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The Juneau Report is published by Standard Alaska
Production Company (SAPC) Government Affaire Depart-
ment to provide an overview of issues and legislation as
they relate to the petroleum industry. Opinions of authors
expressed here do not necessarily reflect the opinions of
the company. The Juneau Report is edited by Jim Painter.
Inquiries should be directed to him or Bob Straub, SAPC
Government Affairs, 564-5403 or 564-5537.
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Arctic National Wildlife Refuge (ANWR):
Congresswill consider opening

coastal plain for exploration

With conesti production fallin :
netion will nee%r mejor rewail %igoggr}/%

By Tun Bradner

Editor's Note: This issue of Juneau Report is
devoted entirely to the Arctic National Wildlife
Refuge &ANWR) and the question ofopening a small
part of the refuge to oil exploration. It isan issue
of major |mﬁortance to the nation, the State of
Alaska and the petroleum industry.

Sometime in 1987, Congress will begin consideration
of the opening of 15 million acres in the northernmost
section of the 19-million-acre Arctic National Wildlife
Refuge (ANWR) to oil and gas exploration. The Depart-
ment of the Interior, in a formal report to be submitted
to Congress this spring, will recommend allowing explora-
tion in the coastal plain of ANWR, a stretch of gently roll-
ing tundra extending from the foothills of the Brooks Range
north to the Arctic Ocean. It will involve about 8% of the
Arctic refuge area, which is itself about half the size of
the State of Washington.

This will set off another major Alaska environmental
controversy in the nation's capital, as environmental groups
fight to keep the refuge closed. It will be a battle reminis-
cent of fights over the Alaska National Interest Lands

I pokintirm /AM 11 C\\ in IPSO H'hi-nraiKcm Ilinn fmnnt

If oil is eventually found in the coastal plain, actual pro-
duction facilities will lake up a very small ana. As
examples, the Prudhoc Bay unit area involves 242,000
acres of leased acreage. The Kuparuk River unit, which
many geologists believe to be more typical of what might
be found in ANWR, covers about 150,000 acres of leases.
But in_both these huge oilfields, including the smaller
Milne Pointfield, only 8,000 acres are actually occupied
by production 8ads wads, pipelines or othér facilities
according to 1983 State Fish and Game surveys.

By the time an?/ discoveries in the coastal plain arc
developed, technological progress within the industry will
allow development to take place taking even less spare,
through new “directional drilling" techniques and smaller,
more compact field production facilities.

This is demonstrated in the new Milne Point, Endicolt
and Lisburne fields near Prudhoe Bay, where industry’s
experience in Prudhoc Bay and Kuparuk has resulted in
the design of smaller production modules.

Congress Ordered Assessment
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The Jum 111 Report is published by Standard Alaska
Production Company (SAPC) Government Affairs Depart-
ment to provide an overview of issues and legislation as
they relate to the petroleum industry. Opinions of authors
expressed here do not necessarily reflect the opinions of
the company. The Juneau Report is edited by Jim Painter.
Inquiries should be directed to him or Bob Straub, SAPC
Government Affairs, 564-5403 or 564-5537.
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A look at the statistics

A N W R

oil 1s vital to

U.S. energy security

It was 1973, the eve of OPEC’s first oil embargo. Con-
gress faced an important national policy choice over nor-
thern Alaska and the nation’s energy security.

The decision was made: Congress approved legislation
cutting through a complex web of environmental litiga-
tion that had blocked construction of the trans-Alaska
pipeline for four years.

It was prophetic: Four years later a new oil shortage
loomed when oil production was cut in Iran's 1978 revolu-
tion. But by then the Alaska pipeline was finished and tl.e
Prudhoe Bay field was in production. The United States
— and the world generally, analysts now agree — escaped
any actual disruption of oil supplies.

Qil prices were affected, to be sure. But that occurred
because pan'c-stricken oil buyers, fearing shortages in
Japan and Europe, bid up prices. But the shortfall never
really appeared, mainly due to new U. S. production in
northern Alaska.

In 1986 Congress faces another decision, similar in come
ways, yet different in others, to that in 1973: Opening the
coastal plain of the Arctic National Wildlife Refuge
(ANWR) is an important environmental decision affec-
ting Alaska, just as was approving the pipeline in 1973,

It is also an important energy-security decision with
broad ramifications for the nation’s economy. But this
seems less evident today, amid a worldwide oil glut, than
it was in 1973,

Most thoughtful observers, with ample data and statistics
readily at hand, see beyond today's temporary oil surplus
and low prices to the emergence of more shortages and
anew OPEC, this time dominated by Persian G ulf pro-
ducers, some clearly hostile to the U.S. It may come sooner
than we think.

If Congress allows exploration in ANWR, new produc-
tion could be coming out ofAlaska by the year 2000, just
about the time oil shortages may be reappearing. It would
dampen the shortfall, just as did Prudhoe Bay during Iran’s

revolution in '978. .
Continued on pece 6

Arctic National Wildiife Refuge (ANWR);
Congresswill consideropening

coastal plain fo

With donestic
nation Wil need

major new oil
By Tim Bradner
Editor's Note: This issue of Juneau Report is
devoted entirely to the Arctic National Wildlife
Refuge &ANWR) and the question o fopening a small
part of the refuge to oil exploration. It is an issue
of major importance to the nation, the State of
Alaska and the petroleum industry.

Sometime in 1987, Congress will begin consideration
of the opening of 1.5 million acres in the northernmost
section of the 19-million-acrc Arctic National Wildlife
Refuge (ANWR) to oil and gas exploration. The Depart-
ment of the Interior, in a formal report to be submitted
to Congress th' spring, will recommend allowing explora-
tion in the coastal plain of ANWR. a stretch of gently roll-
ing tundra extending from the foothills o f the Brooks Range
north to the Arctic Ocean. It will involve about 8% of the
Arctic refuge area, which is itself about half the size of
the State of Washington.

This will set off another major Alaska environmental
controversy in the nation’s capital, as environmental groups
fight to keep the refuge closed. It will be a battle reminis-
cent of fights over the Alaska National Interest Lands
Legislation (ANJLCA) in 1980. when conservation groups
tried to extend wilderness designation to two-thirds of
Alaska's land area, and the effort by conservationists in
the early 1970s to stop construction of the trans-Alaska
pipeline, which now supplies one fifth of the nation’s oil.

In geologists’ opinion, ANWR's coastal plain has the
best potential o fany frontier region in the U.S. for major
new oil discoveries — some, possibly, of the magnitude
of Prudhoe Bay. By the turn of the century — 13 years
from now — U.S. domestic oil reserves will be seriously
depicted and imports of foreign oil sharply increased, with
serious consequences for U.S. energy security, the nations’
economy and the balance of trade. New domestic oil
discoveries can reduce those effects. But so far, explora-
tion ir. other U.S. frontier areas has been disappointing.
ANWR may be the nation's best hope for large new oil
finds, the kind needed to make substantial contributions
to domestic reserves.

Exploration in Refuges: Nothing New
Oil exploration and production in national wildlife

refuges is nothing new, and federal law now allows these
activities in many refuges.

production fallin

rexploration
Sk S

Ifiiliseventually found in the coastal plain, actual pro-
duction facilities w:ll take up a very small area. As
examples, the Prudl.oc Bay unit area involves 242,000
acres of leased acreage. The Kuparuk River unit, which
many geologists believe to he more typical of what might
be found in ANWR. covers about 150,000 acresof leases.
But in hoth these huge oilfields, including the smaller
Milne Pointfield, only 8.000 acres are actually occupied
by production pads, roads, pipelines or othérfacilities
according to 1983 State Fish and Game surveys.

By the time any discoveries in the coastal plain are
developed, technological progress within the industry will
allow development to take place taking even less space,
through new “directional drilling" techniques and smaller,
more compact field production facilities.

This is demonstrated in the new Milne Taint, Endicott
and Lisburne fields near Prudhoe Bay, where industry’s
experience in Prudhoe Bay and Kuparuk has resulted in
the design of smaller production modules.

Congress Ordered Assessment

When Congress passed the Alaska National Interest
Conservation Lands Actof 1980, it recognized the coastal
plain's strategic importance. ANILCA formally established
the Arctic refuge (it had been a wildlife range before, a
federal administrative land unit) and also designated half
the refuge as a wilderness area, the most restrictive of
federal land classifications.

Congress then ordered the Department of the Interior,
in Section 1002(h) of ANILCA, to assess the petroleum
potential of the coastal plain and to make a formal recom-
mendation to Congress in (he fall of 1986. Extensive
assessments o fthe area’s petroleum potential and wildlife
have been carried out, but environmental litigation he:
deiayed submission of the final report to Congress. Con-
servation groups sued, claiming Interior's report should
require a formal Environmental Impact Statement, a
lengthy procedure that would delay the report. In late
November, Interior released a draft of the report and its
recommendations, which were to open the coastal plain
to exploration. Public hearings arc scheduled, and unless
the environmental lawsuits result in more delay, a final
report and recommendations will go to Congress sometime
this spring. _

Continued on page 5

Area proposed for oil and gas exploration

The coastal plain of ANWR, shown in dark brown, comprises $1.5 million acres
about eight percent of the total area.
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A NWR > oil

to carry us

is needed
into the
21st century

yGeor?e N. Nelson
President, Standard Alaska
Production Company

The Coastal Plain of the

Arctic National Wildlife

Refuge is of critical impor-

tance to the Sta'e of Alaska

and to the oil companies

doing business here. But the ANWR Coastal Plain

is also very important to the residents of the other

49 states, who depend on Alaska No:th Slope crude
for 20 percent of domestic crude supplies.

The fact is that existing North Slope oilfiel Is —
Prudhoe Bay — Kuparuk — Milne Point — Lisbume
— and Endicott — will be producing at a comhbined
rate ofonly about 600.000 barrels a day by the year
2000, That is a little more than a quarterofcurrent
North Slope production levels.

At the same point in time, just 14 years down the
road, production from currently developed U.S.
oilfields will drop from almost 9 million barrels a
day to less than 4 million barrels a day, as oil pro-
ducing fields become depleted. Unless we find new
oil reserves, and a lot of them, we will have no alter-
native but to increase crude oil imports.

Realistically speaking, we will have no choice.
Only an extreme optimist would expect to explore
and find 5 million barrels a day of new production
in the next 13 years — especially at today's crude
prices. But we may be able to control the extent of
those increases in imports.

The best way to do that is to look first where you
have the best chance of finding large deposits ofoil.

One such project, and one which is every bit as
exciting as Prudhoe Bay itself, is the Coastal Plain
of the Arctic National Wildlife Refuge.

The Arctic National Wildlife refuge, or ANWR,
as it is called, is located on the eastern end of
Alaska's Nor*' Slope. The State of Alaska, the
Federal Gover. ent, and the oil industry agree that
the Coastal Plain of ANWR is the best opportunity
on the entire North American Continent for finding
a super giant or giant oilfield.

The hopes of finding a large oilfield oi; the Coastal
Plain at this point are based solely on the results of
geological and geophysical data. ANWR is sand-
wiched between the world class oilfields of the
Prudhoe Bay area, and the recent large discoveries
in the Mackenzie Delta area in the Canadian
Beaufort Sea. There arc oil stained rock outcrop-
pings visible on the surface in the Coastal Plain, and
we have done some important seismic work there.

There is every reason to explore this area, and no
reason to delay this work, especially in light of the
10to 15 years it will take to bring any discovery into
production. But none ofthis will occur unless Con-
gress is persuaded to open the Coastal Plain for
leasing.

You would think this would not be a difficult deci-
sion as the Coastal Plain represents less than 8 per-
cent of the refuge, and 44 percent of the refuge is
already permanently locked away in wilderness
status. But ANWR, the badly needed economic
activity on Alaska's North Slope, and the oil we will
need to carry us into the 21st century, are being held
hostage.

Special interest groups are already hard at work
lobbying Congressmen from all 50 states, to deny
access to that 8 percent of the refuge. This despite
our excellent environmental record in the North
Slope oil fields which we have already developed.
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The Arctic National
Wildlife Refuge is an in-
triguing and beautiful
extension of the arctic
coastal plain. My work
has covered the entire
arctic coast and has
focused on pollution
control, including oil
. and chemical spill

Sharon Hillman response, solid and
hazardous waste management, and assuring company com -
pliance with regulatory requirements. Federal and Alaska
State regulations require that we be very careful operators,
especially in the arctic environment. Our success can be
observed in our clean operations. In the longstanding
Prudhoe Bay Field, the new Endicott Development and
the numerous onshore and offshore exploration operations,
there have been no major oil or chemical spills, nor ha.,
there been an oil blowout offshore. The industry has
developed one oi the most active oil spill response
cooperative groups to assist with spill contingency work
and to maintain a large and specialized spill response
equipment inventory. This cooperative  group has
developed arctic response tools sych as the  iSka Beaufort
Sea Coastal Resources Manual showing hiological and
social resources, shoreline types, and logistical response
considerations for the entire coastline from Barrow to the
Canadian border. Our spill response capability, considered
one of the foremost in the world, is directly applicable
to the ANWR area, and our active research and develop-
ment activities continue to provide improvements.

All of these planning and field tools arc important to
our ability to work in harmony with ANWR's arctic
gnvironment. Equally important are the individual facili-
ty supervisors and project managers in our field locations.
The altitudes and priorities ofour field people to protect
the environment and prevent problems are paramount,
These attitudes and work ethics are the real reasons we
have clean operations. SAPC supports the philosophy that
it is good business to work in harmony with the Alaskan
environment. Our operations show it.

We all know about the
success story at Prudhoe
Bay — a growing

caribou population,
birds nesting in the
oilfield, and a good
record of care for the
physical enviroment. |
would like to approach
the question from acou-
le of other per-
Epectives. d Mark A. Fraker

First, the plants and animals of the North Slope are
tough organisms that are at home in the Arctic. Many peo-
ple have the impression that animals like the caribou and
snow geese are on the brink ofdisasterand that any distur-
bance will push them past their limits. This is a natural
thing for us tropical animals to think, because we are not
adapted either physiologically or culturally to the Arctic.
The organisms that have evolved in the Arctic for millions
of years have developed special adaptations that permit
them to live there,just ascomfortably as tropical animals,
like monkeys and parrots, live in the tropics.

Second, the Arctic environment is not a particularly
fragile place. The plants and animals that live there have
formed ecosystems that are just as resilient and persistent
as those found in more temperate regions. The reputation
that Arctic areas have for fragility and sensitivity seems
to be based entirely on the fact that disturbance to the sur-
face layerofthe tundra can remove the insulation that keeps
the permafrost from melting. If this type of damage oc-
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curs, there can be unsightly erosion. However, the lessons
about how and why to protect the insulative layer of
vegetative mat were learned years ago and proper precau-
tions are now taken asa n.*.terofroutine. Agencies ensure
that these measures are employed.

There is no doubt that the oil industry' has the skills and
sensitivity to explore and develop the Arctic National
Wildlife Refuge ina way that will enable caribou, muskox-
en, and other wildlife to coexist and even prosper alongside
petroleum development, just as they have near Prudhoe

Bay. H'Mw

Llook at Prudhoe Bay
and TAPS as the key
indicators of industry
performance to date, and
they clearly show that
impacts, in terms of
wildlife  population
trends, have been
minimal. The en-
vironmental setting on
the ANWR coast is quite Dan B. Huxlev
similar, a surprise to many visitors who expect something
along the lines of Yosemite. In reality, the place is an arc-
tic desert covered with ice and snow and largely
uninhabitable nine months of the year.

From anengineer's perspective, we've come a long way
since the early 1970s in understanding how best to build
and operate arctic facilities. Looking at the more recent
developments at Kuparuk. Milne Point, Lisbume, and now
Endicott, you can see continued improvements in arctic
design based on our increased understanding of the
environment. For example, facilities are now being shared
among units, pipelines and roads are being consolidated
in corridors, and drill pads are made more compact
through reduced well spacing. At ANWR, there's no doubt
that we'll see further improvements.

The scientific record
speaks for itself. The
caribou population that
uses the Prudhoe Bay
area is increasing bet-
ween 15-18% annually,
even though there is
more development
within its range than for
any North American

caribou herd. Birds con-
Deh Slaybaugh tinue to use the Prudhoe

Bay oil field, which has been in existence for over 10 years.
A visitor to Prudhoc during the summer usually is not
disappointed in terms of wildlife viewing opportunities.
This is in marked contrast to those who would have you
believe that oil field development and wildlife use are
mutually exclusive.

The Alaska Oil and Gas Association (AOGA) has funded
LGL Alaska Research Associates to conduct a systematic
study of bird use. in the Prudhoe Bay oilfield, the more
developed with the less developed areas witnin the field.
Preliminary results show that oil development has not
significantly modified the bird use of the area.

There are other site-specific research projects we have
sponsored such as the banding and neck-collaring of the
Howe Island Snow Geese (Endicott Project), the effects
of industrial activity on nesting eiders at Thetis Island
(Mukluk Project), and bird use of the area adjacent to the
West Dock road (Prudhoe Bay Waterfiood Project), these
efforts do not document significant impacts to birds. Our
history and itsaccompanying scientific record produce the
confidence | have in knowing that the much-netded oil
reserves in ANWR can be developed with little or no im-
pact to the biological resources of the refuge.



Caribou in ANWR: The key iIssue
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#EPorcuplne Herd Different?

Are caribou in the Porcupine Herd in northeast Alaska
really different from caribou in the Central Arctic Herd
just to the west? Or, for that matter, the Nelchina Herd
in Interior Alaska? *

Some biologists think so. Others say no.

This isthe crux ofone controversial question that faces
Congress as it considers whether to open the coastal plain
ofthe Arctic National Wildlife Refuge (ANWR) in north-
east Alaska to oil and gas exploration.

Environmental groups and some state and federal game
officials argue that oil developmentin co" ;tal parts of the
refuge could harm the Porcupine Herd, which numbers
180.000 animals and migrates yearly to the North Slope
from wintering grounds south of the Brooks Range. To
protect this herd, exploration should be barred from the
coastal plain, they argue.

Others disagree: Fifteen years of experience with the
Alaskan Central Arctic and Nelchina caribou herds, whose
ranges are bisected by presentoilfields and pipelines, show
that drilling can have a negligible eflcct, if any at all.

Notonly are those animals suffering no apparent ill ef-
fects. but herd populations are booming, contrary to dire
predictions by environmental groups who tried to stop
pipeline construction in the early 1970s. The Central Arctic
Herd, which now numbers about 18,000, has more than
quadrupled in size since oil activity began. The Nelchina
Herd, whicli must migrate directly across the trans-Alaska
pipeline in Interior Alaska, has also enjoyed a healthy
population gain, during the years of pipeline construction
and continuing afterward.

s The Porcupine Herd Different?

Opponents to ANWR exploration have a reply to this:
What's different is that the rjrcupine Herd is much larger
and that its animals are not as accustomed to human
activity as the Central Arctic and Nelchina herds. Also,
the coastal plain of the refuge, where exploration would
take place, is the main calving ground for the Po.cupine
Herd. Calving is the most sensitive time for female
caribou, and disturbances in summer could prove very
disruptive, they argue.

But the Central Arctic Herd now uses pans of the
Kuparuk oilfield for calving. With the Central Arctic
population rapidly growing, there seems no serious adverse
effect created by the presence of oil production installa-
tions in the calving areas.

Furthermore, the Porcupine Herd itselfisn't free of man-
created disturbances. The Dempster Highway in Yukon
Territory cuts across one major winter range of the herd.
Porcupine caribou cross the highway twice yearly, with
no apparent ill effects.

As for Phrcupine caribou calving: Qil explora‘ion, which
is all that would be authorized if Congress opened the
coastal plain, takes place in winter when the caribou are
far to the south.

And in any event, Porcupine Herd calving only takes
place part ofthe time in the area that would be opened.
The animals calve across a wide area of uplands along
the northern side of the Brooks Range. The region extends
from the western boundary of ANWR some 200 miles
east, to the Western Mackenzie Bay area in Canada’s
Yukon Territory, an area exceeding 6,500 square miles.
Actual calving areas vary from place to place across this
huge region, depending on seasonal weather and snow
conditions.

Fish and Wildlife investigators have identified a 2.1
million-acre area of coastal plain along the northwestern
coast of Canada’'s Yukon Territory and northeastern Alaska
as potential calving area. Less than half of this calving
area, 934,000 acres, is in the area of coastal plain that
would be opened.

Studies show that from 1972 through 1985, Porcupine
caribou used parts o f the Alaskan coastal plain inonly nine
ofthe 14 years. In 1982, for example, practically the cn-

Although caritfou se gravel ramps over pipelines at Prudhoe,
studies have sltowil the ramps are not necessary.

Porcupine herd migration routes

The Porcupine caribou herd spends winters south ofAlaska's Brooks Range, in the Old Crowflats in northern Yukon Territory,
Canada, and in the southernfoothills o fthe Brooks Range in northeastern Alaska. In early March, the caribou begin movin

north. Theyfollowthree main routes: an eastern route through the Richardson Mountains,in Yukon Territory to the Arctic Coa_sta%
Plain ofthe Yukon, a more westerly route across the Porcupine River and over die British Mountains and through the Firth

River valley to the coast, and a third, westerly route up through northeastern Alaska tojoin the eastem group from Old Crow.

Caribou_ségregate themselves into grou_Ps fo’ migrate at different limes: Pregnant females, barren_ cows and some yearlmgs
esfollow later. Calving takes place in May and early June in thefoothills and coas

migratefirs;; bulls and remaining juveni

fal

plain between the Hulahula River in Alaska and the Babbage River in Canada, in locatigns that wryfrom year to year with
snow cover. The 1002h area covers approximately 20 percént of the Porcupine Herd calving area.

tire herd calved east of the U.S.-Canada border, in Yukon
Territory. In 1985, by contrast, over 80% ofthe cows did
use areas in the Section 1002h study area. There's no
evidence to show they would be excluded from an area
ifan oilfield were developed there. But even if they were,
there would seem to be plenty of alternative acreage
available.

Further west. Central Arctic Herd calving occurs in hoth
concentrated and broadly dispersed areas between the Can-
ning and Colville Rivers, an area that also contains the
Prudhoe Bay and Kuparuk River oilfields. While animals
have not used the Prudhoe field area for calving (there
isno evidence that they ever have, government and industry
biologists now agree), they do use parts of the Kuparuk
field. To get to calving areas in Kuparuk, pregnant cows
and cows with young calves have to cross the Kuparuk
oilfield road system. Recent monitoring studies with one
radio-collared cow, transmitting via satellite, showed that
the cow and calfcrossed oilfield roads and production pads
several times during the summer, with no apparent effect.

“It simply doesn't make sense to argue that the Central
Arctic herd is “different" from the Porcupine herd because
one has supposedly habituated to oilfield structures while
the other hasn't encountered them yet," says Debra
Slaybaugh, Senior Environmental Scientist for Standard
Alaska Production Company.

“Both herds consist of the same species and genetical-
ly are probably virtually identical. If the Central Arctic
herd is able to maintain productivity and increase in size
with oilfield structures located within a small portion of
its range, there is no known reason why the Porcupine
Herd should not also continue to increase with oilfield
structures located within a far smaller portion of its range.”

Indurtry Has Learned

There was concern in the early 1970s within government
agencies and industry that North Slope oilfields, the trans-
Alaska pipeline and the Dalton Highway (which follows
aroute generally parallel to the pipeline) might split and
disrupt the Central Arctic Herd.

Caribou studies conducted at the time allowed design
elements to be incorporated into the pipeline and oilfield
gathering lines. These included buried and elevated
pipeline sections for the animals to use as crossings. But
only experience would tell how these increases would
work.

While the crossings have helped, hiologists were sur-
prised at how adaptable the animals turned out to be, com -
pared to what was thought 15 years ago. For example, in
Interior Alaska the Nelchina Herd migrates cast and west
in their annual migration right across the trans-Alaska
pipeline, which follows a north-south route. Because the
pipeline is built above ground through this area, this pro-
vided a good test of the ability ofcaribou to cross amajor
structure, like a pipeline, during migration.

Studies by Renewable Resources Consulting Services.
Ltd., a biological research group, found that the special
caribou crossings huilt by the companies were actually us-
ed by less than a third of the animals. Over two-thirds
chose to cross the above-ground pipeline at other places.

On the North Slope, small groups of caribou moving
through the oilfields in summer have shown both that they
can navigate both roads and field gathering lines. Although
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caribou do use gravel ramps over pipelines in the North
Slope oilfields, the ramps arc not necessary. Where ramps
are not present, caribou pass beneath the elevated
pipelines, so long as the lines are at least five feet abole
the ground.

Biologists have also found that roads or pipelines by
themselves are not serious barriers to movement, but in
combinations, particularly with moving traffic, can at
times create problems. One solution has been to separate
roads from pipelines for short distances, in key locations.

“Caribou become accustomed to things that aren't a
threat to their survival,” says Slaybaugh. “They would have
to, or they would spend their lives reacting to different
kinds of non-threatening stimuli."

An extreme example ofcaribou adaptability is the Delta
Herd in Interior Alaska, which calves <-na military bomb-
ing range, an area frequently subjected to bombing, straf-
ing and low level aircraft flights. The herd has also
experienced severe habitat alteration by wildfires, which
covered large parts of their core calving areas. Despite
these disturbances, the herd has increased at an annual
rate of 19-22% and its now at its largest population level
in history.

What are the real issues?

Here are several questions
biologists are debating

« CARIBOU AND PEOPLE: Evenifindividual
caribou show local reactions to human industrial
activity, (like road traffic) does that really matter
if the overall herd remains healthy and stable in
population? Mosthbiologists now agree that Central
Arctic caribou have demonstrated an adaptation to
oilfield and pipeline activity. Yet, some argue the
Porcupine Herd is still “unique.”

« WHAT REALLY AFFECTS CARIBOU:
Some biologists feel that habitat alteration or denial,
arguably threatened by oil exploration, could
threaten caribou. Others disagree, arguing that
predatorpressures, mainly wolves, are farmore im-
portant than habitat.

« "BIOENERGETICS,” A NEW BELIEF:
Recently, some biologists have come to believe that
Arctic caribou are threatened if they have to spend
time and energy circumventing drill pads or short
distances of pipeline. Others disagree: Walking
around natural obstructions is a partofeveryday life
for North Slope caribou. Man-made obstacles, puny
by comparison to natures', pose no real threat.

« DO WE KNOW ENOUGH? We'll probably
never really know enough about caribou, but
biologists agree it would be useful to have maore site-
specific assessments of impact. This comes,
however, after initial exploration shows where oil
deposits actually are and where they aren't. Available
research funds can then be concentrated on the more
important areas, disregarding parts of the coastal
plain where exploration drilling shows little oil
potential.

*



Habitat versus predators
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I%plte extersive studies,
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How well caribou and oil can co-exist in the Arctic
centers on two contrary theories. That is whether it is the
amount of habitat available or predator pressures (in-
cluding hunting) that is the more important influence on
survival of the herds.

Environmental groups and some biologists base their
objections to oil exploration in the coastal plain o f the Arc-
tic National Wildlife Refuge (ANWR) on the notion that
loss of some habitat will threaten survival ofthe Porcupine
Herd. In otherwords, oil facilities on the tundra will deny
caribou access to traditional rangeland.

The contrary theory, which has now attracted a con-
siderable following, is that habitat is not in short supply,
and that predators, primarily wolves, exert the main in-
fluence on growth and overall status of caribou popula-
tions. There isample range and food supply available in
the north to support Porcupine caribou populations two
or even three times the size of the present herd, many

biologists think.
Interlor n%aﬂ%aska
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In fact, there has never been a case ofa caribou herd,
with access to space and mobility, starving due to lack
of range, except in artificial situations such as occurred
when caribou were transplanted to St. Matthew Island in
the Bering Sea, overgrazed their range and starved. Under
normal circumstances, caribou populations never get too
large for their environment.

Caribou in northern Alaska, in the Porcupine. Central
Arctic and Western Arctic herds, typically have less than
two individual animals for each square mile of the area
over which they range. In caribou herds elsewhere,
population densities may he many times greater. Biologists
have computed that the caribou density in the Alaskan arc-
tic would have to increase by more than 10-fold for food
depletion to be a problem.

Even ifaccess to habiiat were a problem, the actual loss
of terrain to caribou grazing caused by oil development
will be very small. Forexample, the actual habitat * loss”
created by the Prudhoe Bay and Kuparuk oilfields is less
than 8,000 acres, according to Alaska Department o f Fish
and Game studies, in an available North Slope coastal
plain that encompasses thousands of square miles.

But if the predation theory iscorrect, and it is supported
by several field studies, then this major argument against
oil activity in ANWR"'s coastal plain lacks scientific
foundation.

Booming Growth in Caribou

The biggest embarrassment for opponents of oil
development is that caribou populations if Interior and
Northern Alaska, which should have been impacted hy
0il activity, have instead been experiencing vigorous
growth. In fact, the Central Arctic Herd on the North
Slope, which uses areas occupied by the Prudhoe Bay.
Kuparuk and Milne Point oilfields, has more than
quadrupled ir size since oil activity began in the early
1970s.

Biologists have done field studies which do show cases
oflocalized avoidance behavior by caribou, in that animals
sometimes move away from vehicle traffic on oilfield
roads, or react to low-flying aircraft.

“ But some observers assume these affects harm the
animals, ajudgement not supported by evidence." says
Mark Fraker, Senior Environmental Scientist for Stan-
dard Alaska Production Company.

“What isworse is that some people ‘extrapolate’ these
individual observations to whole populations, arguing that
entire herds will be endangered because individual animals
show reactions to road traffic. This doesn't make sense
when the herds arc growing fast and are obviously healthy
in the presence of oilfield activity.”

In any event, Fraker said, there is now general agree-
ment among government and industry biologists that
caribou do eventually adapt to human presence and
industrial activity.

What really doeseffect caribou herds are predation and
hunting, the studies are showing. Wolves, which prey on
caribou, have been undercontrol in Alaska since the ear-
ly 1970s. This explains why caribou numbers have been
increasing so fast. Compared to this, any effect of oil ac-
tivity is minor.

Caribou studies are extensive

Editor’s Note: The tistofcaribou studies below representsa smallpor-

tion o fthe research conducted in northern Alaska and Canada
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The Protection of Open Space

Biologist Tom Bcrgerud of the University of Victoria,
a respected Canadian caribou biologist, maintains Ihat
what caribou really need for calving is open space, in
which predators like wolves or bears can be spotted at
some distance, and bare ground that is free o f snow, which
provides camouflage for newborn calves.

This may explain why caribou seem to prefer certain
locales for calving over otherareas. Perhaps snow melts
earlier in the preferred areas than elsewhere. This would
also explain why caribou cows calve in different areas
from year to year, motivated by a late spring and snow
melt.

Intermsofoverall impacton populations, the available
research seems to overwhelmingly back the predator
theory.

Bergerud says that caribou can adapt to economic
development in the Arctic if they have space for mobility
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affects caribou populations?

to cope with predators.

Bergerud has reviewed the supposed adverse impacts
on caribou caused by human activity, construction of
roads, pipelines or rail lines, on eight caribou herds, seven
in North America and one in Norway. In each case he
found that a variety of factors, including population
changes, range use, predator and hunting pressures, of-
fered more convincing explanations for changes in
behavior than the presumed cause, the road, railroad or
pipeline. Predators, mainly wolves, were by far the ma-
jor influences.

In contrast, there is no case where a caribou herd
pop ulatlon lias declined because of some industrial
activity, h tscofapoorly designed gas pipeline in
the Soviet moil, which excluded a large number of
animals from the area, nooverall population level impact
was recorded, Richard T. Shideler of Alaska's Depart-
ment of Fish and Game has written.

Bergerud. on the other hand, was able to document
severe effects of predation on herds.

Eight Herds: “Case Histories”

Bergcrud examined data from the Porcupine, Central
Arctic, Nelchina and Fortymilc herds in Alaska, several
herds in British Columbia, the Kaminuriak Herd in
Manitoba and herds in Newfoundland and Norway. All
had been cited in literature and in testimony before
government panels as examples of various disturbances
to animals by industrial activity.

These offered a variety of test situations: In some, there
was heavy, unregulated hunting. In others, hunting was
banned. Some had control programs for wolves and other
predators, and others did not. All had their ranges cross-
ed by highways, roads, railroads or pipelines.

One documented impact in several of the case studies
was an increase in calf survival due to wolfcontrol. The
second documented impact was an increase in mortality
due to improved access for hunters from road or railroads.

“We believe that some biologists, in their concern for
disturbances at the individual level, may have overlook-
ed the major population regulation factors o fhunting and
predation,” Bergcrud writes. "W hen herds have stopped
crossing transportation corridors, it has generally been
because numbers have declined and ranges contracted.
The evidence shows such contractions to be independent
of the presence of transportation corridors.”

Predators, Not Habitat

Meanwhile, other studies undertaken by Bergcrud have
reinforced the notion that predation, mainly by wolves,
is the major influence on caribou populations, and that
other mortality factors, like starvation and disease, arc
not important for caribou populations that are in open ter-
rain and free to disperse.

With five herds in Alaska and Canada, wolf-comrol pro-
grams were instituted. Before wolves were controlled, calf
survival rates were about five percent, Bergerud found,
a rate at which the herd would be stable or in slight
decline. After wolf-control, hut not complete ren oval,
calf-survival ratesjumped, some to over 20% , a rate that
will result in rapid population growth.

In the open plains o f the Alaskan and Canadian Arctic,
wolves have been actively hunted in recent years and wolf
densities arc now below 6.5 animals per thousand square
kilometers. Bergcrud writes. This isa level that will result
in low predation and rising caribou populations. This is,
in fact, happening.

Woodland caribou, further south, face a different situa-
tion. In forest, catihou Have less space to escape predators.
Human hunting pressure on wolves isalso less, as wolves
have more natural cover to escape. As a consequence,
wolf densities are higher, calf survival lower, and
therefore, populations of caribou arc on the decline.

The “Habitat” Theory

Where did the “ habitat" theory get started? Why does
it have a following, in spite ofan apparent lack of scien-
tific support?

Some observers think it springs from an unconscious,
distinctly human bias in our view ofthe Arctic. Humans
arc creatures o f the temperate and tropical zones. We view
the Arctic as harsh and forbidding. We find it difficult
to accept the notion, deep inside ourselves, that the Arc-
tic can be bountiful to a species adapted to it. as caribou
are.

The notion persists, despite ample evidence to the con-
trary. that caribou arc somehow on the edge of extinc-
tion in a forbidding, barren environment, and that the
smallest disturbances are a threat to the species. We arc
constantly surprised when field research demonstrates the
vitality, strength and durability o f these animals that have
adapted so well to their environment.

In fact, caribou populations throughout norther North
America continue to grow rapidly, and are now begin-
ning to approach historical levels.



Gedlogists concur

ANWR' geologic potential promising

Geologists regard the coastal plain or the Arctic National
Wildlife Refuge as the most promising area for major new
discoveries of oil and gas in the United States.

All of the geologic ingredients are there: Source rocks
to generate oil and gas. thick sequence: ofreservoir rocks
that allow petroleum to accumulate. large geologic struc-
tures to act as ‘traps” for oil and gas. and the fact that
large petroleum discoveries have been made nearby, in the
same types of geologic strata.

The initial assessments of the area's potential, carried
outasapartofthe Interior Department's "Section 1002h”
study, bear this out. Twenty-six major oil and gas pro-
spects, including two that could rival Prudhoe Bay, have
been identified by seismic mapping and geologic
investigation.

“The area is clearly ihe most outstanding oil and gas
frontiei remaining in the United States, and could con-
tribute substantially to our domestic energy supplies.” In-
terior's report, still in draft, says.

It is all the more important because exploration in other
U.S. frontier areas, where there were high hopes for new
discoveries, have been disappointing. These include off-
shore Atlantic coast, the Gulf of Alaska, Bering Sea.
Lower Cook Inlet and. so far at least, the Alaskan Beaufort
Sea.

But only exploratory drilling can confirm ANWR's
potential. Too often, geologists have been painfully sur-
prised when surface geology and seismic profiling have
indicated the presence ofa possible huge oil formation,
until the drill-stem came up dry. A recent example is
Mukluk, the $150 million dry hole in the Beaufort Sea,
northwest of Prudhoe.

ANWR’s Geology

The area involved in the "I(X)2h" study lies along the
foothills and coastal plain of the wildlife refuge; it is
underlain by tens ofthousands o f feet of sedimentary rocks,
the type needed for oil to accumulate. The nearby Brooks
Range and its foothills indicates that the kind of geologic
actions needed to form underground structures, or traps,
for oil and gas, have indeed occurred.

Generally, there are two types of sedimentary rocks
under ANWR's coastal plain: There is a relatively younger
group of rocks which are also present at Point Thomp-
son, just west of ANWR, where oil and gas discoveries
have been made. They also extend east to the Canadian
Beaufort Sea, where discoveries have also been made.
Then there is a deeper set of older rocks, that are of a
strata that extends to the west, where very large oil
discoveries have been made at Prudhoe Bay. Kuparuk.
Endicott. Lishurne, Seal Island and Mime Point. Both
groups of rocks have great potential, but it is the older,
deeper rocks that have the greater promise.

"0 Theeisa %
percent chance of at least
.48 billion barrels of
In-place resanves . .

Seven different geological “plavs,” or regions of pro-
mising geology, were identified in the 1002h assessment,
each with characteristics favorable for oil and gas. In-place
resource potentials were calculated: There isa 95% chance
of at least 4.8 billion barrels of in-place reserves, and a
5% chance of in-place reserves of 29.4 hillion barrels.

But what is important is the amount of this resource that
might be recoverable, since current oil-producing
technology allows only a percentage ofthe oil actually “in
place” in the rock to be extracted. Interior judged
“recoverable resources” this way: A 95% chance of a
discovery 0f600.000 barrels of recoverable reserves, anil
a 5% chance 0f9.2 billion barrels of recoverable resources.

What may be more meaningful are assessments of par-
ticular prospects. The two largest geologic formations in-
vestigated could contain recoverable oil in amounts similar
to Prudhoe Bay; the next two largest prospects could be
about half the size of Prudhoe, each with an amount of
oil equal to the East Texas field; the next four prospects
could contain recoverable oil in amounts equal to
Kuparuk, about 1.5 million in size.

The eastern part of the coastal plain seems to have the
most potential; it is here that 63% ofestimated recoverable
resources in the area could be found in four large struc-
tures. according to Interior's draft 1002h document.

The southern part of the 1002h study area seems also
to have considerable potential, again mostly in a few very
large geologic formations. Interior assigned this region
25% of the estima'ed recoverable reserves in five potential
structures. But this area also has the greatest potential land-
usc conflicts; it is here that most of the caribou “core calv-
ing" is concentrated. The central part of the study area
was given a lower ranking, with an estimated three per-

ANWR's Coastal Plain is sandwiched between the world class oilfields of the Prudhoe area, and the recent large discoveries

in the MacKenzie Delta area In the Canadian Beaufort Sea.

cent of recoverable reserves in three geologic prospects.

The western area o f the plain was given a very high rank-
ing in terms of overall reserve potential, with about half
of the overall estimated in-place resources in the study
area. But here the sizes of potential structures were much
smaller, some mapped only with great difficulty accord-
ing to the report. So in terms of recoverable reserves, this
area is assigned a probability of only 9% recoverable
resources scattered through 14 potential oil formations.

Other North Slope Development

[fcommercial discoveries are made in ANWR's coastal
plain, it also has important implications for other North
Slope oil development: The infrastructure built to
accommodate one or more oilfields on the coastal plain

A NWR —-— An

Federal Policy Decisions — All Linked

Exploration in the Arctic National Wildlife Refuge in
northern Alaska isonly the latest in a scries ofmajor con-
gressional policy decisions affecting federal lands in
Alaska. They arc all linked, directly and indirectly.

The Alaska Statehood Act in 1959 started the process
offormally designating Alaska lands, which led indirect-
ly to the Alaska Native Claims Settlement Act in 1971, a
major land action that settled the long-standing legal ques-
tion of aboriginal land claims that cleared land title in
Alaska. This also cleared the way for the trans-Alaska
pipeline, although a separate piece of legislation was
ultimately needed to clear away environmental litigation
and authorize the pipeline. But the Native Claims Settle-
ment Act did set the stage for the Alaska National Interest
Conservation Lands Act of 1980 (ANILCA).

ANILCA formally created the Arctic National W ildlife
Refuge, but it also created 35 other national parks, forests
and wildlife units in Alaska, involving a total of 103 million
acres, with 32.4 million acres of this designated as
wilderness. Conservation groups had pushed for far more
wilderness. One proposal (Udall-Andcrson) would have
involved 67 million acres, about a third of Alaska, going
into wilderness status.

An Historical Perspective

Conservation issues have been involved in federal land
decisions since the turn of the century. As a territory. Con-
gress wrote Alaska's laws and established land designa-
tions. Even then, conservationists saw the value of pro-
tecting large tracts of Alaska lands. Early on, coalfields
on federal lands were barred from entry. Large land tracts
like St. Lawrence Island and Nunivak Island were set aside
as “reindeer” reservations. Other wildlife refuges were
created. Tongass and Chugach National Forests, and
McKinley National Park, were created. Just before Alaska
statehood in 1959, the Arctic National Wildlife Range, then
8.9 million acres, was signed into existence by the
Secretary of the Interior.

Passage of the Alaska Statehood Act in 1959, however,
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could also support exploration and development in state
and federal offshore acreagejust north of ANWR, which
has favorable geology.

Also, several large oil and gas accumulations have been
discovered east of Prudhoe. on state lands between that
field and the boundary of ANWR. These are not economic
today, but ifa pipeline were built to serve larger discoveries
on ANWR's coastal plain, some of these might become
gconomic.

Finally, new oil discoveries in ANWR would lead to
greater long-term utilization of the trans-Alaska pipeline,
which would lower costs for all oil moved through the
pipeline. By lowering costs, the economic life of those
fields now producing on the North Slope, particu'arly
Prudhoe and Kuparuk, will be extended some years into
the future.

perspective Continuedfrom page |

set the stage for major Alaska land decisions. Until then,
most lands across Alaska's sprawling 586.000 square miles
were “public domain” under federal public land laws. They
were open to homesteading, mining claims and other forms
of“entry." But because Alaska had a tiny, scattered popula-
tion and an economy based mainly on defense installations
in Anchorage and Fairbanks and Fishing in coastal com -
munities. most of Alaska was, in fact, wilderness.

Statehood was to change things. Not the wilderness
characterof Alaska (which exists even now), but the pro-
cessof formally designating land jurisdictions. Congress
gave Alaska a land grant of 103 million acres, about 28%
of the state, to encourage economic development,

"ANILCA formall
_ createdoirj“e Y
Arctic Widife Refuce .

But this action aroused two other, "sleeping" issues:
one was the undefined claim of aboriginal Native land
rights that Congress had resolved to settle early in the cen-
tury. but had neverdone so. Aslong as it was unresolved,
it constituted a legal cloud on land title in Alaska. Then
in 1966, a "land freeze" was imposed on Alaska, which
was ivt halt transfer of federal lands for homesteading and
to the state under its land selection program. This was also
amajorimpediment to getting a right-of-way  the trans-
Alaska pipeline across federal lands.

The second issue involved conservation and protection
of Alaska lands, which was then under the old public
domain land laws. National conservation groups saw the
opportunity to setaside under new kinds of land systems
from the millions of acres of undesignated federal lands
in Alaska. They would comprise huge additions to the
nation’'s national parks, wildlife refuges and forests.

The two issues were linked. Influential eastern and
midwest congressional delegations, who had constituents

with an interest in Alaska conservatjon jssues, supporteé
t‘anlmdmpege
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In fact, ANWR itself might constitute 20-27Vc of the

notion's il resenvs by 2000, according to Interior Depart-
ment estimates.

PRUDHOE BAY AND OTHER
NORTH SLOPE OIL
PRODUCTION
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The Grim Statistics

It's not hard to sec the coining shortage, and today's low
oil priceswill justaccelerate it. In 1986, the U.S. is using
about 16 million barrels ofoil perday, and producing about
8.9 million barrels daily from domestic fields. One fifth
of this comes from northern Alaska.

U.S. oil production, most ofitin mature producing areas
ator past their peak, is now declining. Even Alaska North
Slope production will begin declining sometime in 1987
or 1988.

If oil prices remain at 515/barrel (in 1985 dollars),
domestic crude oil production will fall from 8.9 million
barrels/day to 6.2 million barrels/day in 1991, an American
Petroleum Institute (API) survey of its member oil com-
panies indicates. The drop could also be occurring faster
than many think. AP President Charles DiBona says U.S.
iomestic production has dropped 333,000 barrels/day so
far this year, and without an Increase of 70.000 barrels/day
in Alaskan production, the production drop (from U.S.
“lower 48" producing areas) would have been about
400,000 barrels/day. If low prices persist, domestic out-
put could be below three million barrels/day by 2000, only
13 years from now, DiBona warns.

Other groups come to similar conclusions: The Indepen-
dent Petroleum Association of America predicts domestic
production will decline 2.3% in 1986, and three percent
in 1987. while oil demand will increase by 2.6% yearly.
Even somewhat higher prices may not help. The Energy
Information Administration, a federal agency, estimates
that at $17 oil ir. 1990 and $20 oil in 1995 (in 1985 dollars),
somewhat higher real prices than those assumed in the
APl survey, U.S. production would decline from 8.9
million barrels/day to 7.2 million in 1990, to 5 million in
1995.

Low oil prices are accelerating that decline. Below a
certain price many small fields and “stripper” wells
become uneconomic. Today about 14% of U.S. produc-
tion comer from stripper wells. Once they are shut in, it

A NWR — AN
the 1971 Native claims act partly because they saw the op-
portunity to use the act as a vehicle for resolving long-
range federal land policy in Alaska.

Section 17(d)2 of the act required the Secretary of the
Interior to withdraw 80 million acres of Alaska lands from
public domain. The land was to be studied for designa-
tion as parks, refuges, national forests and wild and scenic
rivers. These were the “d-2" lands. What is often forgot-
ten is that an additional 60 r;:L'on acres of lands were
also withdrawn under Section 17(d)l (and called,
appropriately, the * d-1 lands) for a.- indefinite period of
time. Parks, refuges, forests and wil' and scenic rivers
must be created by Congress, and so the Secretary’s recom-
mendations required by the 1971 claims act were to even-
tually result in ANILCA, in 1980.

The Land Exchanges

Alaska's statehood and Native claims settlement acts pro-
vided historical linkage, but also created another in-
teresting issue to the question ofopening ANW R's coastal
plain to oil exploration. Alaska Native corporations created
under the 1971 settlement act as well as the State of Alaska
could, if the federal government desired, wind up with

historical

will be uneconomic to reopen many of them under almost
any oil price scenario reasonably conceivable.

Demand is Increasing

Low prices also brings increased demand. U.S. gasoline
consumption this year is running about three percent above
the level during the comparable period of 1985, according
to the API. Demand for all petroleum products was up
an average of 2.5% for the first three quarters of 1986,
but the alarming thing was the acceleration ofdemand dur-
ing the year.

Demand forall petroleum products was up 1.5% in the
first quarter, but climbed to 2.5% the second quarter and
t0 3.9% in the third quarter, DiBona told the Resources
Develoment Council, an Alaska development group, in late
November.

This suggests that if low oil prices persist, U.S. oil
imports will grow substantially, from about 5 million bar-
rels daily in this year to as much as 15 million barrels/day
in 1995 API studies indicate.

New Exploration Falling

Another indication of the worsening U.S. domestic
energy picture is in the nation's declining reserves/pro-
duction ratio. Even in 1985, before the worst of oil price
declines were felt, addition of new oil reserves had drop-
ped by 30% compared to levels a year before. Additions
ofnew natural gas reserves dropped also, by almost 27% .

fields oot o el
discovered to sustain current
production/

New drilling in 1985 replaced only 59% of oil produc-
tion and 69% ofgas production, according to a new study
by Arthur Anderson & Co. The reserves/production ratio
for 1986 is sure to be far worse.

The problem is that most U.S. oil producing areas are
now mature, with many fields past their peak and in stages
of gradual decline. There will be, undoubtedly, new oil
discovered, both in extensions to existing fields and in new
oilfields. But because most parts of the continental U.S.
have been explored, the chances of finding large fields,
where most of the nation’s oil has come from, are increas-
ingly remote.

Except in Alaska: Today Alaska is considered the last
remaining region where large fields, with major additions
to U.S. reserves, might still be discovered. Within Alaska,
ANWR offers the best potential for these discoveries.

Why Large Fields Needed

0 f all the oil produced in the U.S. in 120 years, two
thirds have come from large fields of 50 million barrels
or more, a Congressional Research Service study finds.
Yet, these large fields represented only three percent of
all the oilfields discovered. The vast bulk of U.S.
discoveries — 97%, in fact — were smaller fields. But all

perspective Continuedfrom page 5

mineral estate “ inholdings” within the coastal plain — if
Congress decides to allow exploration. In fact, it has
already happened with a 92,000-acre tract on the northern
edge of the coastal plain.

This comes about through possible land exchanges bet-
ween several Native corporations and the fcJeral govern-
ment, in ,Mition to, possibly, the State of Alaska. In the
case that has already occurred, Arctic Slope Regional
Corporation (ASRC) (the Barrow-hased corporation
covering northern Alaska) in 1983 negotiated an exchange
of lands that it owned, under the claims act, in the nor-
thern Brooks Range within the new Gates of the Arctic
National Park, one of the new federal units created by
ANILCA. Interior felt the exchange worthwhile. The
national park system gained a 101,000-acre scenic addi-
tion, which included pristine Chandler Lake, in the Gates
of the Arctic Park. In exchange, ASRC received 92,000
acresofmineral rights along the northern edge of ANWR.

Although mineral rights belong to ASRC, the tract is
still a part of the refuge in terms ofoverall land manage-
ment. Exploration in this area is allowed, and one well
has been drilled. However, no development can proceed
until Congress opens the rest of the coastal plain to
exploration. Also, any exploration and development must
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of these held only one-third of all the oil discovered in
the last 120 years.

More imponant: in recent years it has become more dif-
ficult to find larger fields. Only five of these have been
discovered since 1951, three in Alaska (M cArthur River,
1986: Prudhoe Bay, 1968; Kuparuk, 1969). Except for
Prudhoc Bay and Kuparuk. no oilfield with reserves over
one billion barrels recoverable has been discovered since
1949, And of the previously discovered giant fields, all
of them except Prudhoe and Kuparuk arc 75% depleted.
Even Prudhoc is now half depicted.

In fooking at future production. Congressional Research
Service found thateven assuming improved oil prices. 76
new- fields of 50 million barrels or more must be
discovered in the next 15 years to avoid large declines in
U.S. domestic production. If these large fields are not
discovered, either because the resources area actually
distributed among smaller fields of access to lands where
large fields have the best chance of being discovered is
denied, then about 27,000 small fields would have to he
discovered to sustain current production. Such a rate of
discoveries seems almost impossible, in both cases.

What could make a significant impact is if truly large
fields similar to several discovered already in norther
Alaska — Prudhoe Bay, Kuparuk, Endicott. Lisbume ?
Seal Island — could be located. ANWR represents U.Ut
potential.

The OPEC “Gap”

OPEC now produces about 16-18 million barrels/day and
has an estimated capacity for production in the 26-30
million barrels/day range. A 10 million barrel/day increase
in U.S. requirements for imports, because of declining
domestic production and increased demand, could itself
absorb mostorallofOPEC'sexcess capacity. Oil demand
is also increasing in other countries, though not as fast
as in the U.S.

In reality, long before OPEC s production capacity is
actually consumed, there will again be upward pressure
on oil prices. Past experience indicates that when 80%
0fOPEC's total capacity isused -or about 21 to 24 million
barrels/day) prices will rise. We are already using about
60% of OPEC’'s capacity, so demand for OPEC oil need
only rise by about 4.7 million barrels/day for this point
to be reached. The U.S. alone could be absorbing that
within three to five years.

be done under environmental stipulations imposed by the
U.S. Fish and Wildlife Service.

Several of the Native corporations are now negotiating
similar land exchanges with Interior, all contingent on con-
gressional approval of exploration. If they are concluded,
the Interior Department would gain valuable additions of
Native-owned inholdings or lands adjacent to refuges and
parks in other parts of Alaska. The acreages involved in
these negotiations are unknown except to the parties
involved, but they are likely to be much smaller than the
ASRC land exchange.

The State of Alaska also has lands adjacent to federal
refuges and parks that itis willing to exchange for mineral
tracts within the coastal plain. Under existing federal law.
AlujNd would receive 90% of federal royalties from any
oil production of ANWR. But since this percentage can
be changed by Congress, State officials feel it would be
better to actually own the mineral rights outright for a
negotiated amount o facreage. The State has made an offer
in this regard, but no actual negotiations are underway at
this point.

Tim Bradner is the editor o fthe Alaska Economic Report,
published in Anchorage.
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Notes for Commissioner Wunnicke
Anchorage Public Policy Forum
August 5, 1986

The State of Alaska®s position
regarding Oil ad. Gas Exploration and Development
in the Arctic National Wildlife Refuge

As most of you have likely heard, Governor Sheffield recently
announced that the State of Alaska supports oil and gas leasing
in ANWR.

In the next ten minutes, | would like to briefly outline the
state®s position on this important issue, and review the major
findings of the state whicn led us to the conclusion that the
coastal plain should be made available to oil and gas exploration
and development.

In February, Governor Sheffield directed state agencies to
provide him with detailed information regarding the state"s
interests that will be affected by Congress®s decision on whether
or not to open up the coastal plain of ANWR for oil and gas
development.

Based on this information, i1t became evident that it is iIn the
state®"s best interest to support leasing in ANWR. Geological
studies have indicated that the likelihood of discovering
reserves of oil and gas is high, and if oil 1is discovered and
produced, the economic benefits to Alaska could range in the
billions of dollars.

The Governor also recognized that the habitat, wildlife, and
subsistence values of the coastal plain are extremely high.

Based upon experience, however, he knew he could be reasonably
confident that measures could be taken to minimize adverse
impacts to these fish and wildlife populations and subsistence
resources, and that the State of Alaska has the legal authority
to ensure that adequate measures are taken to protect these
important resources.

For your information, 1 think it would be worthwhile to briefly
summarize the major geologic, economic, and environmental factors
that were considered prior to reaching our decision.

RESOURCE POTENTIAL

The ANWR coastal plain has a very high potential for substantial
oil and gas deposits, and has been cited by analysts and industry
officials as having the highest oil and gas potential of any



unleased area on the North American continent. A USGS report
that was completed in 1980 estimated that there may be .8 to %7-6
billion barrels of undiscovered oil in place. Estimates of
undiscovered gas in place ranged from 1.4 to 28.1 trillion cubic
feet. My department has completed a more recent analysis that
supports earlier conclusions that the resource potential of the
region is very high.

PROSPECTIVE ECONOMIC BENEFITS

As many of you know, the State ofAlaska is entitled to 90
percent of all federal revenues from oil and gas leasing inANWR,
and it would be able to collect severance taxes from produced
oil.

It is impossible to predict how many barrels of oil might be
discovered and produced in ANWR if it is opened for oil and gas
leasing, or what the price of oil will be in the 1990°s.

However, given available resource estimates it iIs not
unreasonable to expect that a field, or several fields, the size
of the Kuparuk River Field might be discovered, (approximately
1.5 billion barrels recoverable). If such a field is found and
developed, the state®s portion of federal revenues and state
severance taxes would range from $1.5 to $3.3 billion, with the
price of oil at $20 and $25 per barrel, respectively.

Although not likely, it also is possible that a field comparable
to Prudhoe Bay in reserves may befound and produced
(approximately 10 billion barrelsrecoverable), in which case $22
billion dollars in direct state revenues would be generated
assuming the oil sells for $25 a barrel.

Thus, the state"s share of federal revenues and i1ncome from
severance taxes could range into the billions of dollars.

One caveat, however.

At oil prices less than $20 barrel, it may be economically
feasible to develop only the very largest reserves.

While some members of Congress have suggested that there be a
reduction in Alaska®s 90 per cent share of federal revenues, we
believe there are strong and compelling legal and policy
arguments the state can make against such a reduction.

States other than Alaska receive only 50 percent of public domain
land mineral revenues. However, an additional 40 percent of
those revenues are paid iInto the Reclamation Fund established
under the Reclamation Act of 1902. Those funds, 1in turn, are



used to fund reclamation projects iIn those states. However,
Alaska is not covered by the Reclamation Act and receives no
benefits under it. At the time of statehood, Congress considered
it only fair that the additional 40 percent share of public
domain land revenues be paid to Alaska iIn return for Alaska not
being covered by the Reclamation Act of 1902.

Obviously, oil and gas activity in ANWR also would likely create,
employment opportunities for Alaskans in the oil and support
service industry. The precise number of jobs that would be
created is dependent on a large number of factors that cannot be
predicted at this time. However, if we assume a field comparable
to the Kuparuk River Field is found and produced, an average of
1,000 to 2,000 jobs in oil and gas and support service companies
would be created over the twenty-five year life of the field.
Also, it is likely that additional jobs would be created through
the secondary and tertiary effects of the oil industry employment
and expenditures.

In addition, the commercial viability and amount of state
revenues generated from state-owned acreage north and west of
ANWR will likely be significantly enhanced if ANWR 1is made
available for oil and gas leasing. Due to the distance of ANWP
and adjacent state-owned acreage from the Trans-Alaska Pipeline
and the resulting high costs of transporting the oil, a very
large discovery or several moderate-size discoveries would have
to be made in the region to justify construction of a pipeline.
Since the state owns only a small share of prospective acreage in
the eastern Beaufort Sea and ANWR region, it is important to the
state that ANWR be developed along with the infrastructure to
transport oil from the region.

North Slope oil production is projected to begin declining in
1987, which will result iIn excess capacity in tFa TAPS line and
additional reductions in state revenues. Assuming that ANWR is
opened to oil and gas leasing, it will likely take at least ten
years between a lease sale and when production could commence.
During this period, the Department of Revenue projects that the
price of oil will rise to $20/barrel. Thus, early leasing and
exploration could supplement lower state revenues 1in the
late-1990"s.

ENVIRONMENTAL VALUES, POTENTIAL IMPACTS,
AND MITIGATION MEASURES

On the other side of the equation, the state®s analysis indicated
that the coastal plain of the ANWR hosts a diversity and
abundance of fish and wildlife unequalled elsewhere 1in arctic
North America. Those resources and habitats include the
Porcupine and Central Arctic caribou herds, muskox, major stream



,vstems, and coastal tundra habitats utilized by geese, swans,
and other waterfowl.

The Porcupine caribou herd, numbering 170,000 animals, 1is the
second largest herd in the United States and is an important
subsistence resource Tfor Alaskans and Canadians. In addition,
the Central Arctic caribou herd range includes the coastal plain
and foothills between the Canning and Colville River drainages.

The second largest herd of muskox in the United States resides in
ANWR.

Tundra swans and snow geese represent two of the more iImportant
waterfowl species utilizing ANWR. The nesting density for tundra
swans is equal to or higher in ANWR than for other areas on the
North Slope. Up to half of the entire snow goose population of
the United States and Canada may use ANWR in any given year.

Twelve species of fish are present in ten major streams within
ANWR . Important habitat areas include the estuarine environment
and natural spring areas located in the upper portion of some of
the major river systems.

It was recognized that oil and gas development and transportation
corridors can adversely affect fish and wildlife to varying
degrees. These iImpacts are highly dependent the size and
location of facilities required for development, the timing and
severity of disturbance, and effectiveness of mitigating
measures.

Possible mitigation measures to reduce iImpacts to animal
populations could include area deferrals, seasonal use or
activity restrictions, provisions for fish passage, and wildlife
access requirements.

In addition, ailr and water quality in ANWR may be an issue of
concern if new production facilities are developed, but these
consequences could be mitigated in large part by consolidating
facilities and by measures to contain and dispose of liquid and
solid wastes.

Another impact considered was that of subsistence. Such activity
in the Village of Kaktovik, and the current wilderness character,
could be affected by oil and gas development.

THE STATE"S ROLE IN DECISIONS AFFECTING ANWR
After reviewing these impacts — and the measures that can be

taken to minimize them — we explored whether the state has the
legal authority to ensure that appropriate measures are



taken to protect the air, land, water, habitat and subsistence
resources of ANWR.

Our conclusion was yes.

The commissioners of the Departments of Fish and Game, Natural
Resources, and Environmental Conservation have responsibilities
and the authority to protect or regulate activity in the refuge.

Also the Alaska Coastal Management Act requires that all
activities within or directly affecting the coastal zone of ANWR
be reviewed and approved by the state against the standards of
the Alaska Coastal Management Program.

Lastly, the Fish and Wildlife Coordination Act specifies that the
Secretary of the Interior shall ensure that the rules and
regulations developed for the conservation, maintenance, and
management of wildlife resources and their habitat are not
inconsistent with the laws for the protection of fish and game of
the state.

LAND EXCHANGE .

On a related issue, as many of you know, the U.S. Fish and
Wildlife Service has discussed with several Native corporations
the possibility of a land exchange of ANWR lands. The State also
has expressed iInterest in exchanging some of i1ts lands for ANWR
acreage. The USFWS has indicated that it is willing to discuss
land exchange proposals that would help to consolidate refuge
lands In ANWR or in other refuges, but that no proposed land
exchange will occur unless authorized by Congress. Furthermore,
a decision has been made that no ANWR land exchange proposal will
be sent to Congress for approval prior to the submission to
Congress of the Section 1002(h) report.

In the event of a land exchange between the US Fish and Wildlife
Service and a Native Corporation, the state will strive to ensure
that the benefits that could be received by the state if
exploration in ANWR 1is authorized by congress are not jJeopardized
by the agreement.

The U.S. Department of the Interior has assured us we will be
kept apprised of any proposed land exchange under consideration,
and will be consulted before any final decision is made.

CONCLUSION
Once the 1002 report is issued, if its conclustions are as we

expect, the state will be evaluating and advocating exploration
and development approaches which will protect the other resource



values of the coastal plain while allowing exploration and
development to proceed.

Governor Sheffield has concluded that oil and gas exploration and
development in ANWR would be beneficial to the State of Alaska,
and if carried out iIn an environomentally sensitive manner, can
occur 1iIn the refuge without adversely affecting the wildlife
populations for which the refuge was created and without
adversely affecting the people of the area.
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State of Alaska Position on
Management of the Arctic National Wildlife Refuge

Background Information

During its consideration of the Alaska National Interest Lands
Conservation Act (ANILCA), the U.S. Congress recognized that there
is a high potential for discovering oil and gas deposits on the
coastal plain of the Arctic National Wildlife Refuge (ANWR). Under
provisions of the Alaska Statehood Act and other federal laws, any
revenue dgenerated from oil and gas development in ANWR must be
shared by the federal government with the State of Alaska.
Therefore, a decision by the Congress whether or not to open the
refuge to oil and gas exploration could have iImportant consequences
both for the state®s economic future and for the nation"s energy
needs.

'rk *
Given the high oil and gas resource potential contained within the
coastal plain of ANWR, the Congress, pursuant to Section 1001 of
ANILCA, directed the Secretary of the Interior to: (@) assess ANWR
for potential oil and gas resources and make recommendations
concerning future use and management of those resources including
an evaluation of alternative transportation routes needed for oil
and gas d velopment? (2 review the wilderness characteristics and
make recommendations for wilderness designation of these lands; and
(@) study and make recommendations Tfor protection of the wildlife
resources of ANWR.

Section 1002 of ANILCA requires that the Secretary, 1In consultation
with the Governor, conduct a continuing inventory®™ and study of the
fish and wildlife of the coastal plain of ANWR and submit a final
report, known as the 1002(h) report, to Congress. The 1002(h)
report is required to be submitted to Congress on Septembfer 2,
1986, and will contain information on: () the geological potential
of the area; (@ a description of fTish and wildlife resources and
“"their habitats; (3) an assessment of the potential effects of oil
and gas development on fish and wildlife resources and their habi-
tats; (@ a discussion of potential transportation and processing
facilities; and () recommendations as to whether oil and gas
leasing should occur in ANWR.

Although the Secretary has been preparing the 1002(h) report over
the past several years, the document has not yet been made
available for state and public review. The state has, however,
provided to the Secretary its analysis of the probable oil and gas
resources on ANWR, prepared pursuant to a 1985 Memorandum of
Understanding (MOU). That MOU recognized that the U.S. and Alaska
have iImportant and distinct interests that will be affected by
congressional decisions and that both interests will be best served
by development of a comprehensive data base.

In order to be as iInformed and knowledgeable as possible in



anticipation of the 1002(h) report being submitted to Congress and
in order to be prepared for the congressional debate that may begin
as early as this fTall, Governor Bill Sheffield directed state
agencies to provide him with detailed information on several
aspects of the state"s interests which will be affected by
Congress®"s decision on whether or not to open up the coastal plain
of ANWR for oil and gas development. This information was
developed taking into consideration that significant additional
information Vill become available upon the release of the
Secretary®"s 1002(h) report.

The state also supports and is prepared to develop an MOU with the
U.S. Fish and Wildlife Service that would formalize our efforts
under Section 1002 to evaluate and recommend specific mitigating
measures to ensure protection to fish and wildlife resources and
their habitat in the event of oil and gas development.

Policy Statements

0 Based upon the information developed to date, most of which is
confidential, the state believes that the coastal plain of
ANWR holds great promise fTor oil and gas exploration which can
provide significant benefits both to the state’and to the..v
nation. The state is entitled to 90 percent of the govern-
mental share of royalties, bonuses, and rentals derived from

em any oil and gas produced in ANWR. IT Congress opens the area
to oil and gas development, it is essential that this benefit
to the people of Alaska be maintained.

° The state does not support Representative Udall®s bill (H.R.
4922) to designate the coastal plain"of ANWR as wilderness.
No wilderness proposals should be considered prior to the

, 1002(h) report to Congress. The state must ensure that
important options are not foreclosed by hasty land classifi-
cations.

O The coastal plain of ANWR hosts a diversity and abundance of
fish and wildlife unequalled elsewhere iIn arctic North
America. These resources are extremely iImportant to Alaskans,
and management of ANWR must ensure that fish, wildlife, and
their habitats are protected. Resources of primary concern in
ANWR include the Porcupine and Central Arctic caribou herds,
musk oxen, major stream systems and nearshore estuarine
habitats critical to spawning and overwintering fish, and
coastal tundra habitats utilized by geese, swans, and other
waterfowl. The Porcupine caribou herd, numbering 170,000
animals, 1s the widest ranging herd in Alaska and is an
important subsistence and recreational resource for Alaskans
and Canadians.



0 At the urging of the state, the U.S. Department of the
Interior has assured us that the state will be kept apprised
of any proposed land exchange under consideration and will be
consulted before any final decision is made. The state will
work to ensure that the benefits which could be received by
the state if exploration in ANWR is authorized by Congress are
not jJeopardized by any.land exchange agreements.

0 Based on the information now available, the state does support
the concept of leasing in ANWR. Once the 1002(h) report has
been completed and made available for review, the state will
conduct an extensive analysis of any proposals to allow
leasing in ANWR. The purpose of the state®s analysis will be
to identify areas where petroleum leasing would have the least
impact on Ffish, wildlife, and their habitats and to evaluate
and advocate exploration approaches which, 1in appropriate
areas and under proper environmental conditions, will protect
the other resource values in or adjacent to the coastal plain
while allowing exploration to proceed., The state recognizes
that the potential development of *WR @s a major public
policy 1issue and encourages maximum public participation,
especially from Alaskans, during the congressional debate.

tg86070801rse



The Honorable Bill Sheffield August 4, 1986

Governor
State of Alaska tg86070801rse
465-3562 A \
Robert L. Grogan, Director ANWR Information
Division of Governmental Summary
Coordination

Office of the Governor

As you have requested, the Division of Governmental Coordination
has coordinated preparation of an analysis of factors relevant
to a state position on oil and gas leasing in the Arctic
National Wildlife Refuge (ANWR). This analysis has been
reviewed and approved by the Departments of Environmental
Conservation, Natural Resources, and Fish and Game.

Issues addressed include: 1) the resource potential of ANWR;

2) the potential direct and indirect economic benefits to Alaska
of oil and gas leasing in ANWR; 3) the fish and wildlife habitat
and subsistence values of the refuge; 4) mitigation measures
available to protect resource and habitat values if oil and gas
leasing is permitted; 5) mechanisms ensuring state participation
in decisions regarding oil and gas activity, in the refuge; 6)
proposed, land exchanges between the federal government, Native
corporations, and the State of Alaska; and 7) the proposed
Porcupine Caribou Treaty.

RESOURCE POTENTIAL

* The ANWR coastal plain has a very high potential for sub-

stantial oil and gas deposits, and has been cited by analysts
and iIndustry officials as having the highest oil and gas poten-
tial of any unleased area on the North American continent. A
U.S. Geolo.gical Survey report that was completed in 1980
estimated that there are .8 to 17.6 billion barrels of
undiscovered oil iIn place at the 95 percent and 5 percent
probability levels, respectively. Estimates of undiscovered gas
in place ranged from 1.4 to 28.1 trillion cubic feet. The
Alaska Department of Natural Resources has completed a more
recent analysis that supports earlier conclusions that the re-
source potential of the regio.i iIs very high.



PROSPECTIVE ECONOMIC BENEFITS

0 The potential economic benefits to Alaska and to the state
treasury of a congressional decision to allow oil and gas
leasing In ANWR could be substantial. The State of Alaska 1is
entitled to 90 percent of all federal revenues from oil and gas
leasing in ANWR and it would be able to collect severance taxes
from the produced oil. In addition, oil and gas activity in the
refuge would likely enhance the value of adjacent state-owned
lands with oil and gas potential. These benefits could be
increased if the restriction on the export of Alaska crude oil
was removed. Removing the export ban could result in lower
transportation costs, an increase in the well head value of the
oil, and make marginal Tields more economical to develop.

© The state®s share of federal revenues and income from
severance taxes could range into the billions of dollars. It is
impossible to predict how many barrels of oil might be discover-
ed and produced in ANWR if it is opened for oil and gas leasing,
or what the price of oil will be in the 1990"s. However, given
available resource estimates it Is not unreasonable to expect
that a field, or several fTields, the size of the Kuparuk River
Field might be discovered (approximately 1.5 billion barrels
recoverable). |If such a field is found and developed, the
state®"s portion of federal revenues and state severance taxes
would range from $1.5 to $3.3 billion, with the price of oil at
$20 and $25 per barrel, respectively. Although not likely, it
also is possible that a field comparable to Prudhoe Bay in
reserves may be found and produced (approximately 10 billion
barrels recoverable), in which case $22 billion dollars in
direct state revenues would be generated assuming the oil sells
for $25 a barrel. At oil prices less than $2 barrel, however,
it would be economically feasible to develop only the very
largest reserves.

While some members of Cg%gress have suggested a reduction in
Alaska®s share of federal revenues, there are strong“and compel-
ling legal and policy arguments, the state can make against a
reduction of the state®s share. States other than Alaska
receive only 50 percent of public domain land mineral revenues.
However, an additional 40 percent of those revenues are paid
into the Reclamation Fund established under the Reclamation Act
of 1902. Those funds, in turn, are used to fund reclamation
projects in those states. Alaska is not covered by the Reclama-
tion Act and receives no benefits under it. Congress considered
it only fair that the additional 40 percent share of public
domain land revenues be paid to Alaska in return for Alaska not
being covered by the Reclamation Act of 1902.

0 The revenues accruing to the state from ANWR would likely
increase employment opportunities and disposable i1ncomes for
Alaskans. The revenues generated by the State would likely be



used iIn large part to increase the principal of the Permanent
Fund, pay salaries of state and local government employees, and
fund capital improvement projects,

° In addition, oil and gas activity in ANWR would likely
create employment opportunities for Alaskans in the oil and
support service industry. The precise number of jobs that would
be created 1i1s dependent on a large number of factors that cannot
be predicted at this time. However, i1f we assume a field
comparable to the Kuparuk River Field is found and produced, an
average of 1,000 to 2,000 jobs in oil and gas and support
service companies would be created over the 25-year life of the
field. Also, it is likely that additional jJobs would be created
through the secondary and tertiary effects of the oil industry
employment and expenditures.

0 The commercial viability and amount of state revenues
generated from state-owned acreage north and west of ANWR will
likely be significantly enhanced i1If ANWR i1s made available for
oil and gas leasing. Due to the distance of ANWR and adjacent
state-owned acreage from the "Trans-Alaska Pipeline and the
resulting high costs of transporting the oil, a very large
discovery or several moderate-size discoveries would have to be
made in the region to justify construction of a pipeline. Since
the state owns only a small share of prospective acreage iIn the
eastern Beaufort Sea and ANWR region, it is important to the
state that ANWR be developed along with the infrastructure to
transport oil from the region.

Furthermore, the cost per barrel of transporting the oil to the
Trans-Alaska Pipeline would be reduced.if greater amounts of
recoverable reserves were found and produced. This would result
in lower pipeline tariffs, which would iIn turn iIncrease the
wellhead prices and state revenues. In addition, leasing and
development of ANWR acreage will enhance the commercial value of
known discoveries on adjacent state acreage such as the Point
Thomson field near Flaxman Island.

0 IT a discovery i1s made on state-owned land north of ANWR,
it will likely be necessary to have an onshore pipeline sited
through ANWR. If Congress decides that pipelines cannot be
sited in ANWR and a discovery is made on state-owned lands north
of ANWR, it will be necessary to construct a buried offshore
pipeline. Unless the discovery is sizable, it is likely that
the added.costs of constructing an offshore pipeline could
preclude a pipeline from being built, and thus preclude develop-
ment and production of the TfTield.



° IT large amounts of natural gas are discovered iIn ANWR,
development of ANWR could increase the feasibility of a gas
pipeline. The Japanese and Koreans are beginning to give favor-
able consideration to the possibility of using North Slope
natural gas in the mid-1990"s and beyond. During recent meet-
ings, the Japanese and the Koreans indicated a possible need for
an additional 7 million tons and 5.6 million tons of liquified
natural gas, respectively, by the mid-1990°s.

In January 1986, the Yukon-Pacific Corporation requested the
Bureau of Land Management to resume processing of a May 1984
application to construct a large diameter gas pipeline from
Prudhoe Bay to a liquified natural gas facility in Cook Inlet or
Valdez. Congress previously authorized a similar request from
the Northwest Alaska Pipeline Company, which has received a
grant of right-of-way from BLM to construct a gas pipeline from
Prudhoe Bay, through Alaska and Canada to the lower U.S.

°© North Slope oil production is projected to begin declining
in 1987, which will result in excess capacity in the TAPS line
and additional reductions iIn state revenues. Assuming that ANWR
is opened to oil and gas leasing, it will likely.take at least
ten years between a lease sale and when production could com-
mence. During this period, the Department of Revenue projects
that the price of oil will rise to $20/barrel. Thus, early
leasing and exploration could supplement lower state revenues in
the late-1990"s. Also, generally speaking, i1t is preferable for
the state to receive revenues sooner rather than later.

ENVIRONMENTAL VALUES, POTENTIAL IMPACTS,
AND MITIGATION MEASURES

° The coastal plain of the ANWR hosts a diversity and abun-
dance of fTish, wildlife, and habitat unequalled elsewhere in
arctic N "rth America. Those resources and habitats of primary
concern in the refuge include the Porcupine and Central Arctic
caribou herds, muskox, major stream systems and nearshore
estuarine habitats critical to spawning and overwintering Tish,
and coastal tundra habitats utilized by geese, swans, and other
waterfowl .

The Porcupine caribou herd, numbering 170,000 animals, is the
second largest herd in the U.S. and is an important subsistence
resource fTor Alaskans and Canadians. The herd spends a portion
of the summer in ANWR for calving and insect relief, often with
the entire calving portion of the herd in the refuge. The
Central Arctic caribou herd range includes the coastal plain and
foothills between the Canning and Colville river drainages. In
addition to insect relief habitat, one of two major calving
areas for this herd is located just west of the Canning River.



The second largest herd of muskox iIn the U.S. resides in ANWR.
Muskox use riparian habitats for most of the year. Winter and
summer range, 1including calving habitat, are restricted to the
major river systems (e.g., Sadlerochit, Okerokovik, and
i‘amayariak) .

Tundra swans and snow geese represent two of the more iImportant
waterfowl species utilizing ANWR. The nesting density for
tundra swans is equal to or higher in ANWR than for other areas
on the North Slope. Snow geese utilize ANWR extensively during
the fall to feed and gather food reserves for the flight south.
Up to half of the entire snow goose population of the U.S. and
Canada may use ANWR in any given year. They concentrate in all
areas of the coastal plain of ANWR east of the Hulahula River
and are extremely sensitive to disturbance. Nonsubsistence uses
also occur and include both nonconsumptive (e.g., wildlife
viewing by hikers and backpackers) and consumptive uses (e.g.,
moose and caribou hunting).

Twelve species of fish are present iIn ten major streams within
ANWR.. Important habitat areas include the estuarine environment
(i.e., nearshore brackish water habitats) and natural spring
areas located in the upper portion of some of the major river
systems (e.g., Canning, Sadlerochit, Hulahula, Aichilik) which
provide overwintering and spawning habitat..

° Oil and gas development and transportation corridors can
adversely impact fish and wildlife to varying degrees as a
result of human activity and the physical presence of structures

associated with the development. Impacts can include disruption
of feeding, reproduction, staging, movement, and other behavior
essential to population survival. Impacts are highly“dependent

upon reservoir size, areal extent, facilities required for
development, location of facilities, and the need for
waterflooding, pumping facilities, gravel removal, etc. An
additional causeway and dock facility may be required in order
to bring modules and equipment onshore. IT waterflooding is an
integral part of development, then water withdrawals, a seawater
treatment plant, and attendant discharges can be expected.
Impacts of these aspects of development and production would be
similar to those expected at Oliktok Point for Kuparuk and
Westdock ror Prudhoe Bay, i1f similar hydrologic and morphologic
conditions prevail. Access roads and construction pads inter-
rupt surface drainage patterns of the wetland tundra and may
result in. secondary loss of habitat other than that directly
lost by placement of fTill material. Fish habitat can be
negatively affected if adequate drainage and fish passage, as
well as clean water and stream substrates, are not available.



Monitoring studies from previous North Slope oil and gas
development projects have shown that improperly engineered or
constructed roads, pipeline corridors, and other linear
facilities may affect wetlands by altering the natural waterflow
regime. Such changes have been correlated with altered use of
wetland habitat by birds in the Prudhoe Bay area.

C The extent of impact would depend on the timing and severi-
ty of disturbance, Ilocation of habitat loss, and effectiveness
of required mitigating measures. Possible mitigation measures
could include area deferrals, seasonal use or activity restric-
tions, provisions for Tfish passage and wildlife access require-
ments, protection of riparian zones, etc. A coordinated state
review of these recommendations will take place once the 1002
report is released. Generally, impacts associated with explora-
tion are more likely to be successfully mitigated than impacts
associated with development activities.

0 Air quality in ANWR may be an issue of concern if new
production facilities are developed. Sulfur dioxide, total
suspended particulate matter, carbon monoxide, and nitrogen
oxides would be the principal air pollutants discharged into the
air b> oil and gas development. Concentrations of these four
compounds would depend, in part, on the type and volume of fuel
burned in the turbines, generators, and other internal combus-
tion engines used In the refuge and on the amount of flaring
that occurs iIn the region.

0 The deve-lopment and production phases constitute the phases
of greatest concern from a water quality standpoint. With these
phases come long-term, continuous, and generally low-level

soui S of waste materials over the 20- to 30-year life of a
field. Waste materials produced during production include,
produced waters, drilling muds and cuttings-, waste chemicals/
additives, and potential oil and hazardous substance spills.

°© Potential water quality impacts during exploration and
production can be mitigated by consolidating facilities and
material sites and by measures to contain and dispose of liquid
and solid wastes. The question of the relative ability of a
particular environment to accommodate discharged wastes 1s iInte-
gral to any analysis of the effects of oil and gas development
on water quality. The rate and volume of pollutant input is
weighed against the assimilative capacity of the land or water
and the specified identified uses of that particular receiving
environment. IT the assimilative capacity is iInadequate,
measures can be taken to ensure that the pollutant is contained
or transported to a safe disposal site.



Based on such considerations and operating experience with other
North Slope oil Tfields, a number of practices have proven to be
successful in mitigating impacts of oil and gas operations.
These include: 1) subsurface reinjection of produced water;

2) alternative disposal methods to reserve pit dewatering to the
tundra; and 3) accurate assessment and management of all liquid
and solid waste streams generated from new production 1iHacili-
ties.

Solid waste and hazardous waste management in arctic environ-
ments have been key issues and have historically required
extensive attention. New regulations recently proposed by the
Department of Environmental Conservation provide guidance and
allowable options to operators with regard to the disposal of
muds and cuttings. New pit designs will require consideration
of fluids management (i.e., leaching), closeout and capping, an",
prevention of water movement through the pit. Methods to
minimize the areas impacted, such as reinjection of mud, are
being seriously considered. The feasibility of reinjection of
crushed cuttings is also being evaluated. Additionally, the
inventory and disposal of drums of chemical wastes must be
carefully monitored. Management requirements will typically
include provisions for recycling, and backhaul of scrap metal,
vehicles, tires, drums, and batteries.

Development plans should consider consolidation of production
and support facilities, optimize the layouts of roads and
pipelines, and provide for a number of iIntensive use material
sites. Site rehabilitation and restoration should also be
considered in early planning and mitigation phases.

SUBSISTENCE CONSIDERATIONS

° The proximity of the tillage of Kaktovik to ANWR 1is such
that oil and gas development will likely iImpact community
subsistence activities. Fish, wildlife, and marine resources of
ANWR and adjacent habitats also provide a reliable economic base
for the residents of Nuiqsut, Venetie, and Arctic Village. Fish
and wildlife resources used for subsistence include bowhead
whales, caribou, Dali sheep, waterfowl, grizzly bears, wolves,
and fishes (i.e., primarily Arctic char, whitefish, burbot, and
Arctic grayling). Other communities located in Canada and south
of the Brooks Range in Alaska use, to some extent, caribou from
the Porcupine caribou herd.



THE STATE®"S ROLE IN DECISIONS AFFECTING ANWR

0 Legal authority exists to ensure state participation in the
development and review of mitigation measures and tract selec-
tion decisions developed to protect the air, land, water,
habitat, and subsistence resources of ANWR. The commissioner of
the Department of Fish and Game has the authority to specify and
ensure protection of the various rivers, lakes, and streams or
parts of -them that are important for the spawning, rearing, or
migration of anadromous Tish as well as the responsibility to
ensure that Tfish passage is maintained (Title 16). The Depart-
ment of Environmental Conservation has broad regulatory
authority iIn the areas of water quality control, water supply,
air quality control, solid waste management, tanker and oil
terminal fTacilities, oil spill prevention, hazardous substance
control, and land and subsurface pollution prevention

(Title 46). The Department of Natural Resources has management
authority over any water appropriations for navigable or
nonnavigable water in ANWR (AS 46.03).

The Alaska Coastal Management Act requires that all activities
within or directly affecting the coastal zone of.ANWR be review-
ed and approved by the state against the standards of the Alaska
Coastal Management Program (AS 46.40).

“The Fish and Wildlife Coordination Act specifies that the Secre-
tary of the Interior shall ensure than the rules and regulations
developed for the conservation, maintenance, and management of
wildlife resources and their habitat are not inconsistent with
the laws for the protection of fish and game of the state in
which such area (i.e., ANWR) 1is situated.

© e To ensure that the state"s concerns are incorporated into
the decision-making process, a cooperative agreement would be
valuable to specify the timing, process, and procedures by which
the Secretary would work with the state to develop guidelines
and protective measures for oil and gas activities. The state
has maintained a good relationship with the U.S. Fish and
Wildlife Service (USFWS), particularly with regard to other
activities on refuges and other federal lands in the state.
Although formal cooperative agreements have not been developed
between the state and the USFWS for other areas, Department-of
Fish and Game and the Division of Governmental Coordination do
have existing memoranda of agreements with the USFWS. When
contacted,. USFWS officials did not believe there would be any
problem or reluctance on their part to enter iInto a cooperative
agreement with the state if desired. The Divison of
Governmental Coordination iIntends to pursue this approach with
USFWS.



PROPOSED LAND EXCHANGES

0 The USFWS has been discussing with several Native corpora-
tions the possibility of a land exchange of ANWR lands. The
state also has expressed interest in exchanging some of its
lands for ANWR acreage. The USFWS has identified lands owned or
selected by Native corporations and the state within various
national wildlife refuges in Alaska. The Native corporation
inholdings have been ranked according to fish and wildlife
values, amount of public use, potential threats to habitat, and
the degree to which acquisition would facilitate refuge manage-
ment. State lands have not been ranked as yet. The USFWS has
indicated that it would be willing to discuss any land exchange
proposal that would help to consolidate refuge lands in ANWR or
other refuges. The USFWS has also stated that no proposed land
exchange will occur unless authorized by Congress. Furthermore,
a decision has been made that no "proposal for any land exchange
involving ANWR will be sent to Congress for approval prior to
the submission to Congress of the report required by Sec-

tion 1002(h) of Alaska National Interest Lands Conservation Act.

0 Unless specifically provided for in a land trade agreement
between the U.S. and third parties, the 90 percent revenue share
of production would be lost. In-the event of a land exchange,
the state will ensure that the benefits, which could be received
by the state if exploration in ANWR is authorized by Congress,
are not jeopardized by any land exchange agreement.

PORCUPINE CARIBOU TREATY

0 Formal negotiations with Canada are scheduled to begin
later this summer regarding a treaty to protect the Porcupine
caribou herd and i1ts habitat. The U.S. participants view the
agreement and the decision on whether to allow oil and gas
exploration in ANWR as separate issues. Once the U.S. federal
government formulates its position, formal negotiations will
begin with.Canada. It Is not anticipated that the provisions
being discussed would have a significant impact on the decision
whether to allow oil and gas exploration in ANWR. In addition,
the USFWS has the lead for both the ANWR exploration decision
and the development of the U."S. negotiating position.
Consequently, the two documents are likely to be compatible.
The state position, which does not address oil and gas
exploration in ANWR, was recently transmitted to the USFWS.
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Jonathan Sperber

PO Box 74642
Fairbanks, AK 99707
456-8161/8172

November 11, 1986

Ms. Sharman Piper

c/o0 Rep. Sam Cotten

Town Square Professional Building
PO Box 296

Eagle River, AK 99577

Dear Sharman,
Enclosed i1s a more recent draft of materials that 1 have
written regarding ANWR. I hope you find the information

useful, but | would ask that the material not be distributed
at this time.

Sincerely,

Jonathan Sperber
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Chapter 1V
ARCTIC NATIONAL WILDLIFE REFUGE

The Arctic National Wildlife Refuge AWR) was estab-
lished 1In 1980 under the Alaska Nat ! *ral Interest Lands
Conservation Act (ANILCA) . Congress designated 8 million
acres of the 19 million acre refuge as wilderness, but de-
ferred for five years a decision as to whether the 1.5 million
acre coastal plain should be opened to commercial oil and gas
development or protected as wilderness.

A congressional vote on the land designation of the
coastal plain will take place after Congress studies a report
on the subject being drafted by the U.S. Department of the
Interior. This report, required under Section 1002(h) of
ANILCA, 1s not expected to be made available until early in
1987. In addition to recommending whether or not oil and gas
leasing should occur In ANWR, the Sec. 1002(h) report will
also contain information regarding the geological potential of
the area, fish and wildlife resources and their habitats, an
assessment of the potential effects of oil and gas development
on these resources and habitats, and a discussion of potential
transportation and processing facilities.

Controversy over proposed development along the coastal
plain derives from the extremely diverse and abundant fish,
wildlife, and habitat In the area. The wildlife refuge serves
as a summer calving ground for the 170,000 caribou in the
Porcupine caribou herd, as a major nesting site for tundra
swans, snow geese, and other waterfowl, and as overwintering
and spawning habitat for twelve fish species.

The State of Alaska formally supports oil and gas devel-
opment in the refuge, while emphasizing the need for protect-
ing environmental values. The state has therefore spoken iIn
opposition to H.R. 4922, which was introduced in 1986 by Rep.
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Udall, since the bill would designate the ANWR coastal plain
as wilderness.1 Independently of the state®s actions, the
Arctic Slope Regional Corporation has submitted a report to
Congress requesting that the coastal plain be opened to oil
and gas development.

Policy aside, H.R. 4922 was 1introduced prematurely in
that the Sec. 1002(h) report, which 1is intended to serve as
the i1nformation base for congressional decision-making, has
yet to be released. Other activities taking place iIn advance
of the report are negotiations between the U.S. Fish and
Wildlife Service and other parties to trade land within
wildlife refuges elsewhere iIn Alaska for land on the ANWR
coastal plain. Ten U.S. senators, in a letter written by the
Senate Committee on Energy and Natural Resources, objected to
such negotiations taking place at this time, stating that
these actions may jeopardize the objectivity of the Sec.
1002 (h) report when i1t Is presented to Congress.

A related problem has been the state administration®s
policy during the past three years to dismantle the resource
inventorying function of the Division of Geological and
Geophysical Surveys (DGGS). Although DGGS has conducted
extensive analyses In ANWR under a memorandum of understanding
with the U.S. Department of the Interior, the state"s ability
to further increase its geological and geophysical knowledge
of the refuge will decrease severely as a result of budget
reductions. The state may therefore find itself handicapped
in its attempt to make informed decisions as to which lands
should be retained iIn state ownership, sought for eventual
state ownership, or offered in trade to the federal government
or private interests.

Recoverable Reserves Potential

The Department of Natural Resources, the U.S. Geological
Survey (USGS) , and the petroleum industry concur that the



Arctic National Wildlife Refuge coastal plain may have the
highest oil and gas potential of any unleased area in North
America. The USGS estimated in 1980 that the coastal plain
contains between 0.8 and 17.6 billion barrels of undiscovered
oil 1n place, based on the respective probability levels of
95% and 5%. The USGS has also estimated that reserves of
undiscovered gas In the area range from 1.4 to 28.1 trillion
cubic feet at the same probability levels.4 The Alaska Oil
and Gas Association has estimated an average mean potential
for the coastal plain of 6.9 billion barrels of oil.5

The probability of developing oil and gas in this area 1is
enhanced by the proximity of the coastal plain to the infra-
structure established for Prudhoe Bay and other North Slope
fields, 1including roads, construction facilities, and the
Trans-Alaska Pipeline. Development of the coastal plain
would, in turn, improve the likelihood that reserves on
adjacent state-owned lands, such as the known discoveries 1in
the Point Thomson field near Flaxman Island, will eventually
be developed.

From an economic standpoint, the recoverable reserves of
the coastal plain would be increased by a projected price for
oil of $20 per barrel by the late 1990s, which is the earliest
time that oil would be produced from the area. The volume of
economically recoverable reserves would also be increased 1If
Congress were to allow the foreign export of Alaska North
Slope oil. Lower transportation costs to foreign markets
would increase the wellhead value of the oil, thereby increas-
ing profit margins and improving the possibility that further
development and production will take place.

Federal-State Revenue Sharing
The State of Alaska is entitled by federal law6 to a 90%

share of all royalties, bonuses, and rentals derived from oil
and gas produced on federal land i1n the Arctic National
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Wildlife Refuge. The state also has the authority to receive
severance taxes fTrom oil produced on this land. Estimates are
that 1f an oilfield the size of Kuparuk (about 1.5 billion
barrels recoverable) were to be developed iIn ANWR, revenues
earned by the state through severance taxes and the state’s
share of federal revenues would range from $1.5 to $3.3
billion_based on oil prices of $20 and $25 per barrel, respec-
tively.

The provisions of AS 37.13.010(a)(2) require that 50% of
all bonuses and federal mineral revenue sharing payments
received by the state from mineral leases iIn the refuge be
placed In the Alaska permanent fund. In the event that oil
and gas are produced on refuge lands that have been trans-
ferred by the federal government to private iInterests, howev-
er, direct financial benefits to the state will be limited to
tax revenues and no money will accrue directly to the Alaska
permanent fund.

Another consequence of transferring these landc to the
private sector would be the inapplicability of a statutory
local hire provision for work conducted on oil and gas lease
lands. The Alaska chapter of the AFL-CIO passed a resolution
in 1986 seeking the passage of a local hire requirement for
state-owned oil and gas lease lands, and the legislature
failed by one vote to approve an amendment to S.B. 367 (ch.
33, SLA 66) that would have provided such a requirement.

The Mineral Leasing Act of 1920 provides that the State
of Alaska shall receive a 90% share of all sales, bonuses, and
royalties from public domain lands within the state®s bounda-
ries, and that other states shall receive a 50% share of the
revenues from public domain lands within their respective
boundaries. The decision by Congress to provide Alaska with
a higher revenue share 1is balanced by another provision of the
act which stipulates that, for states other than Alaska, an
additional 40% of the federal revenues shall be placed iInto a
reclamation fund.10 The fund, which was established under the
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Reclamation Act of 1902, is to be used for irrigation projects
for the reclamation of arid and semi-arid lands.l1l1l Congress
also provided in Section 28 of the Alaska Statehood Act that
the state shall receive 90% of the mineral revenues produced
from public domain lands in Alaska.

A concern exists that certain members of Congress may
wish to reduce Alaska®s revenue share below the current 90%
level. In 1983, for example, Congressman Breaux introduced an
initiative that would have amended Sec. 28 of the Alaska
Statehood Act by providing a 75% revenue share to the federal
government for wetlands protection, a 25% revenue share to
local government, and no revenues to the state government.12
Unlike most federal laws, however, a statehood act represents
a solemn compact between the people of a territory and the
federal government. The state has therefore argued in the
past that an amendment to the Alaska Statehood Act would be a
violation of this compact.

Under a provision of the Reclamation Act, Alaska received
a 50% share of mineral revenues from the 1982 sale of federal
leases i1n the National Petroleum Reserve in Alaska (NPR-A).
This sharigwas established In a 1980 amendment to the Reclama-
tion Act, which had previously been amended in 1976 in order
to redesignate the "Naval Petroleum Reserve Numbered 4,
Alaska™ as the ™"National Petroleum Reserve in Alaska."14
Prior to the 1980 amendment, Tfederal law prohibited Alaska
from receiving any shared revenues from the reserve.

A related concern is that, even iIf the ANWR coastal plain
were to be developed and the state"s revenue share were to
remain at 90%, the state might encounter difficulties in
attempting to recover its fTull share of federal revenues.
This situation occurred iIn regard to the Kenail National Moose
Refuge, in which the state had to appeal to the U.S. Supreme
Court iIn order to receive i1ts 90% revenue share from oil and
gas development in that area.15
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Reclamation Act of 1902, is to be used for irrigation projects
for the reclamation of arid and semi-arid lands.1l1 Congress
also provided in Section 28 of the Alaska Statehood Act that
the state shall receive 90% of the mineral revenues produced
from public domain lands in Alaska.

A concern exists that certain members of Congress may
wish to reduce Alaska"s revenue share below the current 90%
level. In 1983, for example, Congressman Breaux introduced an
initiative that would have amended Sec. 28 of the Alaska
Statehood Act by providing a 75% revenue share to the federal
government fTor wetlands protection, a 25% revenue share to
local government, and no revenues to the state government.12
Unlike most federal laws, however, a statehood act represents
a solemn compact between the people of a territory and the
federal government. The state has therefore argued iIn the
past that an amendment to the Alaska Statehood Act would be a
violation of this compact.

Under a provision of the Reclamation Act, Alaska received
a 50% share of mineral revenues from the 1982 sale of federal
leases 1In the National Petroleum Reserve iIn Alaska (NPR-A).
This share was established in a 1980 amendment to the Reclama-
tion Act,13 which had previously been amended in 1976 in order
to redesignate the "Naval Petroleum Reserve Numbered 4,
Alaska™ as the "National Petroleum Reserve 1in Alaska."14
Prior to the 1980 amendment, federal law prohibited Alaska
from receiving any shared revenues from the reserve.

A related concern is that, even if the ANWR coastal plain
were to be developed and the state®"s revenue share were to
remain at 90%, the state might encounter difficulties in
attempting to recover its fTull share of federal revenues.
This situation occurred In regard to the Kenai National Moose
Refuge, 1In which the state had to appeal to the U.S. Supreme
Court in order to receive its 90% revenue share from oil and

gas development in that area.15



The potential revenue base at stake in ANWR warrants that
Alaska®"s congressional delegation attempt to ensure that the
state"s revenue share from the refuge is not reduced below the
current 90% Ilevel. The 1987 legislature has the opportunity
to assist the congressional delegation in this regard by
passing a resolution seeking to maintain the current revenue
share. A reduction below this level would result in the state
receiving a disproportionately small share of federal revenues
form a revenue base that may prove to be extremely signifi-
cant.

The legislature should also be aware that the Mineral
Leasing Act, 1in language that is similar to but less restric-
tive than that contained in the Reclamation Act, provides a
directive regarding the expenditure of the state"s revenue
share. The Mineral Leasing Act states that "[T]he legislature
of the State may direct giving priority to those subdivisions
of the State socially or economically impacted by development
of minerals leased under this chapter, TfTor (@) planning, (i)
construction and maintenance of public TfTacilities, and (iiI)
provision of public servicel[;]™®6

The Reclamation Act provides that the state"s 50% share
of oil and gas revenues received from NPR-A be used "for (@)
planning, (b) construction, maintenance, and operation of
essential public fTacilities, and (c¢) other necessary provi-
sions of public service: Provided further. That in the alloca-
tion of such funds, the State shall give priority to use by
subdivisions of the State most directly or severely impacted
by development of oil and gas leased under this section."17

In March 1986, the Juneau Superior Court ruled that the
state, 1n s.pending its revenue share from the 1982 NPR-A lease
sale, had fTailed to follow the provisions of the Reclamation
Act. In response to the ruling, the legislature passed H.5.
491 (ch. 53, SLA 1986) 1in order to make funds that had previ-
ously been received from the lease sale available to impacted
communities. Under the provisions of H.B. 491, $24.3 million



was transferred from the Alaska permanent fund to the Depart-
ment of Community and Regional Affairs (C&RA).

In addition to granting the commissioner of C&RA the
authority to recommend how much money to appropriate to
impacted communities, the legislature also granted the commis-
sioner the power to appropriate thse funds. Soon after H.B.
491 was enacted, the commissioner of C&RA issued emergency
regulations providing for the disbursement of these funds.
The cau”e of the "emergencyl was a decrease in available state
municipal grants and state-local revenue sharing funds.

The directive provided in the Reclamation Act is mandato-
ry, whereas the directive in the Mineral Leasing Act is
discretionary. However, communities that have benefited under
the language of the Reclamation Act may attempt to pressure
either Congress or the state legislature in an attempt to
receive the same share of local revenues from the development
of ANWR as was received from the development of NPR-A.

Land Exchanges

Virtually all surface and subsurface lands within the
Arctic National Wildlife Refuge are owned by the federal
government. The state®s landholdings along the coastal plain
are limited to offshore waters in the Beaufort Sea that are
within the state"s three-mile territorial limit, and to lands
that the state may claim under the Submerged Lands Act of
1953.18 A major inholding within the refuge, however, 1is a
92,160 acre tract of land underlying the village of Kaktovik
that is owned by the Arctic Slope Regional Corproation (ASRC).

ASRC gained title to the subsurface land through a 1983
land exchange with the U.S. Department of the Interior. In
return, the National Park Service received approximately
100,000 acres of ASRC subsurface lands near Chandler Lake,
which 1is within the boundaries of the Gates of the Arctic
National Park. Although ASRC acquired the subsurface land in
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ANWR through this exchange, the Native corporation could also
have obtained the land through Section 1431(oc) of ANILCA.
This section permits a Native regional corporation to exchange
subsurface lands in ANWR or NPR-A if such action 1is taken
within 40 years of the enactment of ANILCA, and if the land
sought is within 75 miles of lands previously selected by the
village corporation. The village corporation in this case 1is
the Kaktovik Inupiat Corporation.

The 1intention of the U.S. Fish and Wildlife Service
(USFWS) has been to exchange land on the coastal plain with a
high oil and gas potential for important habitat land within
the boundaries of other wildlife refuges in Alaska. Although
the Fish and Wildlife Service has 1insisted that no land
exchanges will take place on the coastal plain unless Congress
opens this area to commercial oil and gas development, the
agency has been conducting preliminary negotiations with
several Native corporations. One example of such negotiations
is a draft land exchange that has been written and circulated
by the Kodiak-based Native corporation, Koniag Inc.19

Several Native regional corporations have also joined
forces with the oil industry in an effort to negotiate land
exchanges with the Tfederal government. The most visible of
these corporations is Cook Inlet Region, 1Inc., which has
previously received assistance from ARCO in effectuating land
exchanges elsewhere in the state.20 CIRI has also developed a
consortium arrangement with its village corporations for the
purpose of receiving lands on the ANWR coastal plain. At the
same time, both ARCO and Exxon have been taking an active role
in promoting the proposed 1991 ANCSA amendments.21

Related activities 1include the recent and on-going
appraisals by the Bureau of Land Management of ANWR lands, and
the appraisal by USFWS of Native corporations lands. These
appraisals are expected to facilitate land exchanges between
the federal government and the Native corporations, and i1t is

41



also expected that a tentative agreement will be reached
between the U.S. Department of the Interior and the Native
corporations prior to the coastal plain being opened to
development. However, Interior has stated i1ts intention to
not exchange any lands 1in the refuge without congressional
approval.

The state has received assurances from the Department of
the Interior that the state will be kept apprised of the
federal agency®"s activities regarding land exchange proposals
with Native corporations, and Interior has also promised the
state a decision-making role in this regard. Although it is
in the state"s best interest to monitor these activities, the
governor®s office has yet to receive copies of any of these
land exchange proposals.

The State of Alaska has had little success iIn its negoti-
ations with the Fish and Wildlife Service, and several state
officials beliwever the agency 1is not seriously interested in
dealing with the state. On the basis of state lands offered
for consideration, however, USF.._ appears to also doubt the
state®s sincerity in seeking a land exchange. These problems
emanate, 1in part, from the state®s difficulty iIn ascertaining
what alaska®s eventual federal-state revenue share will be.
This lack of certainty has influenced the state®s position in
regard to possible land exchanges, since the state®s incentive
to exchange lands with the federal government decreases as the
degree of certainty that the state"s revenue share will remain
at 90% increases.

Of 12 million acres iIn 17 different areas considered for
possible exchange by the state iIn February 1986,22 the Fish
and Wildlife Service expressed iInterest only 1In state
inholdings within the Tetlin National Wildlife Refuge. > The
federal agency also mentioned itsointerest in receiving state
lands with in the lzembek Lagoon, although such an exchange
is unlikely due to the location of the land within a state
critical habitat area established under AS 16.2C.230.



Legislative approval would likely be required 1iIn any
ANWR-related land exchange between the state and federal
governments, since AS 38.50.020(a) requires legislative
approval i1f lands i1nvolved iIn the proposed exchange are of
unequal value, or i1If the proposed exchange includes state land
having an appraised or estimated value of more than $5

million.
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Attached for your information is the final version of the
state"s policy regarding management of the Arctic National
Wildlife Refuge (ANWR).

Also attached is the latest version of the draft executive
summary which is intended to provide the necessary background
material to support the state®s policy regarding management of
the ANWR. We will be discussing the adequacy and accuracy of
the material contained in the executive summary at the July 10
meeting of the resources cabinet.

Attachments

Distribution

Commissioner Wunnicke, DNR, Juneau

Commissioner Collinsworth, .DFG, Juneau
Commissioner R0SS, DEC, Juneau

John Katz, Office of the Governor, Washington, DC

Molly McCammon, Office of the Governor, Juneau
Vincent Wright, Revenue, Juneau

recened
JUL 9 1986

Petroleum Rei'enrch



EXECUTIVE SUMMARY 0 /?

As part of an overall analysis of potential oil and gas leasing
in the Arctic National Wildlife Refuge ((ANWR), the following 1is a
summary of information regarding the resource potential of ANWR,
the fish and wildlife values of the refuge, mechanisms available
for state participation In ANWR leasing decisions, and mitigation
available to protect resource values of the area if opened to
exploration and possible development and production.

DEPARTMENT OF REVENUE

Analyze the potential direct and indirect financial benefits to
the State of Alaska of oil and gas production, both in ANWR and
on adjacent state-owned lands that could be affected by decisions
on ANWR.

Although estimated reserves of ANWR and the financial impact to
the state cannot be quantified with any degree of accuracy until
an exploratory drilling program is completed, the following table
provides an estimate of potential petroleum revenues to the state
from ANWR under different world oil price "scenarios:

Estimated State Petroieun Revenues from the ANWR
for Different World Oil Prices

(1986%)
World Wellhead Severance
Price Price Tax Rovalties Total
$15/bbl $ 2.30/bbl Production not economically feasible
20 7.30 $35.42MM $ 59.96MM $ 95.38MM
25 12.30 59.68 56.12 160.88
30 17.30 83.94 142 .07 226.01

Identify the potential financial impacts of early development
versus later development if exploration and production are

allowed.

The information presented in the table above is laid out in
constant dollars. Therefore, the question of when development
occurs (i.e., earlier versus later) has no bearing on the figures
in the table. It should be noted that the economic feasibility
of producing oil found in and adjacent to ANWR is very dependent
on the price of oil. Oil prices will need to rise to at least
$20 a barrel before it will be economically feasible to develop
all but the very largest reserves. Current Department of Revenue
forecasts project a world price of $20 a barrel (1986 dollars) in
the late 1990"s, which is when production would likely come
on-line 1f leasing and exploration is allowed to commence in ANWR
in the next several years. The late 1990°s is also a time when
it Is projected that the Trans-Alaska Pipeline will have surplus
capacity.



October 29, 1986

Resolutions Committee

Interstate O il Compact Commission
P. 0. Box 53127

Oklahoma City, Oklahoma 73152

Dear Members of the Resolution Committee:

On behalf of the State of Alaska, | would like to request that the Resolutions
Committee accept the attached resolution for consideration by the Interstate
Compact Commission at the Commission's upcoming December meeting.

wpg ¥
The resolution urges the United States Congress to allow environmentally
responsible o il and gas development in the Arctic National Wildlife Refuge.
The refuge is considered to have the highest oil and gas potential of any
unexplored area on the North American continent, and the State of Alaska
believes that opening the refuge to environmentally responsible oil and gas
development would be in the state and national interest.

| appreciate your consideration of this matter. Please contact me if you
would like any additional information.

Sincerely,

Esther C. Wq;nicke

Commissioner

cc: Timothy Dowd, Interstate Oil Compact Commission
Molly McCammon, Special Assistant to the Governor
Chat Chatterton, Alaska Oil and Gas Conservation Commission
James Eason, Alaska Department of Natural Resources

Attachment

0445E



PROPOSED
Resolution of the Interstate O il Compact Commission
regarding the 0
Arctic National Wildlife Refuge

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

WHEREAS, the oil industry, the State of Alaska, and the Department of the
Interior consider the coastal plain to have the highest potential for
discovery of very large oil and gas accumulations on the North American
continent; and

WHEREAS, a decision to permit oil and gas exploration development and
production on the coastal plain will increase the value and facilitate
development of highly prospective state owned tidelands and federally owned
OCS lands offshore of the Refuge; and

WHEREAS, facilities developed to transport petroleum resources discovered on
the coastal plain to the Trans-Alaska Pipeline System (TAPS) may allow
marginal discoveries located between the Refuge and TAPS to be developed and
produced and may prolong the economic life of TAPS; zt;md

WHEREAS, oil and gas exploration and development of the coastal plain and
adjacent lands could result in major discoveries that could; reduce our
nation’s future needs for imported oil, help balance our tr*de deficit, and
significantly increase the national security; and

WHEREAS, the 1.5 million acre coastal plain comprises only eight percent of
the 19 million acre Refuge, and development of any oil and gas reserves
subsequently discovered w ill affect an even smaller percentage of the coastal
plain; and

WHEREAS, the oil industry has shown at Prudhoe Bay, as well as at other
locations along the Arctic coastal plain, that it can safely conduct oil and
gas activity without adversely affecting the environment or wildlife
populations;

NOW, THEREFORE, BE IT RESOLVED that the Interstate Oil Compact Commission
urges the Congress of the United States to open the Arctic National Wildlife
Refuge (ANWR) Coastal Plain to environmentally responsible oil and gas
exploration, development and production.

BE IT FURTHER RESOLVED that the Interstate Oil Compact Commission recommends

that each of the member states urge their Congressional delegations to support

the opening of ANWR.

BE IT FURTHER RESOLVED that the Executive Director is hereby directed to
furnish a duly certified copy of this resolution to the Secretary of Interior,
the Chairman and ranking member of the Committee on Energy and Natural
Resources of the Senate, and the Chairman and ranking member of the Committee
on Interior and Insular Affairs of the House of Representatives, and the
Governors of the Compacting States.

0437E



MEMORANDUM State of ALaska

lo : (ate: Novenbe r 12. 1936
Esther C. Wunnicke ) )

Condi 1ss 1oner Fi lano: 910

From: Gary Gustafson. Chief Telephone no : 7624346
Land Management

Land and Water Management Subject ANWR Trade

THE ISSUE

You have asked for an update on the status of proposed Land
exchanges 1i1nvolving the Arctic National Wildlife Refuge (ANWR) as
we LL as recommendations té outLine those actions and finances
necessary for the state to par tic ipate in exchanges.

Accordingly, 1 have iIncluded a backyround and summary report of
these exchange negotiations and recommend the iImmediate
appointment of an ANWR Exchange Team to advance state interests.

The 1.5 miLLion acre Coastal PLain of ANWR 1is cans idered highly
prospective for oil and gas by knowledgeable observers. As a
vesulLt, ection 1002(h) of the Alaska NationalL Interest Lands
Conservation Ac.t (ANILCA) directed the Sc:retary of the
F>epartment of Inter ior (DO1) to prepare a repoi t together with
liis recommendations ". ... with respect to whe llier further
exploration for, and the development and production of, oil. and
gas withen the Coasta L P lain should be permillecl ...."

In anticipation of the release of this report and a subsequent
decision by Congress to open the Coastal. Plain to oil. and gas
e>p loration and deve lopment, DO1 has been engaged iIn Iland
exchange negotiations with several Native corporations formed
pursuant to the Alaska Native Claims Settlement Act (ANCSA).
Move particularlLy, the U.S. Fish and Wild Life Service (IBFWS)
proposes to trade oil and gas rights within ANWR"s Coastal. Plain
for ANCSA vilLlage and regional, corporation Lands (surface and
subsurface estate) within or adjacent to components of the
viationaL wildLife refuge system in Alaska.

Land exchange negotiations between the DOl and several ANCSA
carporat ions have progressed to the point that values for the
proposed trade Lands have been established and the ANCSA
corporations will soon be allLowed to make oil. and gas right tract
selections in the Coastal Plain. Although there wilL likely be
oppor tunity future trades, the ANCSA corporat ions (armed with
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industry expertise) can be expected to acquire the most va luab le
prospective tracts iIn the first round of any exchanges,. Given
the advanced status of these negot iations, the state must a
quickLy 1f 1t iIs to interject 1itself as a viable player in t
initial. ANWR land exchange efforts.

BACKGROUND REPORT

E"Ql, . BExEhsinae. . Ifian

The ANILCA Section 1002(h) report referenced above was originally
scheduled to be submitted by the Secretary of the DOT to Congress
by September 2, 1986. However, environmentalist- spon “red
litigation, dealing with whether the report requires pui_ ic input
and a revise-’ Environmental Tmpact S latement pursuant to the
National Environmental. Policy Act (NEPA), has delayed release of
the -eport. The Secretary 1is expected to release the report on
November 24, 1996. Once relLeased, Congress will, review the
report and decide the future management regime to govern
activities on ANWR"s Coastal Plain.

At the same time the ANILCA Section 1002(h) report was being
Prcpared, DOl began land trade negotiations with ANCSA
corporations. InformalL discussiois occurred over two years ago
and soon progressed to the point that many ANCS'A lands were
identified and appraised. #most af these discussions occurred iIn
Washington, D,.C. and 1involved Bill. Horn, DOl Assistant Secretary
for Parks and Refuges. In an effort to standardize negotiati
among the iInterested corporations as we lL as to bellpr define
federa L land management objectives, DOl has appo inted an ANWR
Land Exchange Team made up of the folLLowing five individuals:

Sharon AlLlender , USFWS Sa Lic itor , Wash ington, D.C.

dim Gillette, USFWmReally Chief, Washington, D.C.

Ted Stephenson, BLN, Alaska Program Staff, Washington, D.C.
Paul Kirton, So licitorS Office, Wash ington, D=C.

John Doebe L., USFWS, Asst. Secretary*s Liaison, Anchorage

In addition, the tBFWS Alaska State Office iIn Anchorage had been
actively involved, particularly Bob Gilnore, State Director and
John Rogers, Director Gilmorels Assistant. Mr. Doebel is
responsible for keeping Assistant DOl Secretary BilLL Ho-n abreast

of ail, nego tiations.
ANWR-_Oil-ancl-lias-.yai“Uiilicia

In 1990, prior to the acquisition of seismic and other

geophys icalL data and other informalien on the €oastalL PLain, the
U.S. GeoLogical Survey (USGS) estimated that there was a five
Percevt probability that the Coastal PlLain could contribute up to
17 billion barrels of crude oil. and 34 tr ilLion cubic feet of
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natural. Bas. USGS also estimated there was a mean probability
that the Coastal Plain could contain up to 4.85 bilLion barrels
of crude oiL and 12 trillion cubic feet of natural gas.

Under terms of ANILCA, geophys ical surveys of the Coastal Plain
had to be completed before December 2, 19815, Approximately 600
line mil.es of geophysical data were acquired during the winter of
1983-84, with another 580 Lines miles run during the winter of
1984-85. These data and their subsequent analysis wilL form the
basis of the ANILCA Section 1002(h) report to Congress.

According to oil 1industry, state arid federal estimates, ANWR 1s

considered to have potential, oil. and gas resources 1In excess of

one-third of the current U.S. oil reserves and probably more than
the Initial reserves at Pruclhoe Bay. Sper. ific federal est imates
should be included in the ANILCA 1G02 (h) report»

However, prior to tn. comp Let ion and re l.ease of the 1002(h)
report, the D®I has assigned pre liminary values (based upon oil
and gas potential) to lands within the Coastal Plain, For
purposes of the proposed land trades, DOl has divided the Coastal.
Plain into tracts of 2,560 acres each. These tract s i17es were
derived by dividing each township (23,040 acres) iIn nine equal,
component parts. Each tract, therefore, consists of four
sections (640 acres x 4 ~ 2,560 acres). This parcel, 1zation 1is
similar to that used for federal oiL and gas lease sales. Using
the above described tract g*id, DOl has numbered and assigned a
prospective value to each 2,560 acre tract. These values will be
kept confidential until the proposed exchanges actually occur.

It appears to be DQI’s iIntent to allow the corporation’s to use
the appraised value of their lands to select and acquire Coastal
Plain oil and gas tracts. The method of acquis ition would be
simi Lar to a Monte Carlo game, in that oi L and gas tracts would
be se lected and acquired without prior kowledge of their

esti mated va lue, Thus, armed with oil company explorati on
KilowlLedge , the corporationls are Likely to select the most

promi sing tracts,

The departmentls Division of Mining and Ge@ logy llas also

c:amp Letecl a report concern ing the subsu.rfac.e vesources and%
prospective value of the ANWR Coastal PlainThis state report

was comp Leted some time ago and has remained confidential,
pending release of the ANILCA Section 1002(h) report. The

1002 (h> repor t was par tiallLy basecl upon informa tion obtained frod

the state,
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AHHER .Land £iatub5

Or igina l by established ,n 1960 as the 8*9 mi LLion acre Arc lie
NationaL WiLdlife Range.. ANWR now includes about 19 million
acres* The Coastal. Plain consists of 1*5 mi LLion acres

(approx imate Ly eight percen < of ANWR"s tola L acreage). Managed
by the USFWS, the CoastalL PlLain has only one in~holding, the
Large surface and subsurface estate owned by the Vi Llag =of
kaktovik and the Aret ic SLope RegionalL Corporation (ASRC)
respec tive Ly.

Fursuant to Section 12(a) of ANCSA, the Kkaktovik Inu i1at
dorporatian on Barter Island In ANWR, selected 92,160 acres a long
the Beaufort Sea. However, a provision of ANCSA required ASRC,
which normally would have ac4uired the subsurface estade under
kaktov iKls surface estate, to select iIn- Lieu sufjsurface acreage
Outs ide ANWR and NPRA. In August, 1983, ASRC exchanged about
106,000 acres of 1liis iIn—lieu subsurface entillement near
Chandler Lake iIn the Gates of the Arctic NationalL Park for 92,000
acres of subsurface rights In ANWR under the Kaktovik Inup iat
Corporation Land* The Land trade preempted another process
estab Lished Dy Section 1431 <0) of ANILCA, whereby ASRC could have
obtained these same Lands at a Later date, provided Congress
opened the Coastal. Plain to commercial oil. and gas development
within 40 years and ASRC selectedLand within 75 mil.es of
kaktovik™s land* The altached mapdep ictsthe kaktov ik andASRC
ownership on the Coastal. Plain.

Na 1 iwve _Exl ha yge _El (@ri S.

At the present time, there are four groupsofNative interests
invo lved In ANWR Iland exchange efforts* koniag, the Kod iak-based
village/regional corporation rerger, has been iInvolved iIn trade
d iscuss ions with the USFWS for almost two years* Konilag owns
several areas of land (e*g. Karluk River) of great interest to
USFWS due to the ir Locat ion with in the Kod 1ak Nat onaL Wild Life
Refuge* The Koniag ANWR Team 1is headed by Bill. Timme, Art
kennedy and Bob Putz (former USFWS Alaska Director). A draft
exchange agreement has been drafted and koniagls lands were
appraised last winter Ly a tean of DAL appraisers, The iInitial
exc:-hange agreement has now t)een redraftecl follaving recent
meeti ngs iIn Wash ington, D.C*

Another ANWR trade package has been as.semb Led by DOYON, Ltd*,
based iIn Fairbanks. 1 have been unabLe to obtain much
information concerr ng this proposal* Presumably, however, most
or aLL of DOYON"s Land was also appraised Last winter by the
USFWS* Tlie Akh iokaguyak Corporation, Located on the south end of
Kodiak Island (not part of Koniag), has also advanced a proposal,
to trade up to 100,000 acres to the USFWS.
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The newest and Largest ANWR trade package has been assemb Led by a
Native corporation consortium headed by Coak #hlet Region. Xnc,
<CIRIl) the Anchorage basecl regiona L corporation. Consisting of
village corporation lands from the Bristol Bay, CalLista and 21)OYON
regional, areas, as welLL as CXRl Land holdings within the Kenai
National Wild Life Refuge, this consortium has moved rapidly to
present a very attractive trade package lo the USFWS.

The CXRI ANWR Team 1is headed by three experienced land traders,
Marg ie sagerser, Mark Rindner and Michael. C* T, Smith* Ms*
Sagerser is a @RI Board member and former C#Rl vice-president
for Land management. Mark Rindner 1is a private attorney who has
handled land use mallers for CIRX. Michael C, T. Smith is a
former DNR Deputy Cammiss ioner and current land use consultant,
often retained by CXRI. Ms. S"agerser and Mr. Smith were
Previously the principals in khel976 @®ok Xnlet Land Trade,

Certainly iIn the case of the kon lag and CXRX, andbrobably that
of DOYON, oil. company money 1is a driving force and interest.
Tliose companies rumored to be helping finance corporation trade

efforts i1nclude ARCO, Texaco and Exxon.

11 1® evident that the corporations are we LL organ ized , T inancecl
and on the verge of consummatingprelLiminary Land exchange
agreements with the IBFWS. Thusfar the corporat ions view the
state as a possible competitor for key ANWR Lands and have been
reluctant ta provide the stato with much information. In
addition, they undoubtedly fear the state might choose to opfose
ANCSA trades in ANWR clue to the Loss of our 90 percent royalty

share from federal leasing.

With the exception of some of the CXRI Team Lands, the US"FNS has
appraised alLl ANCSA Lands proposed for exchange. However, these
federal, appraisals must still, be adjusted to account for public
interest values. These adjustments are part of the on going

negoti ations,

StalE_KE cBhuad. Bf farts

After Ilearning of passible land trades between ANCSA corporations
and the USFWS involving ANWR, you asked the department ta
initiate the trade discussions with the USFWS in Late 1985. In
February, 1986, Tom Hewkins, director of the department”s
Division of Land and Water Management, wrote Bob e ilmore, USFWS
State Director to forma lly propose a state/federalL Land trade

involving ANWR.

At that time, the department offered 12 million acres of state
Land holdings within or adjacent to national parks or refuges 1In
Alaska as candidates for trade. Included were very iImportant



hab 1tat areas such as the Shearwalev Peninsula and Marmot Xs land
al koQiak, ke Black HilLls car ibou calving grounds on lhe Alaska
Pen insula , trumpeler swan nesting area In the Copper River ba5in
and s late iInholdings near McCavthy in Te Wrangell-£1. E Lias
National. Park.

Mr. Gil @re respondetl In March, 1986, claiming that only the
state Lands with in the let Lin Nat ionalL Wild Life Refuge mer r1ted
high priority for USFWS acquisition by trade. the remaining
state Lands were referenced as having onLy Low to moderate USFWS
acquisillon interest»

In October of" 1986 during a trip to Washington, B.C., you
discussed the ANWR trade matler with BilLL Ibrn, 011s Assistant
Secretary far Par ks and Refuges. 1ir. Horn apparenll.y re l.aed
that DOl was interested In a state/federal ANWR trade, and that
state Lands In national park units were a<ceptab le trade

cand iIdate areas. This prompted the state to reasseamble its ANWR
trade package, exp anding the List of candidate state lands to
include numerous areas of interest to the NPS. Mr. Horn also
continued to assure you and John Katz that DOl would keep the
state iInformed of the progress of DOI/ANCSA Corporation trade
efforts Ihfortunately, 1t i1s no w evidentthat muclh has occurred

w ithout state consulLtation,

On the basis of the Wasl ington, D*C. discussions ,Director
Hawkins once again wrote Mr. Gilmore of the USFWS to try and
solidify a state Land trade proposal.. Included in this revised

state trade pra-osal were Iin—holdings within nati nal parks for
which the NPS has a long-standing interest (e.g. McCarthy, Wo Lf
townships, Kkamishak, e*c.). We have not yet received a response
to this latest state trade proposal.

RECOMMENDATION

The advanced status of the DOI/ANCSA Corporation Land exchange
negotiations requires an iImmediate and acce lerated response from
the state of Alaska. Assuming the CoastalL Plain of ANWR is
opened to oil and gas development by Congress in thenear future,
the State may assume two postures Inorder toprotect or enhance
its iInterests.

First, the State must seek proforma to preserve 1iIts 90 percent
royalty interest from federal, oil. and gas Lease sales, pursuant
to the Mineral leasing Act* ALthough =ome iy suggest our 90
percent royalty is an excessive state benefit iIn this time of
fecleraL budget austerity, the State should do everything within
iIits means to avert the Loss of revenue which might accrue to the

state™
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Second, and coincident to attempts to maintain the State"s
current federal. Lease royalty percentage, the State should
immediately advance 1its own Land trade proposaL and join the
ANCSA corporations at the starring gate of the ANWR selection
race* This means the State has to quickly 1identify a trade
package of state®™ Lands and proceed to have them appraised iIn time
for submiss ion of a trade proposal to the Legislature* Because
state Land appraisals will Likely be completed Later than the
norma L Leg isLat ve exchange submi ssion deadLine es tab Lished b/ AS
38*50, the governor wilLl have to submit the exchange at a Later
date, folLLowing a finding of exigent circumstances*

The fallowing timeframe should be cl.ceelLy folLowed if the State
iIs to be iIn position to join the ANCSA corporations in the
initial ANWR tract se lection process <estimated by March-Apr jL,

1987) -

1+ Brief Governor Bill Sheffield, Governor-elect
Cowper and key Ieg islatorson the conceptual
state exc:-hange proposa L and des ignate a state
ANWR Fxchange Team (November , 1986 )*

2A Finalize state Land pool, to be incLuded iIn
exchange (December 1, 1986) *

¥A Conduct fair market value appraisals of state
Lands proposed for exchange (February 15, 1987).

subm 1t proposecl trade to Leg is lature for
approval (February 20, 1987) *

Enter into FreLiminary or Concep tua L Exchange
Agreement with DOl (April,1987) *

The unigue nature of this exchangewill necess itate var ances iIn
the normal. AS 38-50 process* These variances must be approved by
the Legislature as part of their finaL review of the proposa L*

Obviously, there 1iIs a tremendous amount of work to be clone
between now and mid-March* The only way the State canhope to
successfTully assemb le, mar ket and de Liver th is exchangeis to
immediately identify and appoint a qualified mulli~d isc ip linary
ANWR Exchange Team and prov ide them with sufficient supfort (both
adm inistrative aci financ 1al) to comp Lete the ass ignment. 1 have
proposed below a rough outline of the personnel and funding
necessary to accomplish the task* It 1is essential that Team
mmbers be the most exper ienced and capable staff mrembers within
their realm of expertise* Team members should be available for
the project on a full-time basis for a three month period from
November , 1986, to Februavy, 1987, and at lLeast part-1ime
thereafter *
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ESisqgndel..iidcl-fieafemsitu.J.i.ties:

1986

Nove er 12,

D*C*

@ngressional de legation Liaison, coovd ination with

in Wash ington, D,C*, ref>resent

industry jnterests
Legislative briefings*

Ass istant A+lorney General.,, Oepartllent of Law -

Preparation of Legislation and exchange agreements,
legal support, coordination with SoLic itors Office*

1. Governor*®s Officer, Washington,
DO1 repressnta tives
Governor's interests*

2% Jtaffmeiber ,Division of Mining and Geo Loqy
responsible for ANWR subsurface evaluation,
coord inat ion with governirent,
related to resource information,

3*

4*

Staffmember ,Division oF Land and Water Management -

respons ible for asserblage of state exchange land,
coordivation of state agency I1nvo lvemenl, appraisal

Process,
1n add ition, it is essent ial to
agencies (e*g*
lTesponslbility or expertise*

Einancial*

Pr imary
Likely be needed for substantial,
will be reduced f BNR uses 1In-
costs iInc lude several trips to

ADF&G, DEC) regard ing those

costsare for appraisals and travel*

Leg iIslative briefillgs, negatiations

invo lvother affected state
issues witlin their

Alpraisals will
acreage of state Land, and costs

house staffappraisers* Travel,

Wash ington ,D*C ¥ omegotiat ions

with DOl officials as well as several. Juneau trips for

legis lative brieflngs.

TravelL (2 team trlps to Washington, D*C*,

5 te amtr ips to Juneau)
Appraisa ch arter flplits,

@lher contractual (maps, aer 1al

Phatos, printing, fostage
Equiprent (filing cabinet)

TotalL Estimted Project Budget

FinalLy, because the Secretary
report on Noverber 24, 1?86, it

etc.)
copy) $9,800
1200
$50,000

IS expected to release the 1002<h)
wou ld be advantageous to #ub Licly

announce the formation of a state ANWR Exchange Team no Later

than November 21, 1986*
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- ATTACHMENT

cc: Jim Eason, DO&G
Laurel Murphy, DM&G
R ich Kornbra th , DM&G
John Katz, Gov. Office, Washington, D.C.
Bob Arnold, CO
Jim Barnett, CO
Ned Earquhar, CO
Tom Koester, AGO
Norm Cohen, ADAL.G
Tom Hawkins, DI.WM
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REPRESENTATIVE DON CLOCKSIN
Alaska House of Representatives

1024 WEST SIXTH AVENUE
ANCHORAGE, ALASKA 99501
(907) 274-4C31

E

WHILE IN JUNEAU:
OUCH V
JUNEAU, ALASKA 99811
(907) 465-3704

MAJORITY LEADER

MEMORANDUM

TO: Representative Sam Cotten

FROM: Representative Don Clocksir(T )0
DATE: October 23, 1986

RE: Briefing on ANWR issues by Conmissioner Wunnicke

| have made an appointment with Commissioner Wunnicke for a full briefing
on issues regarding the Arctic National Wildlife Refuge - including the
specifics on possible land trades and subsurface rights, and impacts on
Alaska's future revenues (see letters to and frcm the Commissioner,
enclosed).

Our meeting is now scheduled for y, October 9S~ «3rEH) pm In
Commissioner Wunnicke's Anchorage office on the 12th floor of the Frontier
Building.

| suggest you join us at this briefing, if your schedule permits.

Please let me know.



©ri  REPRESENTATIVE DON CLOCKSIN
Alaska House of Representatives

1024 WEST SIXTH AVENUE
ANCHORAGE, ALASKA 99501
(907) 274-4031
WHILE IN JUNEAU:
POUCH V
JUNEAU, ALASKA 99811
(907) 465-3704

MAJORITY LEADER

Ms.Esther Wunnicke

Commissioner

Department of Natural Resources
Pouch M

Juneau, Alaska 99811

September 26, 1986

Dear Commissioner Wunnicke:

It has come to my attention that there are several complex issues involving
the status of lands and petroleum reserves in the Arctic National Wildlife
Refuge (ANWR). More particularly, | have been told that there are proposed
trades of lands and subsurface rights involving the federal government,
several Native corporations and the State of Alaska. | understand that
much rides on the outcomes of these proposed trades, including the ability
cf the State of Alaska to have access to future revenue sources from the
development of petroleum reserves ir. die ANWR.

| would very much appreciate a full briefing from appropriate people in
your Department on these issues, including explanation of the particulars
of the overall issues, the posture of the State with respect to them and
the specifics of any and all trades of lands and subsurface rights being
proposed by the federal government, die State of Alaska and every involved
Native corporation. In addition, | am especially interested in knowing
what impacts the outcomes of all proposed combinations of actions w ill have
on the ability of the State of Alaska to have access to future revenues
from petroleum development in the ANWR

| appreciate your attention to this matter and look forward to hearing from
you soon. Thanks very much.

representative Don Clocksin
House Majority Leader



1

cTP r, CTP
’ BILL SHEFFIELD, GOVERNOR
11

400 WILLOUGHBY AVE.
DKMHTMEXT OF NATURAL RFSOURCFS JUNEAU, ALASKA 99801

PHONE: (907; 465-2400
OFFICE OF THE COMMISSIONER

October 7, 1986

The Honorable Don Clocksin
House Majority Leader

Alaska House of Representatives
1024 West Sixth Avenue
Anchorage, AK 99501

Dear Representative Clocksin:

Thank you for writing to me about your interest in the land
status and petroleum reserves of the Arctic National Wild-
life Refuge (ANWR). I would be happy to meet with you to
discuss ANWR issues as well as to bring you up-to-date on
the status of proposed ANWR land trades.

I suggest that we meet on October 27 at 2:00 p.m. in my
Anchorage office (12th Floor, Frontier Building). Land and
Water Management Director Tom Hawkins will join us at this
meeting and other staff will be available as necessary to
provide appropriate information.

Please let me know If the October 27 meeting date is conve-
nient. I have enclosed a copy of the state"s position
regarding oil and gas development in ANWR, as background
information for our meeting.

Sincerely,

Esther C. Wunnicke
Commissioner
Enclosure

cc: Tom Hawkins
Jim Eason



BILL SHEFFIELD. GOVERNOR

DEPARTMENT OF NATURAL RESOURCES
555 CORDOVA STREET
POUCH 7-005
DIVISION OF LAND AND WATER MANAGEMENT ANCHORAGE. ALASKA 99510-7005

PHONE. (907) 27S-2653
February 5f 1986

Robert E. Gilmore, Regional Director
U.S. Fish and Wildlife Service

1011 E. Tudor Road

Anchorage, Alaska 99503

Dear Mr. Gilmore:

1 appreciate the opportunity to meet with you to discuss state involvement
in any land exchange involving the Arctic National Wildlife Refuge (ANWR).
My purpose in arranging this meeting is twofold. Consistent with the
governor®s recent letter to you on this subject, 1 would like to learn more
about the details of your on-going land exchange negotiations with several
ANCSA regional corporations involving the coastal plain of ANWR. Secondly,
I have consulted with state agencies to assemble a large pool of state land
available for preliminary exchange consideration by vyour office
(attachment).

As you may be aware, the state owns a substantial amount of habitat land
surrounded L>y; or iImmediately adjacent to, component"™ of the national
refuge system (and other conservation system units). We have examined
these areas and have identified almost 12 million acres of state land which
we believe possess attributes worthy of exchange consideration by your
office. You may conclude that acquisition and management of these lands by
the Fish and Wildlife Service would further federal interests as well as
serve to reduce unwieldy state/federal land ownership patterns.
%

The pool of state land presented for exchange consideration includes a wide
variety of fish and wildlife habitat types iIn many geographic locations.
Specifically included are such significant areas as the Copper River Basin
trumpeter swan nesting areas, key brownbear and seabird habitat on the
Shearwater Peninsula of Kodiak Island, calving grounds for the lower Alaska
Peninsula caribou herd in the Black Hills, the Kisaralik River region
between Togiak and Yukon Delta NWR"s, state inholdings within the Tetlin
NWR and Redoubt Bay on the west side of Cook Iniat (nesting and staging
area for tule geese and trumpeter swans). Both the existing Bristol Bay
Cooperative Management Plan and several of your draft refuge plans already
recommend that much of this state land be acquired by the FWS through
exchange.



Robert E. Gilmore
Page 2
February 5, 1986

State land exchanges must occur in accord with AS 38.50 and 11 AAC 67.
These applicable statute and regulatory authorities provide authorization
for the exchange of state land or interests, provided the exchange serves
the public interest and chere are thorough opportunities for public and
agency involvement in the process./"" Specifically, the department must
provide widespread public notice Of a proposed exchange, hold public
hearings, provide for public comment and prepare and distribute a report on
the proposed exchange./In addition, if the proposed exchange is of unequal
value, or includes state kaying _an_a]jpraised or estimated value
greater than $5,000,000, VTepi~TatTVe/review”,is required. These
requirements are specifically designed to safeguard the public interest

I urge your careful review of this state pool of possible exchange land.
The state 1is sincerely interested in participating in any discussion of
land pattern adjustments which would benefit state and national iInterests.
I await your timely response and remain prepared to meet or otherwise
discuss this matter in greater detail. Please give me a call at 762-4355
should you have any questions.

Sincerely,
[o~AVIOMJrVYvV
Tom Hawkins

Di rector

Attachment
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Attachment

State Lands Available for Exchange Consideration With USFWS
February 5, 1986

SOUTHCENTRAL ALASKA

Area 1 - Trumpeter Swan Nesting Area: In the Gulkana Basin approximately
500.000 acres of state land are available, including iImportant trumpeter
swan nesting and rearing areas. The Gulkana Unit as the highest density
of nesting swans iIn the state and contains 27 percent of the world
population.

Area 2 - Redoubt Bay; This area constitutes approximately 176,000 acres of
state land on the west side of Cook Inlet. This area is used extensively
by whitefronted geese (tule) for nesting and staging. The tule goose was
listed as a subspecies of concern by the International Council for Bird
Preservation. They also recommended to the U.S. Fish and Wildlife Service
that the tule goose be listed as an endangered species. The area is also
important for other waterfowl nesting, feeding and migration, moose
calving, spring and fall bear feeding, and salmon spawning and rearing.

Area 3 - McCarthy: Surrounded by the Wrangell St. Elias National Park and
Preserve are approximately 18,000 acres of state land in the heart of the
park. These lands have development potential which could be precluded
through federal acquisition.

SOUTHWEST ALASKA
KODIAK ARCHEPLLAGO

Area 4 - Marmot .siand: Marmot Island is located east of Afognak Island
and is surrounded by Maritime National Wildlife Refuge (NWWR). The island
contains important Steller sea lion rookeries. The state owns the entire
island which contains approximately 12,000 acres. The eastern shore of
Marmot Island contains one of the Ulargest Steller sea lion rookeries in
Alaska and 1is critical habitat for this species. A 1982 survey reported
approximately 8,000 individuals utilizing this area. Marmot Island also
supports four seabird colonies totalling about 3,500 breeding birds. The
largest percentage of these birds are black-legged kittiwakes.

Area 5 m Raspberry Island: Raspberry Island is located across Onion Bay
from Kodiak NWR. The western half, or approximately 26,000 acres, of the
island is under state ownership. Raspberry Island contains the only free
roaming elk herd remaining on public land in the Kodiak Archepelago and the
State of Alaska The valley between Driver Bay and Onion Bay 1is critical
habitat for elk and is used year round. Raspberry Island also supports
populations of Sitka black-tailed deer and brown bear. The abundant wet
meadows iIn Driver Bay contain sedges and grasses that provide critical
brown bear spring feeding areas.

Area 6 - Shearwater Peninsula: The State of Alaska owns approximately
123.000 acres on the Shearwater Peninsula located adjacent to the eastern
border of the Kodiak NWR, This portion of Kodiak Island was originally



contained within the odiak NWR. The Shearwater Peninsula provides
excellent brown bear habitat and contains key spring Tfeeding areas and
numerous streams that are heavily Tfished by brown bears. Several coastal
areas are used as haul-out sites by harbor seals and Gull Point is a
documented northern sea lion haulout area. The Peninsula also contains
three large seabird colonies consisting of approximately 4,000 birds,
comprised primarily of red-faced cromorants, black-legged kittiwakes, and
tufted puffins.*

Area 7 - Tugidak IslandTugidak Island is located about 15 miles south of
Kodiak NWR and is surrounded by the Maritime NWR. The state has full
ownership of this island, which contains approximately 55,000 acres. It is
extremely valuable habitat for harbor seals and a variety of birds
including waterfowl, raptors, and shorebirds. Tugidak Island is the most
important single breeding ground for harbor seals in Alaska. It has the
largest known population of harbor seals in the world, estimated to be
between 15,000 to 20,000 animals with concentrations of hauled-out seals
reaching 14,000. In past years, this population has produced in excess of
5,500 pups annually.

BRISTOL BAY REGION

Area 8 - Kisaralik River: This area consists of approximately 278,600
acres immediately adjacent to tha Yukon Delta and Togiak National Wildlife
Refuges. The upper reaches of the Kisaralik River system, which is one of
the major salmon producing rivers in the Kuskokwim region, Tflow through
this area. Brown bear, caribou, and moose are also found throughout the
Kisaralik River vicinity. This river has high recreational potential and,
in 1984, the National Park Service was studying the Kisaralik River for
possible inclusion in the National Wild and Scenic River System.

Area 9 - Nushagak/Iliamna Area: Approximately 6,996,400 acres are included
in this area. A substantial proportion of this acreage is immediately
adjacent to the Lake Clark and Katmai National Parks and Preserves.
Additionally, about 13,844 acres are surrounded by the Lake Clark National
Park and Preserve. This area encompasses highly valuable habitat for a
variety of species such as salmon, caribou, moose, and brown bear. For
example, a large portion of the salmon resources harvested by commercial,
recreational, and subsistence users in the Bristol Bay region originate in
the Iliamna Lake and drainage system. Other rivers, such as the Nushagak
River, also support large salmon runs utilized intensively by
recreationists. Large game species are abundant iIn the area, and some of
the acreage encompasses habitat critical to these speciesm including
caribou calving grounds, moosa calving and winter concentration areas, and
brown bear concentrations along salmon streams.

Area 10 - Alaska Peninsula: This area is comprised of several large tracts
of state Taci between The Naknek River and Hereendeen Bay. This area

contains approximately 2,869,800 acres, which are contiguous to the
Becharof National Wildlife Refuge, the Alaska Peninsula Wildlife Refuge,
Katmai National Park, and Aniakchak National Monument and encompasses much
of the productive coastal plain of the Alaska Peninsula. Brown bear
populations in this area are among the largest iIn the state, and the
coastal plain provides critical fTall and spring feeding areas for this
species. This area also contains portions of several of the most important



sport Fishing streams.m The area contains extensive wetlands and some very
important waterfowl habitat. The state lands adjacent to the Cinder River
state Critical Habitat Area have been recently identified by the U.S. Fish
and Wildlife Service (USFWS) as providing essential habitat for cackling
Canada geese. The area also contains substantial state inholdings within
the Alaska Peninsula Wildlife Refuge at Mother Goose Lake; as well as other
locations on the peninsula.

Area 11 - Black Hills: This area consists of approximately 460,800 acres
contiguous to the Tzembek National Wildlife Refuge. The Black Hills
contain the major calving area for the lower Alaska Peninsula caribou herd,
as well as the drainages of several important salmon streams including the
Caribou and Sapsuch rivers. This area contains extensive wetlands, and is
adjacent to the Port Moller State Critical Habitat Area, which contains
critical habitat for many species of waterfowl. The Black Hills area also
supports a large brown bear population. The Bristol Bay Area Plan
recommends this area for consideration for an exchange or cooperative
agreement with the USFWS.

Area 12 - Kamishak: This area consists of approximately 76,000 acres of
state land between the McNeil River State Game Sanctuaryand Katmai
National Park and Preserve. The area includes important brown bear, moose
and seabird habitat, including much of therange used by brown bears
frequenting the adjacent McNeil River area.

NORTHERN ALASKA

Area 13 - Kokrine Hills/Melozitna River: This land, composed mostly of
patented state lands with a surrounding ring of selected lands, lies north
of the Yukon River between the Nowitna NWR (to the south) and the Koyukuk
NWR (to the west). The '"Melozi" is a valuable wildlife production area,
supporting good populations of moose and grizzlies. Black bears occur on
the lower river near the canyon. A small population of caribou use the
Kokrines Hills. The river is an important summer chum spawning stream, and
both grayling and Dolly Varden occur commonly in the lower river. At least
two peregrine falcon eyrie sites occur along the river (active in 1980).
The upper Melozi meanders through substantial wetlands, which are used by

waterfowl and furbearers.

Area 14 - Lower John/Alatna Rivers: This mixed block of patented and
selected state lands Vies between the Kanuti NWR (to the south) and Gates
of the Arctic National Park (to the north and west). Wildlife values
include moose, caribou, and Dali sheep. Lake trout is an important fish
species in lakes and both king and chum salmon use the Alatna River. Chum
salmon also spawn in the lower John River. This would expand the values of

Kanuti NWR substantially.

Area 15 - Tetlin NWR Consolidation: Several townships of state patented or
selected lands lie within the Tetlin NWR south of the Alaska Highway.
Consolidating these areas into the refuge would eliminate unwieldy land

ownership patterns.

Area 16 - Wolf Townships; This area, composed of approximately 62,000
acres, 1Is surrounded on three sides by Denali National Park and Preserve.
It is an iImportant wintering area for moose and would provide additional



