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CS FOR SENATE JOINT RESOLUTION NO. 6(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE -FIRST SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RESOURCES COMMITTEE

ARESOLUTION
Urging the United States Congress to defeat H.R. 39, titled "To preserve the Arctic
coastal plain of the Arctic National Wildlife Refuge, Alaska, as wilderness in recognition
of its extraordinary natural ecosystems and for the permanent good of present and

future generations of Americans."
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS HR. 39, titled "To preserve the Arctic coastal plain of the Arctic
National Wildlife Refuge, Alaska, as wilderness in recognition of its extraordinary natural
ecosystems and for the permanent good of present and future generations of Americans,” has
been introduced in the United States House of Representatives; and

WHEREAS the oil industry, the state, and the United States Department of the
Interior consicer the Arctic coastal plain to have the highest potential for discovery of very
large oil and gas accumulations on the continent of North America, estimated to be as much
as 10,000,000,000 barrels of recoverable oil; and

WHEREAS oil and gas exploration and development of the Arctic coastal plain of the
refuge and adjacent land could result in major discoveries that would reguce our nation's

1- CSSJR 6(RES)

New Text Underlined [DELETED TEXT BRACKETED]
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[future need for imported oil, help balance the nation's trade deficit, and significantly increase
the nation's security; and

WHEREAS in 16 US.C. 3142 (sec. 1002 of the Alaska National Interest Lands
Conservation Act (ANILCAL), the United States Congress reserved the right to permit further
oil and gas exploration, development, and production within the coastal plain; and

WHEREAS enhancements in technology can be used in @ manner that minimizes the
larea within the refuge that is used for exploration and development, while providing the
| nation with a needled supply of il and gas, and

WHEREAS the oil industry is using innovative technology and environmental

10 | practices that are directly applicable to operating on the Arctic coastal plain and that enhance

[environmental protection beyond traditionally high standards; and

WHEREAS the state will ensure the protection of the land, water, and wildlife
| resources auring the exploration and development of the Arctic coastal plain; and

WHEREAS 8,900,000 of the 19,000,000 acres of the refuge have already been set

|aside as wilderness;
BE IT RESOLVED that the Twenty-Fifty Alaska State Legislature urges the United

|States Congress to defeat H.R. 39.

COPIES of this resolution shall be sent to the Honorable George W. Bush, Presicent
lof the United States; the Honorable Richard B. Cheney, Vice-Presicent of the United States
and President of the U.S. Senate; the Honorable Dirk Kempthome, United States Secretary of
the Interior; the Honorable Nancy Pelosi, Speaker of the U.S. House of Representatives; the
Honorable John Boehner, Minority Leader of the US. House of Representatives; the
Honorable Harry Reid, Majority Leader of the U.S. Senate; the Honorable Mitch McConnell,
Minority Leader of the U.S. Senate; the Honorable Jeff Bingaman, Chair of the Energy and
INatural Resources Committee of the US. Senate; the Honorable Ted Stevens and the
Honorable Lisa Murkowski, US. Senators, and the Honorable Don Young, U.S.
Representative, members of the Alaska delegation in Congress; and all members of the 110h
United States Congress by electronic transmission.

CSSJR 6(RES) 2-
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ALASKA STATE LEGISLATURE

State Capitol, Room 119

n'to |l. Railroad Avenue Juneau AK 99801-1182

W aclllé' AK 99654 907-465-3878
W/7.176-4866 Fax: 907-465-3265

ANT-175-4724 - Fax 800-862-3878
Srndtur_Charlie_Huggins@ legis.state.ak.us www.akrepublicans.org/huggins/

Senile District H

Charlie Huggins
Senator

Sponsor Statement

Urging the United States Congress to defeat H. R. 39, titled “To preserve the Arctic coastal plan of the
Arctic National Wildlife Refuge, Alaska, as wilderness in recognition of its extraordinary natural
ecosystems and for the permanent good of present and future generations of Americans."

Oil and gas exploration and development of the Arctic coastal plain could result in major discoveries that would
reduce our nation's future need on imported oil, help balance the nation’s trade deficit, and significantly

increase the nation’s security.

Federal revenues would consist primarily of corporate income taxes on profits earned by producers from the
production and sale of ANWR oil and gas. As landowner, the federal government would also collect royalties
from such production on federal lands. At the circa-2006 price of $75 per barrel, some have estimated the
projected federal revenues from extracting 10.3 billion barrels in oil reserves to be as high as $111 billion over
the productive life span of the reserves, or $76 billion in income taxes and $35 billion in royalties. The
development of ANWR properties would also generate federal revenues in the form of bonus bids from federal
leases on federal lands, ai.d income tax revenues from secondary feedback and multiplier effects from an
expanding economy. Bonus bids have been estimated by the Congressional Budget Office to range from $2
billion to $10 billion or more, depending on crude oil prices.

At this time, 8,900,000 of the 19,000,000 acres of the refuge have already been set aside as wilderness.
Enhancements in technology can be used in a manner that minimizes the area within the refuge that is used

for exploration and development, while providing the nation with a needed supply of oil and gas.


mailto:Srn4tur_Charlie_Huggins@legis.state.ak.us
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SENATE JOINT RESOLUTION NO.6

IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE -FIRST SESSION

BY THE SENATE RESOURCES COMMITTEE

Introduced: 4/25/07
Referred: Resources

A RESOLUTION
Urging the United States Congress to defeat House Resolution 39, titled "To preserve
the Arctic coastal plain of the Arctic National Wildlife Refuge, Alaska, as wildemess in
recognition of its extraordinary natural ecosystems and for the permanent good of
present and future generations of Americans."

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

WHEREAS House Resolution 39, titled "To preserve the Arctic coastal plain of the
Arctic National Wildlife Refuge, Alaska, as wilderness in recognition of its extraordinary
natural ecosystems and for the permanent good of present and future generations of
Americans," has been introduced in the United States House of Representatives; and

WHEREAS the oil industry, the state, and the United States Department of the
Interior consider the Arctic coastal plain to have the highest potential for discovery of very
large oil and gas accumulations on the continent of North America, estimated to be as much
as 10,000,000,000 barrels of recoverable ail; and

WHEREAS oil and gas exploration and development of the Arctic coastal plain of the
refuge and adjacent land could result in major discoveries that would reduce our nation's

SJROO6GA -1- SJR6
New Text Underlined [DELETED TEXT BRACKETED]



ppganpilU! ...

BN REBRERRNE 5 NBEORBSSEBOowow vwo o & wiro

25-1.SO869VA

future need for imported oil, help balance the nation's trade deficit, and significantly increase
the nation's security; and

WHEREAS in 16 US.C. 3142 (sec. 10020f the Alaska National Interest Lands
Conservation Act (ANCILA)), the United Staies Congress reserved the right to permit further
oil and gas exploration, development, and production within the coastal plain; and

WHEREAS enhancements in technology can be used in a manner that minimizes the
area  within the refuge that is used for exploration and development, while providing the
nation with a needed supply of oil and gas; and

WHEREASthe oil industry is using innovative technology and environmental
practices that are directly applicable to operating on the Arctic coastal plain and that elihance
environmental protection beyond traditionally high standards; and

WHEREAS the state will ensure the protection of the land, water, and wildlife

resources during the exploration and development of the Arctic coastal plain; and

WHEREAS 8,900,000 of the 19,000,000 acres of the refuge have alreadyheen set
asidle as wilderness;

BE IT RESOLVED that the Twenty-Fifty Alaska State Legislature urges the United
States Congress to defeat House Resolution 30.

COPIES of this resolution shall be sent to the Honorable George w. Bush, President
of the United States; the Honorable Richard B. Cheney, Vice-President of the United States
and President of the U.S. Senate; the Honorahle Dirk Kempthome, United States Secretary of
the Interior; the Honorable Nancy Pelosi, Speaker of the U.S. House of Representatives; the
Honorable John Boehner, Minority Leader of the US. House of Representatives; the
Honorable Harry Reid, Majority Leader of the U.S. Senate; the Honorable Mitch McConnell,
Minority Leader of the U.S. Senate; the Honorable Jeff Bingaman, Chair of the Energy and
Natural Resources Committee of the U.S. Senate; the Honorable Ted Stevens and the
Honorable Lisa Murkowski, US. Senators, and the Honorable Don Young, US.
Representative, members of the Alaska delegation in Congress; and all members of the 110t
United States Congress by electronic transmission.

SJR 6 -2- SJROO6A
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LEGAL SERVICES

DIVISION OF LEQAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Slop 3101 Deliveries to: 129 6th St., Rm. 329
MEMORANDUM April 26, 2007
SUBJECT: Correcting a reference o HR 39inHIR 6
(Work Ortler No. 25-LS0869\A)
TO: Senator Charlie Huggins

Chair of the Senate Resources Committee
Attn: Sharon Long

FROM: C
Legislative Counsel

Enclosed is an amendment to HIR 6 that was sponsored by the Senate Resources
Committeg,

The amendment corrects the reference to the House Bill in the United States Congress
that Is addressed in the resolution. The. amendment deletes “House Resolution™ and
inserts "H.R." in each place where the bill is described.

| apologize for any inconvenience. Please call me if you have a question about this
amendnient.

DMB:Imb
07-1081nb

Enclosure
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA Stale Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MEMORANDUM April 26, 2007

SUBJIECT: Correcting a reference to HR. 3 in HIR 6
(Work Orter No. 25-LS0869\A)

1O Senator Charlie Huggins

Chair of the Senate Resources Committee
Attn: Sharon Long

FROM lonald M. tsullock Jr>
Legislative Counsel

Enclosed is an amendment to HIR 6 that was sponsored by the Senate Resources

Committee.
The amendment corrects the reference to the House Bill in the United States Congress
that 1S addressed In the resolution. The. amendment deletes "House Resolution™ and

Inserts "H.R." In each place where the bill is described.

é rﬁgﬁéo éﬁ% for any inconvenience. Please call me if you have a question about this

DIMB:Imb
07-108Imh

Enclosure
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AMENDMENT

OFFERED IN THE HOUSE
TO: SIR6

Page 1, line L
Delete "House Resolution"
Insert "H.R."

Page 1 line 6
Delete "House Resolution"
Insert "H.R."

Page 2, line 4
Delete "ANCILA"
Insert "ANELCA"

Page 2, line 17
Delete "House Resolution”

Insert "H.R."

25-L50869U .1
Bullock
4/25/07

L~



To preserve the Arctic coastal plain of the Arctic National Wildlife Refuge, Alaska,
as wilderness in recognition of its extraordinary natural ecosystems and for the
permanent good of present and future generations of Americans.

IN THE HOUSE OF REPRESENTATIVES

January 4, 2007

Mr. MARKEY (for himself and Mr. RAMSTAD) introduced the following bill; which
was referred to the Committee on Natural Resources

A BILL

To preserve the Arctic coastal plain of the Arctic National Wildlife Refuge, Alaska,
as wilderness in recognition of its extraordinary natural ecosystems and for the
permanent good of present and future generations of Americans.

Be it enacted by the Senate and House of Representatives ofthe United

States of America in Congress assembled

SECTION 1. SHORT TITLE.

This Act may be cited as the ' Udall-Eisenhower Arctic Wilderness Act'.

SEC. 2. FINDINGS AND STATEMENT OF POLICY.

(a) Findings- The Congress finds the following:

(1) Americans cherish the continued existence of expansive, unspoiled
wilderness ecosystems and wildlife found on their public lands, and feel a
strong moral responsibility to protect this wilderness heritage as an
enduring resource to bequeath undisturbed to future generations of

Americans.

(2) It is widely believed by ecologists, wildlife scientists, public land
specialists, and other experts that the wilderness ecosystem centered
around and dependent upon the Arctic coastal plain of the Arctic National

http://thomas.loc.gov/cgi-bin/query/CT7cl10:./temp/~clI10rOcdly 4/4/2007
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Wildlife Refuge, Alaska, represents the very epitome of a primeval
wilderness ecosystem and constitutes the greatest wilderness area and
diversity of wildlife habitats of its kind in the United States.

(3) President Dwight D. Eisenhower in ciated protection of the wilderness
values of the Arctic coastal plain in 1960 when he set aside 8,900,000
acres establishing the Arctic National Wildlife Refuge expressly 'for the
purpose of preserving unique wildlife, wilderness and recreational values’.

(4) In 1980, when the Congress acted to strengthen the protective
management of the Eisenhower-designated area with the enactment of
the Alaska National Interest Lands Conservation Act (Public Law 96-487),
Representative Morris K Udall led the effort to more than double the size
of the Arctic National Wildlife Refuge and extend statutory wilderness
protection to most of the original area.

(5) Before the enactment of the Alaska National Interest Lands
Conservation Act, the House of Representatives twice passed legislation
that would have protected the entire Eisenhower-designated are3 as
wilderness, including the Arctic coastal plain.

(6) A majority of Americans have supported and continue to support
preserving and protecting the Arctic National Wildlife Refuge, including
the Arctic coastal plain, from any industrial development and consider oil
and gas exploration and development in particular to be incompatible
with the purposes for which this incomparable wilderness ecosystem has

been set aside.

(7) When the Arctic National Wildlife Refuge was established in 1980 by
paragraph (2) of section 303 of the Alaska National Interest Lands
Conservation Act (Public Law 96-487; 94 Stat. 2390; 16 U.S.C. 668dd
note), subparagraph (B)(iii) of such paragraph specifically stated that one
of the purposes for which the Arctic National Wildlife Refuge is
established and managed would be to provide the opportunity for
continued subsistence uses by local residents, and, therefore, the lands
designated as wilderness within the Refuge, including the area designated
by this Act, are and will continue to be managed consistent with such
subparagraph.

(8) Canada has taken action to preserve those portions of the wilderness
ecosystem of the Arctic that exist on its side of the international border
and provides strong legal protection for the habitat of the Porcupine River
caribou herd that migrates annually through both countries to calve on
the Arctic coastal plain.

(9) The extension of full wilderness protection for the Arctic coastal plain
within the Arctic National Wildlife Refuge will still leave most of the North

http://thomas.loc.gov/cgi-bin/query/CT7clIU:./temp/~cll0rOcdly 4/4/2007
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Slope of Alaska available for the development of energy resources, which
will allow Alaska to continue to contribute significantly to meeting the
energy needs of the United States without despoiling the unique Arctic
coastal plain of the Arctic National Wildlife Refuge.

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

(1) to honor the decades of bipartisan efforts that have increasingly
protected the great wilderness ecosystem of the Arctic coastal plain;

(2) to sustain this natural treasure for the current generation of
Americans; and

(3) to do everything possible to protect and preserve this magnificent
natural ecosystem so that it may be bequeathed in its unspoiled natural
condition to future generations of Americans.

SEC. 3. DESIGNATION OF ADDITIONAL WILDERNESS, ARCTIC
NATIONAL WILDLIFE REFUGE, ALASKA.

END

(a) Inclusion of Arctic Coastal Plain- In furtherance of the Wilderness Act (16
U.S.C. 1131 et seq.), an area within the Arctic National Wildlife Refuge in the
State of Alaska comprising approximately 1,559,538 acres, as generally
depicted on a map entitled 'Arctic National Wildlife Refuge-1002 Area
Alternative E—Wilderness Designation' and dated October 28, 1991, is hereby
designated as wilderness and, therefore, as a component of the National
Wilderness Preservation System. The map referred to in this subsection shall
be available for inspection in the offices of the Secretary of the Interior.

(b) Administration- The Secretary of the Interior shall administer the area
designated as wilderness by subsection (a) in accordance with the Wilderness
Act as part of the wilderness area already in existence within the Arctic
National Wildlife Refuge as of the date of the enactment of this Act.

THOMAS,Home | Contact | Accessibility | Legal | U?A.gov

http://thomas.loc.gov/cgi-bin/query/C?cl10:./temp/~cll0OrOcdly
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Memorandum May 8, 2006

TO: House Committee on Resources
Attn: Daniel Kish

FROM: Salvatore Lazzari
Specialist in Public Finance
Resources, Science, and Industry Division

SUBJECT: Possible Federal Revenues from Oil Development at ANWR and
Nearby Areas

This memorandum 1 in_response to your re(iuest for an estimate of the potential
revenues to the United States Trea ureé from ol development of the coastal plain stucy area
of the Arctic National Wildlife efu%e_ (ANWR) should Congress " approve” such
development. 1in making these estimates It is assumed that: 1)commercial quantities of oll
will e found, currently an unknown; 2) current revenue provisions would be applied, .0,
bonus b|dd|880 ad-valorem royalty, and so forth (except that, Per our request, e did ot
assume the 90% Alaska, 10% fedgral split of current lawy, but rather'a S0-50split, as found in
many current bills): and 3) all of the coastal plain would be available for leasing.2

. Federal reyenues would consist primarily of corporate m_iome taxes ogvﬁroﬁ earned b)(
oil producers from the production ‘and sale of ANWR ail. As [andowner, the federd
government would also collect royalties from such tP_roductlon on federal [ands, which are
Included In the estimates. RevenUies from bonus Bids from fegeral |eases, and rents ?n
undeveloped leases, however, are not included. In addition, the federal (Ilovernment woula
collect income tax revenues resulting from the secondary feeahack effects as a result of the
S'[ImUHJS 0 general econqmic activity, but these revenues are nof incluced here. Estimates of
technologically recoverable oil used in this memorandum include the resources from the
federal [ands, as well as Native lands in the Refuge and offshore state lancs.

The revenue projections below are very long-term forecasts of what might hagpen, and
not what will happen, given the methodol?%and the posited assumptions. “All of the gata
Used In this estimation are provided bgthe . ._Energﬁ/]lnformatlon Administration (HLA), as
documented in the footnotes. Note thét, according tothe EIA and the U.S. Geological Survey

1For background and adiscussion of ANW R legislation and surrounding issues, see CRS Issue Brief

IB10136, Arctic National Wildlife Refuge (ANWR): Controversiesfor the 109lh Congress.

2Some recent bills have restricted ANW R development footprints to 2,000 acres, which might not be
sufficient tonroyide access to the entire coastal plain of the Refuge. This analysis assumes production

from the whole of td8"5S8S/PPfd[
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(T. JSGS? It would take between 7and 12 years after congressional approval to commence
production, if feasible, from ANWR propérties. Further, production from the properties is
projected to last at least 30 years.

Also, note other uncertainties, In addition to the production starting date and the lands
that might be developed: 1)the size of the underlying resource base, 2) the underlymg field
structure, 3)the costc of development, 4) the market price of oil, 5) the average effective tax
rate, and 6) the termo of the authorizing legislation. Thus, reverie projections are hlghl)r
uncertain. Projection of federal revenue™repiesent totals over the entire recovery period, Unti
oll resources %re no longer recoverable. ThuS, theoy do not take Into agcount &ny increased
recovery hased on changed economic conditions dr the annual flow of production.

Finally, the projections helow exclude also potentially large revenues from the
development of natural gas, Whl?h ?c_cordln o grobablh anaI¥S|s may exist in large
quantities in the ANWR coastal plain (particularly the ederal area?. Revenie
PrOJectlons from natural gas development are excluded because there,is currently no way to
ransport the gas to markt (no pipeline or other means of transportation).

Table 1summarizes the results of our estimation procedure, which is described in the
remaining Sections of this memorandum. It shows the g ogected Increase In corporate Income
tax revenles and cumulative estimated royalties projectéd over the life of the ANWR and
other nearby gropertl?s — from the proauction and sale of the estimated technically
recoverable reserves of oll.

. Table 1gresents sixteen projections (in real, 2006 dollars), each corresgondln toan ol
Brlce and production seenarto, For instanCe, If producers were able to recover 10.3 illion

arrels of oIl over the life of the properties — and there Is 3 50-50 chance that the ANWR
coastal plain contains this amount ot ail (or more)3— and if oil prices are $30/barrel then
the federal government 1 projected to collect hearly $45 billion In revenues over the
production period, estimated to be at least 30 years once proguction commences, This
consists. of over $30 illion in federal corparate income taxes (Table 2), and a projected
$14.3 billjon jn fecleral r%altles TabI§3. Tables 2and 3are each presented lfelow In the
sections detallmﬁ the estimation proceaure for corparate income taxes and royaties.) Note
from Table 1that if real oil prices remain at their currently hlqh levels of aboult $75,
R_rog]ecte federal revenues fro extractlntll 103 billion barrelsin oil reserves— could be as
Igh as K111 billion over the productive Tife span of the reserves — $/ billion In income

3U.S. Department of Interior. U.S. Geological Survey. Economics of U.S. Geological Survey’s 1002

Area Regional Assessment: An Economic Update, Open file Report 2005-1359. U.S. Department of
Energy. Energy Information Administration. Potential Oil Productionfrom the Coastal Plain ofthe

Arctic National Wildlife Refiige: Updated Assessment. May 2000, SR/0&G/200-02.



XPI-3

taxes _an? $35 hillion in royalties. Note thiit these estimates assume that all of the qil that is
technically recoverable is lso economically recoverable, which s not necessarily the case.4

4The amount of economically recoverable oil depends on unknown variables such as market oil prices
and oil finding costs. With regards to oil prices, the higher the price, the more the amount of
economically recoverable reserves approaches the magnitude of technically recoverable reserves.
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The develgpment of ANWR pr%nemes would also generate federal revenues in the
form of bonus bicls from the |eases on federal lands, and income tax revenues from secondary
feedback and multiplier effects from an expanding economy,  Bonus bids have been
estimated by the Conrqressmnal Bud%et_ Office to range from"$2 to $10 hillion or more
depending on crude oil"prices.3 The additional feckeral income tax revenues @h indiviolal
and business) from the secondary economic effects are more difficult fo estimate because
they would (lepend on the annual ex,;t)endltures enerated by from oil development, the
gﬁ raphic dispersion of those expenditures, and the state of the general economy at the time.

either bonus bids nor income tax revenues from secondary effects are included in Table 1

Table 1. Possible Cumulative Corporate Income Tax Revenue and
Royalties from ANWR Qil (billions of 2006 $)

Estimated Technically Recoverable Oil (billions of barrels)

Al least 5.7 103 1600r more
(prob. =.%) (prob.= 5) (prob. = (B)
Ol Price per N
Barrel (20069) Revenues (billions of 2006 9)
$5 $6L7 $1115 $1732
$0 $494 $893 $1387
$0 $47 ST $04
$10 $82 $149 31

Source: Author’s estimates hased on EIA data (see text).

Projected Corporate Income Tax Revenues

_Increases in, feceral corporate. income taxes would most likel reOPresent the sn&g!e
biggest source of revenue for the federal government if oil were found and. producedn

[WR. The basic methodology to estimat? potential corporate Income taxes is to multlply
estimated. domestic, pre-ttix prafits from the assumed.oil Productlon at ANWR, projected
over the lives of the properties, by the estimated effective fecleral corporate income tax rate
K)I{I %eR major integrated companiés that would be expected to have an interest in developing

5Memorandum by Douglas Holtz-Eakin to Senator Ted Stevens, December 7, 2005.
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Domestic, pre-tax proflts are the dlfference between revenues (price times output) and
H?d uction ?osts Four h ot etical oil price scen are assumed (each In real "2006
Iars% reflecting the u redtctabllt dFand voIat| of world cryde prices. Per your
request, a high oil prlcescenarto real crue rices of $o0/barel); a median oil-price scenario
real Crude prices at $30/barrel) and a owcrude erce soenario (real oil prices at$10/barre|?
IS important to underscore tfiat these are ht&pot etical price scenarios and do not constitu
rojections of what crude oil prices are likely to be. Given current prices, a $75/bar

cenario is also considered.

Oil qutput Is based on a report by the Ener_(rtﬁl Information Administration, Which Uses
data proviged by the U.S. Geological H Ly IS reRort eftlmates gro Jected ol (and
output Tor the triree areas ofthe geog oastal pla ﬁlnc udin ar asout5|de the AN
houndary) exRected to be develd shou con%ressmna ag roval be forth comtn Within
"he Reflige these are; ) the section 100 arga of federal lands;7and 2) acres

belontlnng to Native Alaskan peaples.8 In addition, prospects for develo ment ofAIaskan
state fan s (offshore Iands outside the Refuge out to the. 3-mile IlmdD are likel to be
rove by onshore development and were inc uded In this analysis. Under 81003 of the

ka National Interest Lan sConservatlon Act QP . 965-487), all lands insice ANWR are
cose to development unless Congress changes the law, Were 0|I and ﬁas development
authorized for the fecleral lands in thie Refuge, development would also be a owedorbecome
fea3|ble? n the nearly 100,000 acres of atlve an% S the refg% 9possibl g free of an\x
acreag mitation applying to development on the federal lands, ‘depending on ho
legislation is framed.

According to th %assessment of possible ?I| in the threg ar%as delfcrlbed above
there is.a 95% roba there are 5./ b|II on barrels or more of technically recqverab
crude oil and na uraI 0as I|qU|ds In the three areas described above, and a 5% probability that

0 Energy Information Administration. Potential Oil Productionfrom the Coastal Plain ofthe Arctic
National Wildlife Refuge: Updated Assessment. May 2000, SR/0&G/200-02; U.S. Geological Survey.
The Oil and Gas Resource Potential o fthe Arctic National Wildlife Refuge 1002 Area, Alaska. Survey
Open File Report 98-34, 1999, Chapter EA (Economic Analysis).

7This area of federal lands is referred to as the “section 1002 area" because of a study required in
81002 of Alaska National Interest Lands Conservation Act (ANILCA, P.L. 96-487) of 1980. The
current prohibition on oil and gas development in ANWR is in 81003 of ANILCA.

8The 92,000 acres belong to the Kaklovik Inupiat Corporation and the Arctic Slope Regional
Corporation. In addition, several thousand acres are held in individual native allotments. The May
2000 EIA report considered only the 92,000 acres. See Potential Oil Productionfrom the Coastal
Plain ofthe Arctic National Wildlife Refuge: Updated Assessment. May 2000, SR/0&G/200-02, op.

cit., p. vii.

9The Native lands inside ANW R fall into three categories: approximately three townships of Native
lands within the geographic coastal plain of the Refuge but outside the administratively defined 1002
area; one township of Native land also within the geographic coastal plain of the Refuge, but
administratively part of the 1002 area; and a number of Native allotments scattered through the
geographic coastal plain, with some concentrations along the coastand in the foothills. Offshore state
lands are largely open to development, although the state and the federal governments have disputed
precise boundaries. For legal background, see CRS Report RL31115, Legal Issues Related to
Proposed Drilling for Oil and Gas in the Arctic National Wildlife Refuge (ANWR), by Pamela

Baldwin.



are 16.0billion harrels or more, USGS’smean estimate — 50% Inrobablll — 15 103hillion
barrels, About three fourths of the possible ail and natural gas fiquids Dare estimateq to be
gtr;%igrl ;ﬁ%%r%ll lands, and one fourth under Native Corporation lands and the adjacent offshore
. For each recoverable oil quantity and price, comb|nat|on scenario, federal corporate
Income fax revenue was arrved a by (12 multiplying the quantl times the price, (
subtractm product|on 00sts (operating'costs plus depreC|at|on depletion, amoruzatlon an
a m|n|str 32mult|py|n thie result by the average effective federal corporate tax
rate on major Se Nergy proatice

1OFor production calculations, natural gas liquids are considered to be equivalent to oil.

1 U.S. Geological Survey. Frontier Areas and Resource Assessment: the Case ofthe 1002 Area of
the Alaska North Slope. USGS Open File Report 02-119. Hereafterreferred to as “Frontier Areas. *



Projections of production costs were based upon annual financial data on oil and gas
industry operations published by the EIA in its Performance Profiles reports covering the
major U.S.-bused energy producing companies.|: A ten-year average (for 1995-2004) was
used to remove the volatility of profits over business cycles and fluctuations in volatile
market oil prices to accurately reflect the long-term nature of oil development in the ANWR
coastal plain, which, if successful, would be expected to produce oil for at least 30 years.
Based upon the Performance Profiles data, production costs of domestic oil and gas
producers averaged 69.3% of revenues over the 1995-2004 period and, consequently, net pre-
tax profits for those companies averaged 30.7% of revenue.13 That percentage was used to
project net pre-tax profits from ANWR output over the life of the wells. The production cost
percentage was based upon cost data for all domestic U.S. operations rather than just for
Alaska, which are not available. Also, the costs reflect the consolidated operations of largely
major integrated producers, rather than just production operations.

The effective federal corporate income tax rate also was estimated using EIA’s
Performance Profiles. Based upon data in those reports, the average effective tax rate for
the years 1998-2004 was 32%. This was derived by subtracting from the U.S. federal tax any
foreign tax credit (which would not be claimed on income from ANWR operations), and
dividing by U.S. pre-tax income.X This effective tax rate probably is an upper bound; and
the actual effective tax rate over the production horizon might end up being lower due to
substantial industry investments in ANWR oil and gas development. Also, the estimation of
the effective tax rate assumes that current legislation remains unchanged. Any future
amendments to current tax laws could, of course, have the effect of either lowering or raising

effective tax rates.

PEnergy Information Administration. Performance Profiles of Major Energy Producers (Issues
2004, 2002, 2000, 1998, and 1996). Data used are in the table that reports Income Components and
Financial Ratios in Oil and Natural Gas Production for FRS Companies.

Blbid.

UThe effective tax rates were based upon both non-vertically integrated companies and vertically
integrated companies. The EIA data are not disaggregated.
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Table 2. Possible Corporate Income Tax Revenues from Successful
ANWR Oil Development (billions of 2006 $)

Estimated Technically Recoverable Oil Output
(billions of barrels)

At least 5.7 10.3 16.0 or more
(prob. = .95) (prob. =.5) (prob. = .05)
Oil Price per
Barrel (2006%) Revenues (billions of 2006 $)
$75 $42.0 $75.9 $117.9
$60 $33.6 $60.7 $94.3
$30 $16.8 $30.4 $47.2
$10 $5.6 $10.1 $15.7

Source: Author’s estimates based on EIA data (see text).

Federal Royalties

Landowners typically collect royalties on minerals extracted from their lands by mineral
operators and producers. Likewise the federal government earns royalties from production of
oil and gas on federal lands. The federal lands in ANWR have been estimated by the U.S.
Geological Survey to contain 74% of the total estimated technically recoverable reserves in
ANWR. (The remaining 26% of total recoverable oil resides in state and Alaska Native
Corporation lands.)B

BFrontier Areas, op. cit..
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Current federal laws effectively allocate 90% of the royalties from oil and gas
production on federal lands to the states; the federal government retains the remaining 10%.16
However, in our revenue projections you have asked us to assume a 50-50 split of all
royalties, although this is not settled.I7 Table 3 shows the projected total royalties collected

over the expected productive lifetime of the federal ANWR properties.

Table 3. Projected Federal Royalties from Possible ANWR Qil (billions
of 2006 $)

Estimated Technically Recoverable Oil from Federal Lands
(billions of barrels)

At least 4.2 7.6 11.8 or more
(prob. = .95) (prob. =.5) (prob. =.05)
Oil Price per
Barrel (2006%) Revenues (billions of 2006 $)
$75 $19.7 $35.6 $55.3
$60 $15.8 $28.6 $44.4
$30 $7.9 $14.3 $22.2
$10 $2.6 $4.8 $7.4

Source: Author’s estimates based on EIA data (see text).

BHowever, the manner is which royalties are split between states and the federal government differs.
For all states except Alaska, direct royalties under the Mineral Leasing Act (MLA) are divided
equally (50-50) between the state in which the deposits are located and the federal government. The
MLA also provides that all states except Alaska get back 40% from the Reclamation Fund (established
by the Reclamation Act of 1902), in effect giving each state 90% of the royalties and the federal
government 10%. Alaska does not receive allocations from the Reclamation Fund, so to
equalize royalty treatment among the states, the Alaska Statehood Act and the Federal Land
Policy and Management Act provide that Alaska’s royalty share is 90% of the direct royalties

(rather than 50%).

T7Many but not all bills that would approve development of ANWR provide for a 50-50 division of
the royalties. So..*e bills (e.g., H.R. 39 in the 109thCongress) have been silent on revenue distribution,
and it is not certain how courts would rule on certain revenue provisions. For more information see:
U.S. Library of Congress. Congressional Research Service. Arctic National Wildlife Refuge (ANWR):
Controversiesfor the 109 Congress. Issue Brief IB 10136, (regularly updated).



