paint, biocldes, natural 
gas derivatives and tarring  substances are 
stored  in secure buildings to prevent exposure 
to wildlife. U nderground confined disposal of 
drilling fluids and other process w astes is su b ­
ject to stric t perm itting requirem ents that p ro­
tect hum an health and  the environm ent. 
Anything that can be recycled is re<.ycled. 
including wastewater.

Air Quality: M onitoring condu .ted since oil 
production began show s air pouu tan t m easure­
m ents well below applicable environm ental 
s tandards. Except for nitrogen oxide, which 
generally m easures 15-20% below allowable lev­
els. pollu tants are normally a t m inim um  de tec-

.- r . k '

C e n t r a l  A r c t i c  C a r ib o u  H e r d

I  &  . - A * #  .

••. r  -

tion levels of testing instrum ents. Pollutant 
effects on vegetation are  minimal. To reduce 
em issions, m inibuses tran spo rt m ost oil field 
w orkers between sites During cold weather 
above -30 degrees, vehicle engines are  not 
allowed to idle where plug-ins are available.

Spill P revention: In spite of s tric t prevention 
procedures, spills of seawater, p roduced water, 
oil o r chemical substances occur. Between 1995 
and 2000. 62% of ail spills were between 7 
tablespoons and 10 gallons; 25% between 11

(c o n t in u e d  on  n e x t p a g e )



J O B S  A N D  E N E R G Y  F O R  A M E R I C A

and  100 gallons; 10% between 101 and  1000 gal­
lons. 3% m ore than 1000 gallons. Brine, or seawa­
ter, represented 85% of spills; crude and  refined oil 
9%: other substances 6%. Each spill Is reported, 
cleaned up  by 24/7 spill response crews, and 
Inspected by industry  officials and  governm ent regu­
lators. Although 96% of crude oil spilled has been 
recovered, industry 's goal is 100%.

An oil spill response cooperative. Alaska Clean 
Seas (ACS), is staffed by experienced technicians 
who also train  operating com pany and contractor 
personnel. ACS m ain tains cleanup m aterials and 
equipm ent and continually seeks new and  better 
technology Spill contingency p lans provide blue­
p rin ts  for responding to any size spill on land or 
water. New technology, such  as the military-designed 
forv ard-looking Infrared scanner, is used to detect 
a id  define pipeline dam age or spills from  the air. 
Most spills never reach the tund ra  due to built-in 
containm ent and secondary containm ent m easures. 
Rehabilitation techniques for im pacted tundra  suc­
cessfully restore wildlife habitat.

Drilling Im pacts: If built today, the 5600 acres occu­
pied by Prudhoe Bay developm ent would shrink  to 
1500 acres. New production  well pads are  as much 
as 75 percent sm aller than older pads. This resu l'ed  
from a com m itm ent to consolidated contractor facil­
ities, closer well spacing and  m ore com pact building 
designs. Increased autom ation and rem ote-control 
operations have reduced the need for road connec­
tions to many sites.

Drilling innovations continue to allow for sm aller 
land surface im pacts. Ice roads and  pads provide 
the foundation for exploration and drilling activities 
w ithout leaving a trace alter thawing. New "through- 
tubing rotary drilled" weL.. are  now penetrated 
through pre-existing tubing, elim inating the need for 
rem oving tubing with drill rigs. Coiled tubing units, 
long used for well m aintenance, are now used to 
penetrate down-hole directional equipm ent.

"Designer wells" are  m ade possible with 3-D and 
4-D seism ic, allowing reservoir engineers to plot

A lp in e  o i l  f i e l d :  t e c h n o lo g i c a l '  

s h r in k  t h e  f o o t p r i n t  o f  d e v e lo p m e n t
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faults and sm all oil traps to w ithin 100 feet of accu­
racy. This non-tnvasive seism ic visualization d ram at­
ically reduces the num bers of future wells, pads and 
roads required . O nshore seism ic work is done on 
frozen ground with air-cushioned rubber-tracked 
vehicles to lessen tundra scarring; offshore work is 
timed to avoid whale migration. New “m ultilateral" 
wells drill a m ain surface trunk  to enable tapping 
into different reservoirs without cem enting off the 
older well. T his allows sharing above-ground facili­
ties and  building less infrastructure.

North Slope horizontal production well technology 
has developed rapidly since first used in 1990.
Nearly all wells are now horizontally drilled. Today 
m ore than 8 .000  feet of reservoir can be horizontally 
penetrated . Major side benefits are  fewer o ppo rtun i­
ties for spills.

These high s tan d ard s resu lted  from industry working hand in hand with local citizens and 
governm ent. Skills gained by applying new technology and hum an ingenuity to North Slope 
environm ental concerns are now readily exportable and  in considerable dem and as m ore 
rem ote global frontiers are  explored.

Arctic Pow er is a  g rassro o ts  organization advocating  jo b s and  energy for A m ericans through responsib le  developm ent 

of re so u rce s  in the coasta l plain of ANWR For m ore information on this topic, co n tac t Arctic Pow er at 

P 0  Box 100220 • A nchorage. AK 99510 • P hone 907.274 2697 • Fax 907 274.2706 • or visit http.//www anwr.org
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M r. Guy F. Caruso 
Adm in is tra to r
Energy In fo rm ation  A dm in is tra tion  
I S. D q ia rtm cn t o f  Energy 
1000 Independence A vc. SW  
Washington, D .C. 20585

Dear M r. Caruso:

On February 2, 2004, Senator John Sununu requested that E IA  p rovide  in fo rm a tion  regarding the 
im pact o f  certa in p rovis ions o f  the conference report o f  the Energy P o licy  A c t o f  2003. Last 
week, the E IA  produced an analysis o f  those provisions using the N ationa l Energy M odeling 
System (N E M S ).

1 ask that you perfo rm  u s im ila r analysis fo r the potential impacts o f  D iv is io n  C, T it le  I I I  o f  the 
H R. 6  as it passed the House. These Sections, 30401 through 30412, authorize the leasing o f  the 
Coastal Plain o t the A rc tic  N utional W ild life  Refuge in A laska fo r o il und gas explora tion and 
development. I am p a rticu la rly  interested in  the impact o f  these Sections compared to E lA ’s 
2004 annua] energy ou tlook. I w ou ld  usk thnl you use as appropriate, E lA ’s M ay, 2000, analysis 
regarding potentia l o il production from  the Coastal Plain (S R /0 & U /20 0 0 -02 ).

I f  possible in  the tim e  allo tted, I am also interested in O IA ’s assessment o f  whether there may be 
signi.fii.ant synergies invo lved  between A N W R  development und other A lusku N orth  Slope 
development, in c lu d ing  the impact o f  possible udditional natural gas discoveries on the 
economics o f  a proposal to bu ild  a natural gas line to the low er 48 States. In o ilie r words, docs 
E l /  's analysis o f  the scenarios for A N W R  development suggest that A la ska ’s N orth  Slope could 
be a m a jo r co n tribu to r to dom estic production o f  o il and natural fo r decades into the future?

Energy Information Administration/Analysis of Oil and Gas Production in A N W R
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M r. Guy Caruso 
February 23, 2004 
page 2

I would appreciate rece iv ing your analysis as soon as possible, but in  any case by M arch 8 , 2004. 
I f  you should have any further questions regarding this request, please do not hesitate to contact 
tny  Committee o ffice .

Sincerely,

1 Tn(W o
Richard W . Pombo 
Chairman

Energy Information Administration/Analysis of Oil and Gas Production in A N W R
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Energy Information Administration
Office of Integrated Analysis and Forecasting 
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This Service Report was prepared by the Energy Information Administration, the independent 
statistical and analytical agency within the Department of Energy. The information contained 
herein should be attributed to the Energy Information Administration and should not be construed 
as advocating or reflecting any policy position of the Department o f Energy or of any other 
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Contacts
This report was prepared by the staff of the Office of Integrated Analysis and 

Forecasting, Energy Information Administration (EIA). General questions concerning the 

report can be directed to M a r y  J. Hutzler (mary.hutzier@eia.doe.gov, 202/586-2222), 

Director of the Office of Integrated Analysis and Forecasting, and James Kcndell 

(james.kendell@eia.doe.gov, 202/586-9646), Director of the Oil and G a s  Division in the 

Office of Integrated Analysis and Forecasting. Specific questions regarding Alaska 

resources and production can be directed to Philip Budzik (philip.budzik@eia.doe.gov. 

202/586-2847).
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Preface
O n  February 23, 2004, Representative Richard W .  Pombo, Chairman of the U.S. House 

Ccmmittee on Resources, requested that the Energy Information Administration (EIA) 

provide an assessment of authorizing oil and gas leasing ;n the coastal plain of the Arctic 

National Wildlife Refuge ( A N W R )  in Alaska. In his request, Representative P o m b o  

cited Division C, Title III, Sections 30401 through 30412 of the H.R. 6, “Energy Policy 

Act of 2003,” as it passed in the House. Representative P o m b o  asked that the impact of 

this oil and gas leasing authorization be compared to the projections s h o w n  in the Annual 
Energy Outlook 2004. In addition, Representative P o m b o  asked E I A  to assess whether 

there were any “significant synergies” regarding the opening of A N W R  to oil and gas 

leasing and the potential construction of an Alaska gas pipeline, which would transport 

natural gas from the Alaska North Slope to the lower 48 States. This report responds to 

Chairman P o m b o ’s request.

The legislation that established E I A  in 1977 vested the organization with an element of 

statutory independence. E I A  does not take positions on policy questions. It is the 

responsibility of E I A  to provide timely, high-quality information and to perform 

objective, credible analyses in support of the deliberations of both public and private 

decision makers. This report should not be construed as representing the official position 

of the U.S. Department of Energy or the Administration.

T he projections in the reference case used in this report are not statements of what will 

happen but of what might happen, given the assumptions and methodologies used. T he 

reference case projections are business-as-usual trend forecasts, given k n o w n  technology, 

technological and demographic trends, and current laws and regulations. Thus, they 

provide a policy-neutral starting point that can be used to analyze policy initiatives. E I A  

does not propose, advocate, or speculate on future legislative and regulatory changes. All 

laws are assumed to remain as currently enacted; however, the impacts of scheduled 

regulatory changes, w h e n  defined, are reflected.

Energy Information Administratior/Analysis of Oil and Gas Production in A N W R
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Introduction
O n  February 23, 2004, Representative Richard W .  P o mbo, Chairman of the U.S. House 

Committee on Resources, requested that the Energy Information Administration (EIA) 

provide an assessment of authorizing oil and gas leasing in the coastal plain of the Arctic 

National Wildlife Refuge ( A N W R )  in Alaska.1 In his request, Representative P o m b o  

cited Division C, Title III, Sections 30401 through 30412 of the H.R. 6, “Energy Policy 

Act of 2C03,” as it passed in the House. Representative P o m b o  asked that the impact of 

this oil and gas leasing authorization be compared to the projections in the Annual Energy 
Outlook 2004 (AE02004).2 H e  also requested that a prior E I A  analysis of oil and gas 
development on the A N W R  coastal plain be used, as appropriate.3 Finally,

Representative P o m b o  asked E I A  to assess whether there were any “significant 

synergies” regarding the opening of A N W R  to oil and gas leasing and the potential 

construction of an Alaska gas pipeline, which would transport natural gas from the 

Alaska North Slope to the lower 48 States.

This analysis presents three A N W R  cases that assess the potential impact of oil and gas 

leasing in the coastal plain area of A N W R . 4 These A N W R  cases represent the following 

potential oil resource levels:

• A  m e a n  oil resource case, which is based on the U.S. Geologicai Survey ( U S G S )  

m e a n  probability estimate5 of technically recoverable oil resources in the coastal 

plain area of A N W R ;

• A low oil resource case, whicii is based on the U S G S  95-percent probability 

estimate of technically recoverable oil resources in the coastal piain area of 

A N W R ,  and

• A  high oil resource case, which is based on the U S G S  5-percent probability 

estimate of technically recoverable oil resources in the coastal plain area of 

A N W R .

These three A N W R  scenarios are compared to the AE02004 reference case, which serves 

as the analytical baseline for this report.6

' A copy of ihc request letter is included in Appendix A.' Energy Information Administration, Annual Energy Outlook 2004, DOE/EIA-0383(2004), (Washington. DC. January 2004); http://www.cia.doe.gov/Diaf/aeo/index.html.' Energy Information Administration, Potential Oil Production from the Coastal Plain of the Arctic Wildlife Refuge: Updated 
Assessment. SR/0&G/2000-2 v Washington, DC, May 2000); http://www.eia.doe.gov/pub/oil_gas'' 
petrolcum/analysis_publications/arctic_national_wildlife_relugc/hlml/anwrl01.himl.1 The coastal plain of ANWR is roughly noith o f the Sadlcrochit Mountains and west o f  the Aichilik River.' The 95-percent probability estimate refers to a 19 in 20 chance of there being oil resources equal to the size o f that estimate; themean probability estimate refers to a I in 2 chance of there being oil resources equal to the size o f ’.hat estimate; and the D-percentprobability estimate refers to a I in 20 chance o f there being oil resources equal to the size of that estimate.A similar question was raised by Senator Frank Murkowski in a December 20 ,2001, request. See Energy InformationAdministration, The Effects of the Alaska Oil and Natural Gus Provisions of HR. 4 and S. / 766 on U.S. Energy’ Markets, SR/OIAF/2002-02, (Washington, DC, February 2002); http:Vwww.eia doc.gov/oiaf/scrviccrpt/aong/pdf/sroiafl;2002)02.pdf.
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Analysis Summary
The opening of the A N W R  1002 Area to oil and gas development is projected to increase 

domestic oil production starting in 2013. In 2025, the coastal plain of A N W R  is 

projected to reach 0.9 million barels per day under the U S G S  m e a n  oil resource case, 

and 0.6 and 1.6 million barrels per day under the low and high resource cases, 

respectively. These cases include the impact of production in the Federal 1002 Area plus 

Native lands and the State offshore area within a 3-mile limit.

Petroleum imports are projected to decline one barrel for every barrel of A N W R  

production. Opening the coastal plain of A N W R  is projected to reduce 2025 oil import 

dependence from 70 percent in the AE02004 reference case to 66 percent in the m e a n  
resource case. The high and low oil resource cases project a 2025 oil import dependency 

of 64 percent and 67 percent, respectively. Expenditures on foreign oil and petroleum 

products are also projected to be lower in 2025 by $8 billion dollars (2002 dollars) in the 

m e a n  oil resource case, and by $15 and $6 billion dollars in the high and low oil resource 

cases, respectively.

T h e  opening cf the coastal plain of A N W R  tc oil and gas development is expected to 

have little impact or. the development of an Alaska gas pipeline. Although the opening of 

A N W R  might reduce the gas resource risk of building an Alaska gas pipeline, there is 

expected to be a m u c h  ’arger gas resource in the National Petroleum Reserve-Alaska 

(NPRA). T h e  N P R A  is currently being leased and explored for oil and gas resources, and 

has an expected gas resource base six times larger than that expected for the coastal plain 

of A N W R .  The N P R A  is expected to have a greater impact on reducing the gas resource 

risk associated with an Alaska gas pipeline than A N W R .

Background
The Federal Government currently prohibits oil and na:ural gas development in A N W R .  

A N W R  was created by the Alaska National Interest Lands Conservation Act ( A N I L C A )  

in 1980. Section 1002 of A N I L C A  deferred a decision on the man a g e m e n t  of oil and gas 

exploration and development of 1.5 million acres of Federal lands in the coastal plain of 

A N W R .  division C. Title III, Sections 30401 through 30412 of H.R. 6 proposes to open 

the 1002 Area to oil and gas exploration and production. T h e  U S G S  estimates that 74 

percent of the oil resources in A N W R ’s coastal plain area are on Federal lands, with the 

remaining 26 percent on State and Tribal lands.

The estimates presented in this report include oil production from the Federal 1002 Area, 

the Native lands within A N W R ,  and the State offshore areas of the coastal plain. The 

linkage between development on Federal and Tribal lands is legally driven: under terms 

of A N I L C A ,  development on the Native lands can only proceed after a Congressional 

decision to open the Federal 1002 Area. In contrast, the linkage between development in 

A N W R  and State offshore lands is economic, not legal; without A N W R  development, the 

necessary infrastructure for offshore development would likely not be available. Since

Energy Information Administration/Analysis of Oii and Gas Production it: A N W R
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both the State and Native corporations have expressed a strong interest in developing 

their respective oil resources, an approach that reflects the legal and economic linkages 

operating on the North Slope is appropriate in evaluating the potential production impact 

of a Congressional decision to allow development in A N W R .  Estimates for the Federal 

1002 Area alone, such as those in the U S G S  Economic Assessment issued in 1999,7 are 

most useful for an assesr lent of physical development impacts within the Federal 

A N W R  area and for development of Federal revenue estimates. The difference in 

geographical coverage is one of several important factors leading the results of this report 

to differ from those presented in the U S G S  Economic Assessment.

A N W R  is located on the northern coast of Alaska, due east of both Prudhoe Bay, the 

largest oil field ever discovered in the United States, and N P R A  (Figure 1.) Surveys 

conducted by the U S G S  suggest that between 5.7 and 16.0 billion barrels of technically 

recoverable oil8 are in the coastal plain area of A N W R ,  with a m e a n  estimate of 10.4 

billion barrels, divided into m a n y  fields.'7 This estimate includes oil resources in Native 

lands and State waters out to a 3-mile boundary within the coastal plain area. T he m e a n  

estimated size of oil resources in the Federal portion of the A N W R  coastal plain is 7.7 

billion barrels. In comparison, the estimated volume of technically recoverable,

Figure 1. M ap of N orthern  Alaska Showing ANWR and the Coastal Plain Area

Arctic Ocean

Source: Energy Information Administration, Potential Oil Production from the Coastal Plain of ie Arctic National 
Wildlife Refuge: Updated Assessment. '■ k, 0&G/2000-02, May 2000

’ U.S. Geological Survey, "The Oil and Gas Resource Potential of the Arctic National Wildlife Refuge 1002 Area, 
Alaska," Survey Open File Report 98-34, 1999, Chapter F.A (Economic Analysis).
* Technically tecoverablc resources are resources that can be produced using current technology.
9 US Geological Survey, USGS Fact Sheet FS-028-01, April 2001; http://pubs.usgs.gov/fs/fs-0028-0l.
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accessible, unproved oil in the rest of the United States is 105 billion barrels, as of 

January 1, 2002.10

T o  date, there has been no assessment of the oil and natural gas resources in the rest of 

A N W R  outside of the coastal plain area. However, it is unlikely that the non-coastal plain 

area of A N W R  has the sam e  level of resources that are estimated to be in the coastal 

plain area, due to differences in geology. T h e  House version of the Energy Policy Act of 

2 0 0 3 11 calls for opening the coastal plain area to development and does not open any of 

the rest of A N W R .

Methodology and Assumptions
The effects of opening the coastal plain area of A N W R  were determined by incorporating 

the resources of that region into the National Energy Modeling System ( N E M S ) .  The 

key assumptions required to forecast crude oil production from the coastal plain of 

A N W R  are discussed below.

• Timing of first production
At the present time, there has been little exploration and development activity in the 

coastal plain region. The E I A  report Potentia l O il Production from  the Coasta l P la in  o f 
the A rctic  N ational W ild life  Refuge: Updated Assessment suggested that between 7 and 
12 years were required from an approval to explore and develop the coastal region of 

A N W R  until first production. T h e  study further noted that the time to first production 

could vary significantly based on the time required for petroleum leasing once approval 

to develop A N W R  has been given. Environmental considerations and the possibility of 

drilling restrictions also could significantly affect projected schedules.

Following the earlier study, this analysis assumes that pa .sage of the current legislation in 

2004 will result in first production from the A N W R  area in 10 years, i.e., 2013, assuming 

that the first lease sale occurs 22 months after enactment, as required by H.R.6 passed by 

the House of Representatives.

• Timing of continuing development
This study assumes that m u c h  of the oil resources in A N W R ,  like the other oil resources 

on Alaska's North Slope, could be profitably developed given the current levels of 

technology. This study assumes that n e w  fields in the coastal plain of A N W R  will be 

sequentially developed every 2 years after a prior field is opened.

10 Energy Information Administration, Assumptions fo r  the Annual Energy Oullo. '< 200-1, DOE/EIA-0554(2004), 
(Washington, DC, February 2004), page 89, Table 50; 
http://www.eia. doe. gov/oiaf/nco/assumption/pdf/0554(2004).pdf.

Energy bit:: http://frwebgate.ciccess.gpo.gov/cgibin/getdoc.cgi?dbname=l08_cong_bills&docid=f:h6e!i.txt.pdf.
12 Energy Information Administration, The National Energy Modeling System: An Overview, DOE/EIA-058)(2003), 
(Washington, DC, March 2003); http://tonto.cia.doc.gov/FTPROOT/forecasting/OSS 12003.pdf.
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The decision to use a 2-year lag in bringing fields into production is driven by four 

factors. First, there is the large expected size of the coastal plain of A N W R  fields, which 

complicates the logistical problems associated with their development. Second, there is 

considerable investment infrastructure required both to begin production in these fields 

and to link these fields to the Trans Alaska Pipeline System (TAPS). Third, there is 

competition of financial resources from other domestic and foreign projects, including the 

projected development of oil fields in the N P R A ,  which potentially limits the resources 

available for A N W R  development. Finally, increasing the rate of A N W R  development 

might also require an expansion of T A P S  throughput capacity.

This study does not assume that the expected rate of technological change in the oil and 

gas industry for exploration and development will affect the rate of development of 

A N W R .  While a higher rate of technological development might reduce costs and lead to 

more efficient development of A N W R  resources, the primary impediment to the 

development of A N W R  resources is the current legal restriction, which precludes access 

to these oil resources.

• Field size distributions
The current analysis uses the U S G S  assessment of potential field sizes in the coastal plain 

area, based on its assessment of the underlying geology. For the purposes of evaluating 

the impact of opening A N W R  for U.S. markets, E I A  assumed that State and Tribal lands 

within the coastal plain of A N W R  would be opened for development. In the m e a n  oil 

resource case, the total volume of technically recoverable crude oil projected to be found 

within the coastal plain area is 10.4 billion barrels, compared to 5.7 billion barrels for the 

95-percent probability estimate, and 16.0 billion barrels for the 5-percent probability 

estimate. Because the U S G S  5-percent and 95-percent oil resource estimates are 

asymmetric around the m e a n  estimate, the expected field size distribution and, in turn, the 

distribution of projected oil production are also asymmetric with respect to the m e a n  

estimate’s field sizes and projected production.

In the m e a n  oil resource case, the largest projected field in the coastal plain of A N W R  is 

nearly 1.4 billion barrels. While considerably smaller than the 13-billion-barrel Prudhoc 

Bay field,11 this would be larger than any n e w  field brought into production in decades. 

Subsequent fields, which are developed through 2025 in the m e a n  resource case, are 

expected to be smaller, with two additional fields with 700 million barrels of oil, four 

additional fields each with 360 million barrels of oil (Table 1). T o  put these field sizes in 

context with recent North Slope Alaska oil discoveries, the Alpine Oil field, the largest 

field to start producing in recent years, is estimated to have 435 million barrels of 

ultimate recovery.

These field size assumptions presume that the largest oil fields are developed first, based 

on the concept that the larger fields are generally easier to find and cheaper to develop.

13 The 13 billion barrels o f Prudhoe Bay field oil reprcseni the cumulative volume o f oil expected to be produced from 
this field over its entire production life. The amount o f in-place oil in Prudhoe Bay is estimated to be 25 billion barrels.
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Table 1. Oil Field Sizes and T heir Date of Initial Production for the Three ANWR 
Resource Cases (million barrels)

Year In W h i c h  Field 

Begins Production

M e a n  Oil Resource 

Case

L o w  Oil Resource 

Case

High Oil Resource 

Case

2013 1,370 700 2,000

2015 700 700 1,340

2017 700 340 1,340

2019 360 340 700

2021 360 340 700

2023 360 340 700

2025 360 180 700

Total 4,210 2,940 7,480

Source: Energy Information Administration, Office o f Integrated Analysis and Forecasting.

• Production profiles
Potential production from A N W R  fields is based on the size of the field discovered and 

the production profile? of other fields of the same size in Alaska with similar geological 

characteristics. In general, fields are assumed to take 3 to 4 years to reach peak 

production, maintain peak production for 3 to 4 years, and then decline until they are no 

longer profitable and are closed. Identical production profiles were used in the prior E I A  

report, Potentia l O il Production from  the Coastal P la in  o f  the A rc tic  N ationa l W ild life 
Refuge: Updated Assessment.

Results
In the AE02004 reference case, total U.S. crude oil production is projected to grow from
5.8 million barrels per day in 2002 to 6.1 million barrels per day in 2008 (Figure 2).14 

After 2008, domestic oil production is projected to decline during the remainder of the 

forecast period, reaching 4.6 millio.i barrels per day in 2025.

In the reference case, Alaska oil production is projected to continue at about 0.9 million 

barrels per day through 2016, with a projected drop in North Slope oil production offset 

by n e w  oil production from the N P R A .  After 2016, total Alaska oil production is 

projected to decline to 0.5 million barrels per day in 2025. T he decline in Alaska oil 

production is expected to occur in all regions, including the State lands on the North 

Slope, the N P R A ,  and the southern Alaska oil fields of C o o k  Inlet.

In ail three resource cases, A N W R  coastal plain oil production begins in 2013 and grows 

during most of the forecast. In the m e a n  oil resource case, A N W R  oil production peaks

14 The growth in U.S. crude oil produc'ion between 2002 and 2008 largely reflects the projected growth in offshore 
lower 48 oil production.
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Figure 2. Domestic Crude Oil Production for Three ANWR Resource Cases and the 
AE02004 Reference Case, 2000-2025 (million barrels per day)

A laskan  p ro d u c tio n , no  ANWR A dditional A lask an  A dd itional A laskan
(A E 02004  R e fe ren ce  C ase ) p ro d u c tio n , m e a n  ANWR p ro d u c tio n , h igh  ANWR

re s o u rc e s  s r e s o u rc e s

2000

Lower 48 production (A E 0 2 0 0 4  Reference Case)

2005 2010 2015 2020 2025
Source: National Energy Modeling System runs anwr bs d022304b. anwr Jo  d022304b. anwr hi (1022304b. and aeo20t)4 dIOl 703c

at 876,000 barrels per day in 2024. T he low resource case production peaks at 639,000 

barrels per day in 2024, while the high resource case production peaks at 1,595,000 

barrels per day in 2023.

T he opening of A N W R  to oil and gas development includes the following impacts:

• Reducing the U.S. dependence on imported foreign oil;

• Improving the U.S. balance of trade;

• Extending the life of T A P S  for oil;

• Increasing U.S. jobs; and

• Reducing world oil prices.

T he remainder of this section focuses primarily on the first three in.? acts, because the 

employment impacts are difficult to determine and are not within the realm of E l A’s 

expertise a H  because the impact on world oil prices is not expected to be significant. 

With respect to the world oil price impact, A N W R  coastal pla: l oil production in 2025 is 

projected to constitute between 0.5 to 1.3 percent of total world oil consumption.15 It is

15 Based, respectively, on the low and high oil resource case AN *VR production levels in 2025. World oil consumption is projected to be 1 1 8.8 millions barrels per day in 2025. as published in Energy Information Administration, International Energy- Outlook 2003, DOE/EIA-0484(2003), (Washington, DC, May 2003), Table A4. page 185; http://www.cia.doe.gov/oiaf/ieo/mdex.html.
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expected that the price impact of A N W R  coastal plain production might reduce world oil 

prices by as m u c h  as 30 to 50 cents per barrel, relative to a projected 2025 world oil price 

of $27 per barrel (2002 dollars) in the AE02004 reference case. A s s u m i n g  that world oil 

markets continue to w o r k  as they do today, the Organization of Petroleum Exporting 

Countries could countermand any potential price impact of A N W R  coastal plain 

production by reducing its exports by an equal amount.

The leasing and development of A N W R  oil resources potentially extends the life of 

T A P S .  Currently, T A P S  is believed to be uneconomic to operate once the oil throughput 

falls to between 200,000 to 400,000 barrels per day, depending on prevailing oil prices. 

Although the reference case projects North Slope production to be above this m i n i m u m  

level (i.e., 510,000 barrels per day in 2025), the development of A N W R  coastal plain oil 

resources extends the life of this pipeline well beyond 2025. The retention of this on 

pipeline infrastructure could prove crucial in the future, if and w h e n  other regions of 

North Alaska are leased and developed, such as the offshore Beaufort and Chukchi Seas.

A N W R  coastal plain oil production is projected to reduce future petroleum imports on an 

equal barrel-to-barrel basis. In ibe AE02004 reference case, 70 percent of U.S. oil 
consumption is projected to be satisfied by crude oil and petroleum product imports in 

2025. T h e  m e a n  oil resource case reduces the percentage of petroleum imports to 66 

percent, with an import range of 64 to 67 percent for the high and low oil resource cases, 
respectively (Table 2 and Figure 3).

Figure 3. Net Import Share of Petroleum Consumed in the United States for the Three 
ANWR Resource Cases and the AE02004 Reference Case, 2010 2025 (percent)

AE02004 R e fe re n c e  C a se

Source: National lincrgy Modeling System runs anwrbs d022304b, anwr Io.d022304b, anwr hi d022304b, and aco2004.dl0l703e.
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Table 2. Petroleum  Supply Im pact of Opening ANWR to Petroleum  Development 
under T hree Oil Resource Cases (million barre ls per day, unless otherwise 
noted)

Petroleum Supply 
Category

2002 2015
AE02004 
Reference Case

Mean O il 
Resource Case

Low O il 
Resource Case

High O il 
Resource Case

U.S. Crude Production 5.8 5.5 5.8 5.8 5.9
—  Lower 48 4.8 4.6 4.6 4.6 4.6
—  Alaska 1.0 0.9 1.2 1.2 1.3
Net Crude Imports 9.1 13.5 13.2 13.2 13.1
Total Crude Supply 14.9 19.0 19.0 19.0 19.0

Natural Gas Liquids 1.9 2.3 2.3 2.3 2.3
Other Inputs 1.6 1.4 1.4 1.4 1.4
Net Product Imports 1.5 2.1 2.1 2.1 2.1

Total Primary Supply 19.9 24.8 24.8 24.8 24.8

Net Import Share o f 
Total Primary Supply 
(percent) 53 63 62 62 61

Net Expenditures For 
Crude &  Product 
Imports
(billion 2002  dollars) $90.4 $143.8 $141.5 $141.5 $141.0

Petroleum Supply 
Category

2002 2020
AE02004 
Reference Case

Mean Oil 
Resource Case

Low O il 
Resource Case

High O il 
Resource Case

U.S. Crude Production 5.8 5.0 5.7 5.5 6.3
-— Lower 48 4.8 4.2 4.2 4.2 4.2
-— Alaska 1.0 0.7 1.5 1.3 2.1
Net Crude Imports 9.1 14.5 13.7 13.9 13.1
Total Crude Supply 14.9 19.5 19.4 19.4 19.4

Natural Gas Liquids 1.9 2.5 2.5 2.5 2.5
Other Inputs 1.6 1.5 1.5 1.5 1.5
Net Product Imports 1.5 3.0 3.0 3.0 3.1

Total Primary Supply 19.9 26.4 26.4 26.4 26.4

Net Import Share o f 
Total Primary Supply 
(percent) 53 66 63 64 61

Net Expenditures For 
Crude &  Product 
Imports
(billion 2002  dollars) $90.4 $169.0 $161.9 SI 64.3 SI57.0
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Table 2. (continued) Petroleum  Supply Im pact of Opening ANW R to Petroleum 
Development under 3 Oil Resource Cases (million barrels per day, unless
otherwise noted)

Petroleum Supply 
Category

2002 2025
AE02004 
Reference Case

Mean O il 
Resource Case

Low O il 
Resource Case

High O il 
Resource Case

U.S. Crude Production 5.8 4.6 5.5 5.2 6.2
—  Lower 48 4.8 4.1 4.1 4.1 4.1
—  Alaska 1.0 0.5 1.4 1.1 2.1
Net Crude Imports 9.1 15.7 14.8 15.0 14.0
T on i Crude Supply 14.9 20.4 20.3 20.3 20.2

Natui J  Gas Liquids 1.9 2.5 2.5 2.5 2.5
Other Inputs 1.6 1.5 1.5 1.5 1.5
Net Product Imports 1.5 3.9 4.0 4.0 4.1

Total Primary Supply 19.9 28.3 28.3 28.3 28.3

Net Import Share o f  
Total Primary Supply 
(percent) 53 70 6 6 67 64

Net Expenditures For 
Crude &  Product 
Imports
(billion 2002  dollars) $90.4 $200.2 $191.9 $194.4 $185.1

Source: National Energy Modeling System runs aco2004.dl01703c, anwr bs.d022304b, anwr_lo.d022304b, and 
anwr hi.d022304b.

The reduction in oil import volumes also reduces the level of expenditures on crude oil 

and petroleum product imports. In the AE02004 reference case, expenditures in 2025 on 
foreign oil and petroleum products arc projected to be $200 billion (2002 dollars). The 

m e a n  oil resource case projects expenditures in 2025 of $192 billion, with a range of 

$185 to $194 billion for the high and low oil resource cases, respectively. So, the 

opening of A N W R  is projected to improve the U.S. balance of trade by $6 to $15 billion 

in 2025.

ANWR Production Uncertainties
Significant areas of uncertainty regarding the impact on U.S. oil production and imports 

of opening A N W R  are:

• The size o f  the underlying resource hose. Because there has been little petroleum 

drilling or exploration in A N W R ,  there is little first-hand knowledge regarding the 

petroleum geology of this region. The U S G S  oil resource estimates are based 

largely on the geologic conditions that exist in 'he neighboring State lands. 

Consequently, there is considerable uncertainty regarding both the size and
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quality of the oil resources that exist in A N W R .  Thus, the potential ultimate oil 

recovery and potential yearly production are uncertain.

• The underlying f ie ld  structure. T he size of reservoirs that are found in A N W R  

will determine the iate at which A N W R  oil and gas resources are developed. If 

the reservoirs are larger than expected, then production will be greater in earlier 

years. Similarly, if the reservoirs are smaller than expected, then production will 

be less in the early years.

• The costs o f  developing o il resources in ANW R. This analysis assumes that the 
costs of developing A N W R  are not significantly different than developing the 

Prudhoe B a y  field. Oil field development costs depend upon the quality of oil 

found (e.g., light or heavy) and the field’s reservoir characteristics, such as 

permeability, faulting, and water saturation. If the A N W R  oil field development 

costs are higher than those associated with the Prudhoe B a y  field, the timing of 

A N W R  production could be delayed.

• Tim ing o f  ANW R production. This analysis assumes that production in the A N W R  

coastal plain will begin in 2013. This analysis also assumes the size of the oil 

fields expected to be discovered in A N W R  (based on U S G S  istimates) and their 

production rates (based on the industry’s experience in the State lands on the 

North Slope). T h e  actual timing of A N W R  production could vary significantly 

from the timing assumed in this study. In addition, in the high oil resource case, 

North Slope production is slightly below the throughput capacity of T A P S .  

Although the T A P S  throughput capacity could be expanded through the 

construction of additional pumping stations and/or the use of surfactants, it might 

be more economic to restrict A N W R  oil production to the level of T A P S  

throughput capacity.16

• Environm ental considerations. Environmental restrictions could affect access for 
exploration and development.

Synergies with the Alaska Gas Pipeline
The Alaska natural gas pipeline faces three types of business risk: gas market price risk, 

pipeline construction cost risk, and resource availability risk. G as price risk is associated 

with the potential that future lower 48 natural gas prices might be too low to recover all 

pipeline and production costs, along with an adequate rate of return. Gas market price 

risk is further enhanced by the 9- to-10-year permitting and construction period for a gas 

pipeline, which increases the possibility that lower 48 gas market conditions and prices 

could have changed considerably by the time the pipeline goes into operation. For 

example, more than 35 North American liquefied natural gas ( L N G )  terminals, with more

16 The maximum throughput capacity o f TArS is 2.136 million barrels per day, which is slightly above the 2.12 
million barrels per day projected in the high oil resource case in 2023. (Rates exceeding 1,440,000 barrels per day 
assume drag reduction agent injection.) Source: Alyeska Pipeline Service Co., http://www.alycska- 
pipe.com/PipclincFacts/PipelineOpcrations.html
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than 30 billion cubic feet of daily delivery capacity, have been proposed for completion 

over the next decade. S o m e  analysts have concluded that L N G  imports are a less 

expensive gas supply option for the lower 48 than the transportation of gas from the 

Alaska North Slope.17 If this is true and if a significant portion of the proposed North 

American L N G  capacity is built, then gas prices might be lower than the breakeven cost 

for gas transported by an Alaska gas pipeline.

T he last two Annual Energy Ovflooks have projected a need for both n e w  L N G  terminals 

and an Alaska gas pipeline to satisfy future natural gas consumption requirements. 

However, no n e w  L N G  terminals have been built since the 1970s, and L N G  terminal 

project sponsors are faced with local siting issues, because m a n y  landowners do not want 

such facilities situated near them.

The risk of potential economic loss is also increased by the possibility that an Alaska gas 

pipeline might experience significant construction cost overruns, as happened with the 

construction of T A P S .  A  significant construction cost overrun could result in an Alaska 

gas pipeline being uneconomic upon its completion, especially if lower 48 gas prices 

decline substantially.

A  gas resource risk exists because gas producers have proven the existence of 35 trillion 

cubic feet (tcf) out of the 51 tcf of natural gas needed to supply an Alaska gas pipeline.18 

O f  the 35 tcf of proved recoverable natural gas assets that have already been found on 

State lands in the Alaska North Slope, about 26 tcf reside in the Prudhoe B a y  Field, about 

8 tcf reside in the Point T h o m s o n  Field, with the remainder located in various other 

fields. The difference between the 51 tcf required for a pipeline and the 35 tcf of proved 

gas resource constitutes a requirement to discover an additional 16 tcf of recow-able gas 

resources for an Alaska gas pipeline.

Other areas of the Alaska North Slope besides A N W R  are expected to hold considerable 

natural gas resources, which are sufficient to cover this 16-tcf deficit. In particular, the 

N P R A  portion of the North Slope is estimated to contain between 40 to 85 tcf of 

technically recoverable non-associated gas resources and 7 to 17 tcf of technically 

recoverable associated-dissolvcd gas resources.19 T h e  N P R A  is already being leased for 

oil and gas development, with the eastern portion of N P R A  under an active exploration 

program.

7 Deutsche Bank, Picking the winners from  the liquid gas boom. May 2, 2003, Figure 6, page 8.
18 Based on a presentation prepared by BP, ConocoPhillips, and ExxonMobil entitled: “ Alaska Producer Pipeline 
Update," May 2002, Slide 16. Includes natural gas volumes required as lease, pipeline, processing, and electricity 
generation fuel.
g United States Geological Survey, U.S. Geological Survey 2002 Petroleum Resource Assessment o f  the National 

Petroleum Reserve in Alaska (NPRA), USGS Fact Sheet 045-02, Table 1, and personal communication on March I, 
2004, with Emil Attanasi, Ph.D.. U.S. Geological Survey, Reston, Virginia. Estimates include NPRA, native lands, 
and adjacent offshore areas within a 3-mile boundary surrounding NPRA. The USGS mean gas resource estimates for 
NPRA are 61 tc f for non-associated gas and 12 tcf for associated-dissolvcd natural gas. The NPRA figures cited in the 
text represent the 95-perccnt and 5-perccnt probability gas resource estimates, respectively. Associated-dissolved 
natural gas is co-located with crude oil in a reservoir, while non-associated gas is found without any crude oil in a 
reservoir.
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In contrast, the U S G S  estimates that the technically recoverable non-associated natural 

gas resources available in the A N W R  coastal plain are between 0 and 11 tcf, with a m e a n  

estimated value of 3.8 tcf.20 A n  additional 2.3 to 5.2 tcf of technically recoverable 

associated-dissolvcd natural gas is estimated to exist in the A N W R  coastal plain, with a 

m e a n  estimate of 3.6 tcf.21 So, under the m e a n  gas resource estimates, total associated 

and non-associated A N W R  coastal plain gas resources are estimated to be 7.4 tcf, which 

is less than half of the 16 tcf necessary for the gas pipeline. Even the 5-percent 

probability estimates (a 1-in-20 chance) for associatcd-dissolved and non-associated gas 

resources just barely cover the 16-tcf gas resource deficit. Consequently, opening the 

A N W R  coastal plain to petroleum development might reduce the resource risk associated 

with an Alaska natural gas pipeline, but only marginally, because the expected size of the 

N P R A  gas resource base is so m u c h  larger and because N P R A  is already under an active 

leasing and exploration program.22

:o U.S. Geological Survey, The Oil and Gas Resource Potential of the Arctic National Wildlife Refuge 1002 Area, 
Alaska Open File Report 98-34, Table A03. Gas resource estimates include Federal lands, Native lands, and the State 
offshore area within the 3-milc limit.
21 Ibid. Table EA3. These associated-dissolvcd gas figures are for the Federal lands portion o f ANWR only (ie, the 
1002 Area) and do not include the Native lands and the 3-mile offshore portions o f the ANWR coastal plain. The more 
inclusive gas resources estimates were not available from USGS at the time o f publication.
22 The phrase "might reduce" is used in this context because this resource risk is only reduced i f  large volumes of 
natural gas are, in fact, found in ANWR. However, the finding o f such resources can only occur i f  ANWR is opened to 
exploration and development. I f  ANWR is opened to petroleum development and no large gas deposits are found, then 
the pipeline’s resource risk remains unchanged.
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A la s k a  S ta te  C h a m b e r  o f  C o m m e r c e

2 0 0 5  P r i o r i t y  

O p e n  A N W R

The Alaska State C h a m b e r  of C o m m e r c e  supports Alaska's role in providing this nation 

with a maj portion of its domestic oil and encourages the United States Congress to 

pass a bill opening the coastal plain of the Arctic National Wildlife Refuge to responsible 

exploration, development, and production of its oil and gas resources.

Oil exploration and development activity can be conducted in a manner that protects the 

wildlife and the environment.

The Alaska State C h a mber of C o m m e r c e  opposes any efforts to declare the coastal plain 

of A N W R  a wilderness area.

The Alaska State C h a mber of C o m m e r c e  urges the Governor and Legislature to continue 

to support and actively participate in efforts to open the Coastal Plain of A N W R  to 

environmentally responsible oil and gas development and to appropriate the necessary 

resources to attain congressional approval of environmentally responsible development 

within the 1002 area of A N W R .



A N W R :

JOBS AND ENERGY 
FOR AMERICA

A R C T I C  P O W E R
4 c , i  b  Street . 2s" Fi .oor 
I'O  Box 100220 
Anchor aoe . Alaska  99503 
(907) 274-2697 (ANWR)
Fax (907) 274-27(K> 
Mmt.iiimr.ori!

3iKi f Street, n .e . 
Washington. D.C. 20002 
(202)544-5363 
www.anwr.iirg

Dear Representative Hawker,

This letter is in support of and urging your fellow m e m b e r’s support of H J R  

4, 'A resolution urging the United States Congress to pass leg islation to open 
the coastal p la in  o f the A rctic  N ational W ild life  Refuge, Alaska, to o il and 
gas exploration, development and production

T h e  Arctic National Wildlife Refuge is the nation’s best source for domestic 

energy production, while creating thousands of high-paying jobs and creating 

substantial revenues for both the federal government and the State of Alaska.

Th e  coastal plain of A N W R  represents the largest k n o w n  on-shore reserve of 

oil resources in North America. T he State of Alaska has a proven track 

record as a world leader in oil exploration, with over 40 years of 

environmentally responsible production. This positive record will continue, 

as “A N W R  will require the tightest environmental standards ever imposed,” 

as noted by U.S. Secretary of Interior Gale Norton.

Alaskans k n o w  that w e  can develop our resources responsibly and with 

concern for our natural environment. In fact, over 7 5 %  of Alaskans support 

the responsible development of A N W R .

In addition, the residents of Kaktovik, the only village located within A N W R ,  

support responsible development of their lands so that they too can benefit 

from their resources in the form of jobs, public infrastructure, and a 

strengthened rural economy.

The United States is alarmingly dependent upon foreign oil; with over 6 3 %  

of our petroleum energy needs coming from abroad. This represents over 

$174 Billion ($174,246,003,000) that exits our e c o n o m y  only to enrich other 

governments. A N W R  oil production can directly replace the imports from 

Saudi Arabia for over 30 years.

W e  as Alaskans understand that responsible exploration of a small portion of 

A N W R  can take place while gaining the benefits of thousands of jobs, 

increased revenue to the state government, production of a safer domestic 

energy supply, and the ability to further the economic life of the Trans- 

Alaska Pipeline System (TAPS).

http://www.anwr.iirg


I urge you to support this call to Congress for the opening of A N W R .  Join 

the majority of Alaska residents w h o  support the responsible use our 

resources for the benefit of Alaska.

Sincerely,

Gail Phillips 

Co-Chair

A1 A d a m s  

Co-Chair
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