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5. Participation in the Reclamation Fund has directly 

benefited the western states, except Alaska. The Reclamation 

Fund is a token mechanism for funding irrigation and 

impoundment projects in western states. In 1982, for 

instance, public land revenues to the Fund (mineral leasing, 

land and timber sales) from the participating western states 

totalled about $450 million, but expenditures on reclamation 

projects in the same states were about $300 million (including 

some general fund payments and revenue from reclamation 

projects) Through its history the Reclamation Fund has been 

fortified by large contributions of general fund dollars, in 

addition to public land and reclamation project revenues. 

(Attachment Four - Map showing western states Reclamation Fund 

contributions/receipts for 1982.)

5. Alaska public lands subject to 80% ravenue-sharinc 

Include ANWR. in the Xenai 2-Ioose Range case (1931) , the 

United States Supreme Court held that "(r)evenues generated by 

oil and gas leases on federal wildlife refuges consisting of 

reserved public lands...must be distributed according to the 

formula provided in...the Mineral Leasing .‘.or of 1920." Thus 

ANWR public lands, if not closed to leasing by ANILCA 1002 (i), 

would be subject to the Mineral Leasing Act of 1920, including 

the 90% revenue sharing provision.

7. The former Naval Petroleum Reserve No. 4 f "Pet-4'H was 

exempt from the 90% revenue sharing provision? Alaska has 

never had a 90% entitlement on the Pet-4/NPRA acreace. In his 

recent speech before the Alaska Legislature, Senator Stevens 

stated: "Many in Congress remember that reduction of Alaska's

share to 50% was part of the price of opening the 22 million 

acre National Petroleum Reserve-Alaska." In fact, naval 

petroleum reserves (including the former Pet-4) are 

specifically exempted from the leasing and revenue-sharing 

provisions of the Mineral Leasing Act of 1920. The State of
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Alaska never enjoyed a 90% entitlement to revenues from 

production on Pet-4/NPRrt. acreage; thus there was never a

"reduction of Alaska's share to 50%." Only if Pet-4 had been

turned over to the Department of the Interior without special 

legislation affecting Alaska's revenue share could NPRA ha\e 

been public land subject to the usual 90% revenue-sharing 

arrangement.

3. When Congress established the National Petroleum 

Reserve - Alaska fNPRA^ in 1976, it raised Alaska's revenue 

share from 0% to 50%. Appearing before the Committee, U.S. 

Pish and Wildlife Service Alaska Region Director Bob Gilmore 

said that the Interior Department expects Congress to use the 

NPRA model (a 50% entitlement for Alaska) as a basis for

opening ANWR, and that the Interior Department would use a

similar mechanism if it agreed to an overriding revenue 

retention prevision in the pending land trade contracts. In 

fact, the legislation which opened Pet-4 to oil and gas 

leasing, including revenue sharing, is a poor example for 

reduction of the State of Alaska's revenue share from ANWR.

The State's revenue expectations for the affected acreage 

jumped from 0% to 50% with the passage of the NPRA Act in 

1976, which removed the land from its exempt status under the 

Mineral Leasing Act of 1920.

9. If the United States proceeds with land trades 

affecting Alaska's 90% entitlement, would the State be able to 

challence the exchances on the basis of its orlcr existing 

right? In a recent letter to Asst. Interior Secretary Bill 

Horn, Rep. Cotten asked whether the Interior Department 

believes that it may trade Alaska's existing right without 

Alaska's concurrence. No response has been received.

However, in the attached opinion, the Attorney General 

indicates little faith that the courts would accept the 

argument that the 90% entitlement in the Statehood compact
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"also constituted an implied promJse not to convey federal 

lands to third parties..."

10. Congress must generally treat the States ecruallv; 

can it create a new leasing mechanism, or segregate ANWR 

lands, with the purpose of reducing or eliminating Alaska's 

rightful share of mineral leasing revenues from ANWR? R e p . 

Cotten has asked the Attorney General whether there are 

"foreseeable circumstances under which federal lands in the 

coastal plain could be considered other than 'public land' 

subject to the Mineral Leasing Act and the 90/10 federal-state 

revenue-sharing arrangement."

SUMMARY

The State of Alaska has a strong case to support its 

contention that the 90% revenue sharing entitlement is part of 

the Statehood compact and that any oil and gas revenues 

derived from federal lands in ANWR must be subject to this 

provision as it exists. If Congress decides to open ANWR, and 

wishes to do so in a manner :hat will not be susceptible to 

legal challenge, Alaska's concurrence will be necessary on any 

reduction in the existing 90% entitlement.

Attachments
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3 0  § IH I MIN11HAL LANDS AND MIN1NC Ch.

ul helium ga* btaimg lunJ on llic public domain, see bed I on 167a ol TulrJ 
^̂ WaJfjaimnal Ikfcuvc. t»J

KevcidcutcWkk^.nK fur Navajo lube, iraiufcr of intcrc*U ol United Stales ai>»*& r undcrlH 
iIm o Iii. s c 9 \k ^ m  640U-IO of Title 25. Indian*. •

He view of w id 'd ja w a li i r N s ^ j j i i  Hales which d o le d  lauds to UHĝpfulioti imJcr thlt chap 
sec scilioM 1714 of TiilcN4*Jh||{ic lamds. 4̂

McvtHalinu uf sever valloil of i r11 liii n r r f> |nMini a i(K ^ » c^ iu ju iiia  Head Mild rcvloraliuii (o pn\.jt 
lauds, cacept dial vm.li lauds be wiiliaT̂ f̂> enliy under lids chapter. see scciion l)j
of Tide 4)

Sia|us ol olfcis lot iiuncoinpcmî t̂fiT Mud gat lea vcŝ WhcJjiiJv conveyed lo Alaska lual'lJ 
iui|Hitaliotis ni iinljdĴJrAlaska natives, tee tcciiou I63kns4̂il|e 4).

Siccsc fJuii>>it Alta, iiiiucial ciploraliun and dcvehipmcTtS**̂ jetliuii 460inin-v
of T ii It* lîJontci vjlnm

SlJUCHAmilt 1— GENEKA1. PROVISIONS

§ 181. I .u i t i ls  b u h jc c l lu  d is p o s it io n ; p e rs o n s  e n t it le d  lu  Leue^ 
f it s ; r e c ip r o c a l p r iv i le g e s ; l i c l lu u i  r ig h ts  r e s e rv e d  *-Deposits ol coal, phosphate, sodium, potassium, uil, uil shale, gilsonile. (including all vein lytic solid hydrocarbons), or gas, and landb containing!,- milIi deposits owned by I lie United Stales, including; lliosc in national!] fiiicbis, but excluding landb aj^piircd under (lie Appalachian Forest Ali/', appuiVL-d March I, 1911 (36 Slat. 961), and those in incorporated ci.ies.y lownb, and villages and in national parks and monuments, those acimircd'y under other Acts subscigicul to February 25, 1920, and lands within llizi nayal pclrulcmti and oii-shalc reserves, except as Itcreinafler provided, shall,' be subject lo disposition in the, form and manner provided by this chapter lo citizens of the United Slates, or lo association! jf such citizens, or lo any! coni'ii uliuii uiganiicd under the laws of the Um d Stales, or of any Stale or i'cniloiy thereof, oi in the case of coal, o I, oil shale, or gas, to municipalities. Citizens of another country, the laws, customs, or Tegola-! lions of which deny similar ui like privileges lo citizens or eotporalions ofV this countiy, sli.dl not by stuck ownership, slock holding, ur slock coul'H.jf own any inlet esl in any lease actpiii ' under the piovisiiilis of this clta rThe leim "oil" shall embrace all nongascims bydtoeatlion s*'' ,iccj^' ulliei liein those substances leasable as coal, uil shale, ur gilsoni: ...icludtug all vein type solid hydroeai buns).The lei til "coitihined hydroeai bon lease" shall refer to a lease issued iti'’{|i£j> special lai sand aica pursuant lo section 226 of this title after November 161 1081. ''The lei in "special tar sand area" means (I) an area designated by the! Secietaiy ol the Inlei oil's orders of November 20, 1980 (45 Fit. 76800 768U1) and Jaimaiy 21, 1981 (46 I;K 6077-6078) as containing'' substantial deposits ol lai sand.I he United Stales reserves the ownership o( and the right lo cxtracfL-W miller the piovisioits ol this chapter, under such rules and regulations as] l?/.helium 11 out .ill gas produced fium lauds leased or otherwise granleitshall he piesciihed by llie Scticlltl v of the Interior: huv'ldcJ  /w ilie r , That in the exit.a lion ol helium fiom gas ptodueed from such lands it shall so cxli.ii ted as lo cause no substantial delay in the delivery of gas piodiic2( (mm the well lo the pincliasei thereof.

(Itli. 25. I'Jin, c d5. 9 I, 41 Slat. 417; Fell 7. iy27, e. 66, 9 5, 44 Sim. Ilt!>8. Aug. 8
l'J46, i 916, 9 I. 60Sl.il. 950, Sept. 2, I960, l‘ub.1.. 86-705, 9 7(a). 74 Slat. 790, N o
16. 1981, Full I 9/ 18, 9 1(1), (4). 95 Slat. 1070 )
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vidi lai -vanJ aica**,

i»*7U5 Included 
.(ltd VCllllWjIfl

Mcfcrciivc* lu Tcit Tlie Appalachian Fur- 
Act, icfcncd lu in llic liul UllJcvigllalcd 
agiapli. ib An Mar. I, 191 I.e. 186. 36 Slal. 
Mb aillCllJcJ. a 1*0 kllOWU Mb llic 'Week* 

|aw\wliich «> tlawtficd (o tedium 400, 500, 
513 521. 552 and 563 uf Title 16. Cun
>crvaiicL fur tumpUic clawilicaiiuu uf iliit
Acl lu t\ Coile. vec Short Tide nuic vci out 
under vcc\̂n 552 uf Title 16 and Tabic* vul
nine.
1961 AnicflJuiciil. Pub I. 97-76, ill fuvl 

par.. b.tlisiilniA “uilboniie (inchiJmg all vein 
(yin: kidtd liydii\jibuin),” fur ~nalive aspliah, 
>idid and bcniibutkl biiuiiieii, and buuiiiiiioub 
riak (in* hiding ot\;.prcgiulcd rock ur baud* 
Ii ••hi w IiilIi till ib îbtv craLIc unly by >|»ct.(al 
iieaiiiicni alter die U mined ur uu«r
riedr. and added, fullering firpar . ibrec 
paiagiaphb which dcfine&~uir( *tunibiucd hy- 
ili iM ai Um leaw* and Mb|>T 
reb|>Ct.Uvcly
I960 Aiuciidniciil. I'ub 1.

Je|Kibilb ul native a»|diall. bull 
biliniicil. an J Litiuniiniub luck
1946 Aiiiciiduicnt. Ad Ang 6,%*>46. rtcn 

acted, ciining par . Icbb ihicc piuviV, a> fiibl 
veulciuc uf fiibl par., inverting “|»cLi>9iunr 
after *vodiiun“, whit It wav aUu inchiJeVui llic 
1927 aincnJincni, and bubbtiluling pi<̂ nun 
( u i  dn|KJbiliiiti ui de|Hjbiib "in incutp o \ je d  
citiei, luvvnv, and village*, and III Hailed 
pdikb and iiuuiuiltcnll, Ihuve MLquiicd uiicJ 
oilier Adb bubveijucni lu Fcbruaiy 25. 1920̂ 
and huiJ* wuhin the naval |k|iuIciiiii and uiL 
>lulc levervc*” fur mik.Ii dnjHumon 'in iu iu J  
al |Uik>, and Ilk I. iiJ» wiihJiawn ui icvei Jed 
fur mihlaiy ui naval uvcv or juu|K»>c>“jfiiJ 
pin aw “avnK-iaiiun* ui vuch dtiaeiib" fi>̂any 
MvvueiJliiiii ul vuch |jci*onvM. funner lliird 
pluvlvn a* bccund vciilciuc uf III vl iMS , fur 
inci fn>l pmvivu. a> *CLoiid par̂mneiling 
levelvaliun uf uwncivhip piuvivinJraiid Jelcl 
ing “(H.inulled ’ picceJing 'leavct̂Ti ulhcKvivc 
gianled‘; j i i J  lumur vecund pilA iv o  a> piovi- 
Vo 111 bc'cund par.
192/ Amendment. Ac* ImJ/T7, 1927, Unhid 

cd dc|m*ilb uf |Kj|a**niiik
bliuil illlc uf 19UI LKkudincnl. Puh ... 

9/ 76. Nov. 16. 1961. J5 Slal 1070. which 
generally made pHivl*J0n lui a tuinbiucd hy 
dundihiin leave iln̂igh an Uilkendiiiciil ol 

miib 162. 164. 209, 226. 
f tin* Idle and llic enact 
uni av a note uiidci (hi* 

ly kimwn av the Cuinbiued 
avilkg Ai l id 1961. 
ul 1976 AmcmL'nciil. I'ub I..
I. Ang 4. 1976, 90 Slal 1063. av

llnv vie I um and 
241. 351. and 35
like III ul p llivibilj

vecimn. i> 
lljdiuta; bun 
blnnl Hi 

94 17/. y
aiueiidclAy I'ub I 95-554, k 6. Od 30. 1976, 
g92 Slal Jfl)7i. pinvidcd dial. 'Tliib Ad (ciiad- 
lug ai /...»* 202a, 206 I and 20b -2 uf ildb Illlc.

j vci linn* 164, 191. 201. 203. 207. 200 
$52 u| Oil* Illlc. rcjy-almg vediuiib 201-1 
204 ul tin a title, and citading piuiiviun* 
uni a* uule* uiidei Wcliuikb 164. /()!. 201 -I.

203, and 204 uf ihib Illlc| uuy 1< cilcd ai îJ 
‘Fcdeial Coal I .caving Amendment! AclJ 
1976*.“
bboit Title uf I960 Aiuciidiueal. S<JRon | 

ul Pub I . 16- 705 pi oviJed ihal Pub I Jl6-70S. 
width amenJed tetliun* III, 162. JB4. 117a 
226. 226-1, 226-2. and 241 of ihi/ille. and 
cnatlcd pruviviuiis vei uul av nolJr under vet 
lluri* 18/a and 226 of lln* tilIc iiJfy be cilcd ai 
llic “Minctal leaving Ad RcJTiun uf I960* 
blind Illlc uf 1946 AniciiJfticul. Acl Aug 

0. 1946, C- 916, 60 Slal a* aincnJcd.
whitli enacted vetiiuul \\f * Is7b. 226t, and 
236b of ihi* Illlc, ainciîl vedium 161. It4 
186. 193. 209. 225. 22tAi»d 265 uf lldv Hite. 
rc|icaled vcdioii* 223̂226a. and 226b ol lldv 
lillc. and enacted a u/Lviviun vel uul a* a note 
under bctliun I & IjdRl ihi* nilc, i* popularly 
known a* llic OTMliuney 11 ale It Acl.
blind Title ulfl927 Anicnjuicul. Acl Feb 

7. 1927. c. 44 Slal I0S7, a* aincudeJ, 
which ciiJdt̂Pvceliun* 261 lu 267 of llnv lillc. 
amended v̂ imi* 161 and 193 uf Ihi* lillc, and 
related ̂ liou* 141 lu 152 ul ihi* lidc. i* 
IHipidakliAninvii a* die Pulavh Uaviitg Act uf 
1927 atJr die Puia**mm Ad uf 1927 
SlnJf Title. Tin* chap.er ib pupulaily 

knnJn a* the General I caving Ad, the Mincial 
I caving Acl. llic klmcral lanJv Ixavlug Adruf 1920, (he Mincial leaving Acl. the Mm- 

ral leaving Act ol 1920, and llic Oil lanJv 
fxavmg Acl.
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llic proceed* willi llic

3 0 § ia«j
Holo (2
Oil llic JllllllIJtl ft* illlll luxe*, Ulld lliCIC Wtt6 
limiting in llic lanJJ^ge or legislative history 
of lid* *ctin i lo *l̂ Lkj(| mi asset dun that 
Congics* iul< nlcd In rV^cniiirc and capture 
lluot.jfli loyu.iics uil “cnLitiiidc rents" from 
the iiilnini* of federal toal.X jd (lien (o divide

M1NIEHAL I.ANDS ANl) MINING Cli. 3A

formula r•. »niunwcul|UFd»ii»n Co. v. Mon 
Ian*. Mont. 1981. 101 US 2746. 4S3 U.S. 607. 
69 Ltd 2d 884. ribfiiin* denied 102 SC|. 
189. 453 US. 927jd9 I. fcfid 1023.

§ 190. Oulli; rcqiilreftmnt; form; MottlesAll slutcrnc'tils, icmcsctiialioiRyur rcn^fts required by die Sect clary of die iiileiim iiiulei this iliupicr shaU hafGpou oath, unless olhctwisc speci­fied bv him ami in sueli fori!! ant1 >.i* î such blanks as the ScLieiaiy of die Inlelior may leqiiiie.(I cl. 25, 1920. e. H5. & 33, 41 Slaj/fio.)
Cron References'

I uicigu tnicicsl* In leaves ofatfTdic. Uud* made under ilii* scJItbii. ice section 7435 uf lillc 10. 
AiiucJ I’UlU'l Jr

imirdiciiiiii und iuniinVOv«.i naval petroleum reserve* covered ojt̂cuscs giuitlcd undci tin* 
vet linn. see s» .dDii 7421 of fillc 10.

1 aw* appln alrlc, *, t.Honi 2/5 and 285 uf lliii lillc.

Wcvl'ft Federal Forum
JiiiuI. ice £ 148/

§ 191. Disposition of moneys received

All m oney icceived from  sales, boi-.ises, roya ldes including interest 
t ln iig cs collected under the Tcdcral O il and Gas R oya lly  Management Act 
o f  t-782 110 IJ S.C.A. <) 1701 el seq.], and ren ta ls o f the public lands under 
die p rovisions o f lliis  chapter and the G eotherm al S lca iil Acl o f 19 /0  [30 
US.C'. A. § 1001 el seq.), notw ithstanding the p iov isions o l section 20 
t lie ie o f 110 ll.S t ;.A . § 1019], shall be paid in to the T rcasm y o f the United 
Stales; SO per centum tlie ieo f sha ll be paid by the Secretary o f  die T reasury 
to die S late o llic i than Alaska w ithin the '...iiindai ies o f  which the leased 
lauds o r  deposits a ic  o r  w cje located; said moneys paid lo  any o f  such 
Stales on  m a flc r Jauua iy  I, 1976, to lie used hy sue h Sta le and its 
subdivisions, as die legislature o f  the S ta le  may direct giving p rio rity  lo  
those subdivisions o l die S lu lc soc ia lly  o r  econom ica lly  impar led by deve l­
opment o f m incia ls leased under lid s chapter, fu r ( i )  p lanning, ( i i )  con- 
s lim  lion  and maintenance o f  pub lic facilities, and ( i i i )  p rov ision  o f  public 
sciviLc; and excepting those lio m  Alaska, 40  per centum tlie ie o f sha ll be
I laid into, icsc irctl, appiopt iaied, as part o f  the rec lam ation fond cicaicd 
iy die Acl o f  Congress known as the Rec lam ation  Acl, approved June 17, 
19112, and o f those ( lo in  Alaska, 9U per Centum (he reo f .ha ll be paid lo  llic  
Slate o f Alaska fo r  d isposition by d ie leg is la tu re llie re o l. Provided, Thai a ll 
moneys which may accrue lo  llic  United S ta les under the provisions o f this 
c lu p lc i and the Geolliei iil.il Steam Acl o f  1970 f iom  lands w ithin the naval 
petroleum icscivcs sha ll be deposited in the T reasury as “ m iscellaneous 
icccipls", us pmvided by section 7433 (b ) o f  T itle 10. All moneys received 
mnlei llic  p iov isions o f  lli is  c liap le r and llic  Gcn llic rm u l Steam  Act o f  1970 
not oilier wise disposed o f by lliis  section sha ll be credited to m iscellaneous 
icccipis. I'aymcnls lo  S tales under this section w ith respec1 lo  any moneys 
received by the United Stales, shall be made not ta le r llia o  he last business 
day o l die m m illi in w liir li n u l l  m oneys are w a ira llied  by I ic United S lates

378

th. 3A l-EASES AND PROSPECTING PERMITS 30 § 191Treasury lo the Secretary us having been received, cx' rpl for any portion o f\  such moneys which is under challenge and placed in a smqrcnsc account pending resolution o f a dispute. Such warrants shall be issued by the United Slates Treasury not later than 10 days after receipt of such moneys by llic Treasury. Muncys place* ii u suspense account which arc deter­mined lo be payable to a Stale s! ll be made not later than die last business day of llic mouth in which suet. dispute is resolved. Any such amount placed in a suspense account pending resolution shall bear interest until llic dispute is resolved.
(I cb. 25, 1920. e. 85. 5 35. 41 Slat. 450, May 27. 1947. c. 83, 61 Slal. 119; Aug 3. 
195d. c. 527, 64 Slal. 402, July 10. W57. i'lib .i. 85-86. 9 /, / i,u i. 282; July 7, 1958. 
Pub.l.. 85 508. 94 M l). 28(b). 72S la l. J41. 351; Apr. 21. 'V o . Pub 1. 94-273. § 6(2). 
60 S la l. 377; Aug. 4. 1976, Pub I -  94-377, § 9, 90 S la l. I >0, Sept. 28. 1976, Pub I 
94 422. Title I II , 9 301, 90 S la l. 1323: Oct. 21, 1976. \ ib .l_  94-579, Title HI.
§ 317(a), 90 Slat. 2770, Jan. 12. 1983. Pub.l.. 97-451, Title t j  104(a), 111(g), 96 Slal 
2451, 2456.)

Historical Note

Ôtefcicucca lu Teal. llic I'cilc*ul Oil and 
f iJkKoyahy Management Acl of 1982. icfcricJ 
lu iAdLii. iv I'ub I.. 97 451. Jan. 12. 198). 96 
Slat which i* ila**il;cd feudally lu
chapter lj/ (section 1701 cl seq) of this title. 
Im «.uni|triji classification of this Act lu liic 
CinIc. icc SlVit Tide imic set oul under sec 
linn 1701 of inu hllc and Tabic* volume.
1 lie Geothermal Slcaui Acl uf 1970. ic 

lev i cd Iii ill lex I, pie Pub 1.- 91-581, Dec. 24. 
19/0. 84 Slut 1566. vk̂ith ii classified pi lull 
pally lu chapter 23 (cccHlii 1001 et *eq ) of ‘bis 
Idle. Fur complete classingallun of lliii Ac* lo 
llic i'odc. sec SliuiI Title nuc icl uul under 
>cilluii tOOl uf lliii lillc att̂UuLlcs vu' me.
‘4lie Hcclainaiiuii Act, rcfciicOUo in text, ii 

Ail June 37. 1902. c. 109). 32 3Lt 38b. as 
amende J. wliii ii isclassified gcuci uT\lo chup- 
Ui 12 (sectm- j7I el acq.) uf Tide 4nJ'ublic 
land* l-oi complete classification uf 
lu llic Code, ice Shot! Tide note set uul 
section 371 uf Tide 4J and Table* vnluin 
Codlflcadun. “be- (mu 7433(b) uf lillc 

wai substituted fui "die Act of June 4, 1920 
Slal 813), a* amended June 30. 1938 (52URt 
1252)", which wa* da—Tied lu *ccdmi/£t uf 
funiici Tide 34. Navy, on aulliuiiiy 
10. 1956. t. 1041. £ 49(b), 7UA St ,̂ 640. die 
fu*l ieelinil of wliiili dialled ItJr 10. Aimed
l'UllCi

huviiimil ol lltU iiklion jpiitli audioii/cd 
die payment of mmiici urdie I'cuiiuiy of 
Alavka u.ctc oinlllcd a* ;Jpciveiled by die pio 
vivion* undioiiring ib jfTiyuicni of nimiici to 
die Stale of Alaxka
1983 AinciiJiiir̂r Pub I . 97 451, £ 104(a). 

ilimk oul Mav t Jni j* piailliablc afiei Muri.li 
31 and Se|ilcy|ki 30 uf cai.li ycai" aflci “See- 
iciury of iLr Tiejiiuy" and "of dmvc from 
Alavka**, -.frl uddcJ al late cud pioviviuui di 
inliiif »nal |iaymcnl* lu Slalci be made noi 
laiei fKan llic la*l buiiiiCii day of the illolldi 

..ali *uiIi money* uie wauanlcd by llic 
lil Slate* lica*iuy lu the Set itluiy av liav 

n* Ueil iciciv.d, dial waiiaiil* be ivvucd by

die T i'« iu iy  not later dial) 10 day* after , 
icipt of ll»c P"'»*-y by llic Trcaituv. that 
cyv placed in su*|ienvc aiiouul vvliUIT aie 
determined to be payable Co a State ife made 
not later llian llic fj*l tuvincu J fy  of die 
month in which a thvpuic is (cvrtUnJ. and tliat 
amounti placed in a vmpcnvc gXRiuiiI (xudiug 
revolotiun bear iulcicit u i^ptlie  dispute is 
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Pub L 97-451, £ 11 ll̂ mveilcd icfcicmc 
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Honorable 3ill Sheffield
Governor
State of Alaska

"30 M*
By:

Harold M. 3rown 
Attorney General

( I H —  
G. Thomas Kcescer^" 1
Assistant A c c o m e y  General
Deoarcment of Law
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Attorney General's opinion 
Alaska's 901 revenue entit 
raent.in ANWR

April 23, 1986

662-o6-0329 

i;5-3600

ANWR issues -- fed­
eral 90 percent 
revenue sharing

A T T A C H M E N T  T H R E E

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

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

I. Background

((Then the United States issues oil and gas leases for 
lands within wildlife refuges, distribution of the revenues re­
ceived _by the United States from chat leasing depends on whether 
the refuge lands from which the revenues are derived are acquired 
lands or reserved public domain lands. "[A]cquired lands are 
those granted or sold to the United States by a State or citicen 
and public domain lands were usually never in state or orivate 
ownership." Wallis v. Pan American Petroleum Coro., 334 U'.S. 63, 
65 n.2 (1966) .

** Oil and gas leasing on accuired lands is governed bv 
the Mineral Leasing Act for Acquired Lands, 30 U.S.C. §5 351 at 
seq. Under that Act, revenues from oil and gas leases on ac­
quired lands are to be "distributed in the same manner as ore- 
scribed for other receipts from the lands affected by the lease." 
20 U.S.C. § j5o. As applced to windices reruges created from 
acquired lands, this provision requires that oil and gas revenues 
be distributed according to the formula contained in the Wildlife
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Refuge Revenue Shading Act, io U.S.C. 5 715s, which provides that 
75 percent of the revenues go to the federal government and 
15 percent of the revenues go to the county in which the wildlife 
refuge is located.

Oil and gas leasing on public domain lands reserved for 
wildlife refuge purposes, on the ocher hand, is governed by the 
Mineral Leasing Act'of 1920, 30 U.S.C. §§ 191 et seq. Under that
Act, the state is entitled to 90 percent of the revenues from 
such lands in refuges in Alaska ar.d 10 percent is paid incc the 
United States Treasurv. */ See ser.eraiiv Watt v . Alaska. 451 
U.S. 259 (1981) .

Congress extended the Mineral Leasing .Act distribution 
formula for revenues from public domain lands. including reserved 
public domain lands in wildlife refuges, to Alaska in sec­
tion 2S(b) of the Alaska Statehood Act. Congress considered this
one of the "major provisions" of the .Act. H.H.. Rep. Mo. 524,
85ch Cong., 1st Sess. 3 (June 25, 1957) ("House Report"). Con­
gress did so, in large pert, because so much of Alaska was "tied 
up in the status of Federal reservations and withdrawals for var­
ious purposes," stating that this "practice has been carried' to 
extreme Lengths in Alaska." House Report at 7. One result of 
that "unhealthy situation," id. at 3, is that substantial mineral 
leasing revenues in Alaska are derived free public Lands in 
federal withdrawals and reservations, including wildlife refuges, 
a situation unique to Alaska. See W a t t , 451 U.S. at 251, n.l.

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

*/ States other than Alaska receive only 50 oercsnt of public 
aomain 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 c u m .  are 
used cm,fund reclamation projects in these states. Alaska is r.ct 
covered by the Reclamation Act and receives r.o benefits under it. 
congress considered it only fair chat the additional 40 oercer.t 
share of public domain land revenues be paid to Alaska "in'return 
for Alaska not being covered by the Reclamation Act of 1902." 
See H.R. Reo. No. 62A ( zo accomDanv H.R. 7999), 35th Ccn<=-. ’sc 
Sess. 23 (June 25, 1957).
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chat Che federal government should racatn those public lands re­
maining in the states, but should use most of the mineral reve­
nues from chose lands for the states' benefit. The 90-10 revenue 
distribution formula in the Mineral Leasing Act "was to compen­
sate for Che states' inability to tax the lands to pay for 
governmental services." Fairfax and Yale, The 
of Western States in Non-tax Revenues from :

-r.anci.ai _r. ceres:

Lancs 1 J~, puD.ishea by tr.e Wes tern Legislative conference,- Coun- 
cil of Scats Governments, and the Lincoln Institute of Land 
PoLicy (19S5).

In contrast, the Wildlife P.efuze P.ever.ue Sharint Act.
uncer water. oercsnc o: vi-ci;t 2 retuge revenues are 

,6 s.s incsndsdsnarec vzirr. ciie ccuncias m  :;cticn 
to reduce local opposition to federal accuisicier, cf land for 
refuge purposes. The revenue sharang formula was ir.ter.dec tc 
compensate localities for the loss of property tax revenue when 
the federal government acquired the land and, as a result, it was 
removed from the Local cax roles. .As a general proposition, this 
rationale would not fit federal acquisition of Large tracts of 
either state land or undeveloped Native corporation land, neither 
of which currently are subject to local prcpercy faxes. See 
Alaska Const, art. IS, 5 4; 43 U.S.C. §. 1620(d).

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

II. The Effect of a. Land Trade on the 
State's 90 Percent Rovaltv Share

We understand that the Department of the Interior 
contemplating certain land trades under which federal lands 
ANWR would be exchanged for privately-owned Native corporat 
lands constituting ir.hoicings in other federal conservation s 
tarn units in Alaska. If such exchanges take place, and 
exchanged .AUNT! lands are offered for oil and gas leasing, 
Native corporations would be the lessors entitled to receive
revenues. The revenues would not be received bv 
government as result of laasir.s under the

is 
in 

ion 
vs - 
the 
the 
the 

he federal
Mineral Leasing

In ocher worcs, Lana trades would totailv eliminate the 
90 percent royalty share from such ANWR lands.

no
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scace roc.:
no righc cc any federal oil uuc gas revenues derived from 

che lands obtained by che Unicad Scaces free cha Native oorpcre- 
Cicns. These lands would be acquired lands, ncc reserved public 
domain lands, and che revenue distribution from faceral oil and

lands would be governed by che Mineral leas-
ravenues croc oil

C V -
ing Acc for Acquired Lands. 
and gas leasing of acquired lands in 
err.ed bv Wildlife Refute Revenue Sharing Acc, which provides chac

wr_G_cre reruges are

25 oercer.c of anv such revenues are co go :o cr.e count’* ir.
.s located anc /o oercenc co cr.e cecera_ ^ovarnnenc.

Hor.e of che revenues go co che scace.

ir.e scace ccuic artue cr.ac
acionale for cha .•UiC.::: necure Revenue cnarrnr3 ul— C  • i t l 0

disuribucicn scheme -- i.e. , compensating municipalicit 
property can receipts -- does not apply co ur.develc 
corooration lands, which are not subject co local prep
under che Alaska Native Claims ; e z. "z—ament far Ij s s -

a  • w -  -

pec l̂ at 
ertv cc

w a ­

ive
165

1991). See 43 U.S.C. § 1620(d). Moreover, che state can ar 
chat che united Scares cannot eliminate its 90 percent share 
revenues from reserved public domain lands by trading them on 
ground chac doing so would violate cr.e solemn compact memori 
iced in che Alaska Scacehocd Acc.

oc
che
a l -

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

III. Congressional Reduction of the
State's 90 Percent Royalty Share

As noced in section I above, Congress extended the M i n­
eral Leasing Act distribution formula for revenues from public 
domain 'lands, including reserved public domain lands in wildlife 
refuges, to Alaska in section 23(b) of che Alaska Statehood Acc.

.Act in article 
ns of aV' accepted the provisions of che Stacahood 

section 13, of che Alaska Constitution.
Stacahood Act become obligatory

Provisi
on -Uhe United States coon acceo-

tance of these provisions by che new scace. See. e .z . 
Roberts, 59 U.S. (13 H e w .) 173 (1356); see general-' 

y Gen. Ho. 3, at 3-5 (Aoril 2). Pa— -L

uoooer v. 
i=* 6 _ Co.

* q   r n  » ' *7 - H  -  -1 —

a
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congress cnaraccerizacicn os che extension 
ing a c : cc Alaska as one of che "major provisions" u: c:.= .-.laska 
Scacehcod Acc, che scace has a very strong argument
tcnuec ant .Li cat ion or che Mineral ueasinz Acc s u. — o v-.

i . d U  L J i * *

ribucicn.
formula oil ana gas l e a s m s  revenues cron reserved cecarai
public ccmair. lands in ANWR 
scacahocd compact 
federally-owned).

(at lease
— O

a S

requirec «\s par1 
lcr. 2  as these

O Z  ri.-a.SrC2. 3

.ar.d s remain

AC the same time, re muse point cut 
States might successfully argue that Congress 
authority co modify cha distribution c o m u l  a for

ula aooliec co oil ar.c zas revenues fr
z  'j  -  -  j  a  •

c r i o u n c n  rc 
National Moose Range) scacac:

“he Kersv

m e  cuescnon cr now to cnvite m e  revenues
from oil and gas l=ases cn public lands in che
Kenai Peninsula is clearly a matter for Congress 
co decide. If Congress is displeased with cha
decisions of Chis Court and che Court of .Appeals
[i.e., che decisions cc .Alaska is entitled co 
90 percent of che revenues j, ic may promptly re­
verse Cham by revising cha relevant statutes.

ill U.S. at 274. We did not make a statehood ccmpacc argument in 
chac case and ic was noc before che Court. Nonetheless, Justice 
Stevens' comment undoubtedly will be ciced by che Uniced Scaces 
in che event Congress changes the current 90-10 distribution for­
mula in che Mineral Leasing Act or establishes a different dis­
tribution formula ?jecifically for revenues from ANWR.

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

GTS:d in
cc: John Katz

Office of the Governor
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B A S I S  OF I M P A C T  A S S E S S M E N T

- 2 - M I L E  E X C L U S I O N  A R O U N D  ALL RO ADS, F A C I L I T I E S ,  
ETC.

- U S E D  TO C A L C U L A T E  ' H A B I T A T  LOSS'

- ' H A B I T AT  LOSS' USED TO P R E D I C T  2 0 - H 0 %  P O P U L A T I O N  

D E C R E A S E .

W H A T  IS B A S I S  Q F . 2 t H.ILE_EXCLUS.LQ1L?.

- S T U D Y  BY DAU  AND C A M E R O N  (A D F & G ) IN M I L N E  P O I N T  
A R E A

- -H Y E A R S  B E F O R E  R O A D  ( 1 9 7 8 - 1 9 8 1 )

- Y E A R S  A F T E R  R O A D  ( 1 9 8 2 - 1 9 8 5 )

- FW S  M I S I N T E R P R E T E D  P O I N T  AT W H I C H  L I N E S  C R O S S E D  
0 * 3 K M ^ 2  MILE) AS E X C L U S I O N  D I S T A N C E  (FIG. 1)
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Figure l. Graphs from Dau and Ca. eron (1985) showing relationship between 
the square root of the density of caribou to distance from the road leading 
to the Milne Point oilfield. Data from 1978-1981 were collected prior to 
construction of the road; data from 1987-1985 were collected after the road 
had been built. Note that the data points shown are square roots of the 
four-year means. Values for individual years have not been made available 
by the authors and consequently, the annual variability is unknown.



THE MILNE POINT RQAD/CARIBQU STUDY

P L O T T E D  D E N S I T Y  OF C A L V I N G  C A R I B O U  B E F O R E  AND  
A F T E R  R O A D  (FIG. 1)

U S E D  S Q U A R E  R OO T T R A N S F O R M E D  D A TA

A P P E A R S  THAT  D E N S I T Y  WA S  S A M E  T H R O U G H O U T  A R E A  
E V E N  B E F O R E  RO AD  ( 1 9 7 8 - 1 9 8 1 )

A P P E A R S  THA T A F T E R  R O A D  C O N S T R U C T I O N  ( 1 9 8 2 - 1 9 8 5 )  
D E N S I T Y  W A S  L O W  NE AR  ROAD, H I G H  A W A Y  F R O M  RO AD

A N N U A L  D I F F E R E N C E S  IN T O T A L  C A R I B O U  N U M B E R S  NOT 

S H O W N

A N N U A L  D I F F E R E N C E S  IN S N O W  A ND  W E A T H E R  C O N D I T I O N S  

NO T R E P O R T E D

a u t h o r ; d i d  n o t  c l a i m  e x c l u s i o n  n e a r  r o a d

F W S  M I S A P P L I E D  S T U D Y



RE-EXAMINATION QF. MILNE P-QINT .STUDY.

P L O T T E D  D E N S I T Y  OF C A L V I N G  C A R I B O U  B E F O R E  AND
A F T E R  R O A D  (FIG. 2)

D A T A  NOT T R A N S F O R M E D

R ES U L T S :

1. I N C R E A S I N G  D E N S I T Y  OF C A R I B O U  A W A Y  FRO M  
R O A D W A Y  B E F O R E  AN D  A F T E R R O A D  C O N S T R U C T I O N  

TO D I S T A N C E  OF 3KM (2 MI)

2. H I G H E R  D E N S I T Y  3-6 KM (2-4 MI) A F T E R  ROAD  
THAN  BE F O R E

3. A B O U T  2X AS M A N Y  C A R I B O U  IN S T U D Y  A R E A  A F TE R  
R O A D  THAN BE F O R E

S T A T I S T I C A L L Y  E X A M I N E D  (W I T H  THE AUTHORS) D A T A  AT
E A C H  D I S T A N C E  I N T E R V A L  B E F O R E  AN D A F T E R  ROAD
C O N S T R U C T I O N

R E S U L T S :

1. S T A T I S T I C A L L Y  S I G N I F I C A N T  D I F F E R E N C E S  (P <
0 .0 5) I D E N T I F I E D  IN THE 0 - 1  KM AND  5-6 KM
I N T E R V A L S

2. NO S T A T I S T I C A L L Y  S I G N I F I C A N T  D I F F E R E N C E S  IN
THE 1- 2  KM. 2-3  KM, 3- 4 KM AN D  4 - 5  KM
I N T E R V A L S
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Figure 2. A replotting of the data in Figure 1 to show approximate actual 
values. Because the authors have not made the original data available, 
values were obtained by reading the square roots in Figure 1 and squaring 
them. Shown are the four-year means; variances are not known. [Note added 
in proof: R. Cameron, Alaska Department of Fish and Game, has provided the 
actual four-year means. They are not significantly different from those 
shown in Figure 2. ]



...

- NO 2 - M I L E  E X C L U S I O N  ZONE

- P A R T I A L  A V O I D A N C E  W I T H I N  0 - 1  KM OF ROAD; NOT C O M P L E T E  
D I S P L A C E M E N T

- NO E V I D E N C E  THAT SMA LL  A M O U N T  OF D I S P L A C E M E N T  IS 

H A R M F U L  TO C A R I B O U

- D I S T U R B A N C E  CAN BE M I N I M I Z E D  BY R E G U L A T I N G  O P E R A T I O N S  

W H E N  C A R I B O U  AR E P R E S E N T



The following information is exerpted from "Comments of the Standard Oil 
Company on the Draft Legislative Environmental Impact Statement for the 
Arctic National Wildlife Refuge, Alaska, Coastal Plain Resource Assessment" 
dated 6 February 1987.

G. Response of caribou to oilfield development

The draft report’s analysis of potential effects of development on calving 
caribou are based primarily on conclusions attributed to a study comparing 
densities of caribou cows and calves before and after construction of an 
oilfield road on the Arctic Coastal Plain: "Dau and Cameron (1985), in what 
may be the most systematic study of caribou displacement by oil development, 
reported that maternal groups showed measurable declines in habitat use 
within approximately 2 miles on either side of the Milne Point road in the 
central Alaskan arctic* (p. 107, col. 2, par. 2). However, examination of
the cited paper shows that D u and Cameron (1985) did not refer to decreased 
habitat use within 2 miles of the Milne Point road, and that their study is 
so confounded by uncontrolled variables that it is quite impossible to make 
any conclusive interpretation of their results.

Figure 5 presents graphs from the Dau and Cameron paper showing the 
relationship between the square root of the density of all caribou and also 
of calves only, and distance from the road. The data points shown are the 
means of four years; no information about yeai-to-year variability is 
given. The data were collected by helicopter surveys conducted during the 
four years prior to road construction (1978-1981) and the four years 
following road construction (1982-1985). The intent, of course, was that
the first four years' data would serve as a control against which to compare 
caribou distribution after the road was in place and development had begun.

Use of the square root transformation and of calculated regression lines 
(Fig. 5) gives the impression that caribou density was evenly distributed 
within 6 km of the alignment prior to construction of the road, but 
afterwards was low near the road and high away from it. If we take the 
graphs in Fig. 5 at face value, an effect relating to the presence of the 
road appears to continue out to at least 6 km. However, removing the square 
root transformation gives quite a different picture (Fig. 6). Examination 
of the non-transformed data leads to four observations:

1. In both four-year periods, the data from 1-3 on show the same
trend, i.e. increasing density away from the road alignment. The 
fact that this trend existed both before and after the road was 
constructed suggests that some other factor (e.g., topography) may 
have influenced the distribution of caribou.

2. The densities shown for the 1-3 km interval are the four-year
means; no information on year-to-year variability is given. 
Assuming that there was a normal amount of variability, it is 
almost certain that the data from both four-year periods overlap 
and are not statistically different.

3. The real differences in the data sets appear to be in the 4-6 km 
interval.
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Figure 5. Graphs from Oau and Cameron (1985) showing relationship between} 
the square root of the density of caribou to distance from the road leading: 
to the M Jlne Point oilfield. Oata from 1978-1981 were collected prior to 
construction of the road; data from 1982-1985 were collected after the road; 
had been built. Note that the data points shown are square roots of the* 
four-year means. Values for Individual years have not been made available, 
by the authors and consequently, the annual variability is unknown.



Figure 6. A replotting of the data in Figure 5 to show approvimate actual 
values. Because the authors have not made the original data available,  
values were obtained by reading the square roots in Figure 5 and squaring 
them. Shown are the four-year means; variances are not known. [Note added 
in proof: R. Cameron. Alaska Department of Fish and Game, has provided the 
actual four-year means. They are not significantly different from those 
shown in Figure 6. ]



4. Frora inspection of the curves, it is apparent that there were 
roughly twice as many caribou in the study area (i.e., the 1-6 kra 
zone) following road construction than before.

Finally there are two other factors that confound interpretation of the Dau 
and Cameron (1985) data. The authors apparently assumed that the density of 
calving caribou would be the same in both four-year periods. This implies 
an assumption on their part that 1) the population was constant in size, 2) 
that the distribution was essentially the same, and 3) that snowmelt and 
weather conditions were practically identical. In fact, the Central Arctic 
herd roughly trebled (i.e., from 5,000 to 15,000) in size during the period 
over which the study took place, and snowmelt and weather conditions 
differed between years, as did the distribution of calving caribou.

What explains the pattern seen in Figure 6? It is impossible to know. Dau 
and Cameron's (1985) study is too unclear to permit a conclusion to be
drawn, and there is no scientific basis to conclude from their study that 
any displacement of caribou resulted from the road and associated activity. 
If the numbers out to 6 km are compared, it is clear that there were about
twice as many caribou in the aria after the road was constructed than there
were before. Clearly, it is inappropriate for the draft report to base
predictions of potential caribou displacement from the "core calving area-' 
on the Dau and Cameron study.

During the period 1981-1986 surveys of the calving distribution of the 
Central Arctic Herd have been conducted (RRCS, 1985; R.M. Jakimchuk 1986, 
pers. comm.). Figure 7 shows areas of major usuage by calving caribou. It 
is clear that although calving densities may be lower immediately adjacent 
to areas of active oilfield operations, caribou continue to calve in the 
region where they have traditionally done so.

The most important point is that whatever the exact response of the Central 
Arctic Herd to oilfield activities, the herd has grown rapidly. Clearly, 
and contrary to may earlier predictions, whatever the effect of oilfield 
activities on individual caribou, there have been no detectable 
population-level effects. The herd has more than quadrupled in size since 
development began in the early 1970s. Nor is this situation unique:
several other herds are thriving in the presence of considerable human 
activity (Bergerud et al. 1984). The only effect of human activity that has 
clearly been capable of seriously lowering caribou numbers is direct
mortality frora excessive hunting.

[It should be recognized that traffic in the 1002 area will be appropriately 
controlled during periods when calving animals are present near oilfield 
developments, and that construction will be timed to avoid periods when 
calving and post-calving caribou are present.]

[NOTE: On 13 February 1987, a meeting of Petroleum Industry and Alaska
Department of Fish and Game biologists was held to analyse further the data
collected by Dau and Cameron (1985). A t-test applied to the data at
various distance intervals away from the road showed statistically 
significant (p < 0.05) differences in the 0-1 kra and 5-6 kra intervals; 
differences in the other intervals were not statistically significant. 

(Note added February 18, 1987)]



CENTRAL ARCTIC HERD CALVING AREAS 
MAJOR ACT IV ITY  AREAS 1 9 8 1 - 1 9 8 6

1 • I I--------------------------------------------------------------1—  I------
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Figure 7. Locations of areas of major calving activity of the Central Arctic Herd, 1981-1986. note the 

presence of calving caribou within the general area of the Prudhoe Bay, Kuparuk, and Milne Point 

oilfields. The P. jdhoe Bay Oilfield has never been known to be used often by calving caribou, even prior 

to development. (Rased on data provided by RRCS (1989) and Jakimchuk 1986, pers. c o i .t m . ).
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I N T R O D U C T I O N

Mr. C h a i r m a n  a n d  M e m b e r s  of thi s C o m m i t t e e :

My  n a m e  is Bo b  A d l e r .  I a m  the  E x e c u t i v e  D i r e c t o r  of T r u s t e e s  
fo r A l a s k a ,  a n o n p r o f i t ,  p u b l i c  i n t e r e s t  e n v i r o n m e n t a l  l a w  f i r m  
b a s e d  in A n c h o r a g e ,  A l a s k a .  T r u s t e e s  for A l a s k a  has had a l o n g ­
s t a n d i n g  i n t e r e s t  a n d  i n v o l v e m e n t  in i s s u e s  r e l a t e d  to th e A r c t i c  
N a t i o n a l  W i l d l i f e  R e f u g e ,  a n d  in o il  a n d  g a s  d e v e l o p m e n t  in A l a s k a  
in g e n e r a l .

T r u s t e e s  for A l a s k a ' s  p a r t i c u l a r  i n t e r e s t  in th e A r c t i c  
N a t i o n a l  W i l d l i f e  R e f u g e  d a t e s  b a c k  to t he p a s s a g e  of s e c t i o n  1002 
of t h e  A l a s k a  N a t i o n a l  I n t e r e s t  L a n d s  C o n s e r v a t i o n  A c t  in 1 9 8 0  —  
the  p r o v i s i o n  t h a t  s et  f o r t h  the c h a i n  of e v e n t s  t h a t  b r i n g s  the 
A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  is s u e  b e f o r e  t h i s  C o m m i t t e e  to day . 
U n f o r t u n a t e l y ,  T r u s t e e s  fo r A l a s k a  has h ad to fi le  f o u r  s e p a r a t e  
l a w s u i t s  to e n s u r e  th at  the  r e q u i r e m e n t s  of s e c t i o n  1002 w e r e  met. 
Fi r s t ,  in T r u s t e e s  for A l a s k a  v. R o b b i n s , w e  e n s u r e d ,  by c o n s e n t  
d e c r e e ,  t h a t  t he  U.S. F i s n  a n a  W i l d l i f e  S e r v i c e  p r o p e r l y  r e g u l a t e d  
h e l i c o p t e r  a n d  o t h e r  air t r a f f i c  to p r o t e c t  the ric h w i l d l i f e  p o p u­
l a t i o n s  of t h i s  a r e a  d u r i n g  th e  s e c t i o n  10 02  e x p l o r a t i o n  p r o g r a m .  
L a t e r ,  in T r u s t e e s  for A l a s k a  v. W a t t , we s u e d  to p r e v e n t  the 
I n t e r i o r  D e p a r t m e n t  f r o m  t r a n s f e r i n g  r e s p o n s i b i l i t y  for the  s e c t i o n  
10 0 2 p r o g r a m  f r o m  the  F i s h  a n d  W i l d l i f e  S e r v i c e  to t he  U. S G e o l o g­
ical  S u r v e y .  T h e  p u b l i c  w a s  a f f o r d e d  a n  o p p o r t u n i t y  to c o m m e n t  on 
a d r a f t  of t h e  S e c r e t a r y ' s  s e c t i o n  1002  r e p o r t  o n l y  as a re s u l t  of 
o ur v i c t o r y  in T r u s t e e s  f o r  A l a s k a  v. H o d e l , w h i c h  f o r c e d  the 
D e p a r t m e n t  to c o m p l y  w i t h  t h e  N a t i o n a l  E n v i r o n m e n t a l  P o l i c y  Act .
M o s t  r e c e n t l y ,  in T r u s t e e s  for A l a s k a  v. H o r n , w e c h a l l e n g e d  the 
I n t e r i o r  D e p a r t m e n t ' s  o n g o i n g  e f f o r t s  to n e g o t i a t e  m a s s i v e  l a n d  
e x c h a n g e s  i n v o l v i n g  t he  s e c t i o n  1 0 0 2  a r e a  b e f o r e  the C o n g r e s s  
r e a c h e s  its d e c i s i o n  on t h i s  i m p o r t a n t  i s s u e .  W e  ar e c u r r e n t l y  
a w a i t i n g  a p r e l i m i n a r y  d e c i s i o n  in t h i s  c a s e  f r o m  the F e d e r a l  
D i s t r i c t  C o u r t  in A n c h o r a g e .

In a d d i t i o n  to t h e s e  l i t i g a t i o n  e f f o r t s ,  T r u s t e e s  for A l a s k a
j o i n e d  w i t h  th e N a t u r a l  R e s o u r c e s  D e f e n s e  C o u n c i l  ( N R D C ) in a ___

c o m p r e h e n s i v e  e v a l u a t i o n  o f  t h e  f o l l o w i n g  t h r e e  is s u e s :

1. T h e  e n v i r o n m e n t a l  c o n s e q u e n c e s  of oi l a n d  ga s d e v e l o p m e n t  
in th e  a r c t i c ;

2. T h e  a d e q u a c y  of e x i s t i n g  e n v i r o n m e n t a l  l a ws  a n d  r e g u l a -  
t i o n s . t o  p r o t e c t  the f r a g i l e  a r c t i c  e n v i r o n m e n t  f r o m  t h e s e  im pa cts ; 
a n d

3. T h e  o i l  i n d u s t r y ' s  r e c o r d  of c o m p l i a n c e  w i t h  t h e s e  e n v i­
r o n m e n t a l  l a w s  a n d  r e g u l a t i o n s .

W h i l e  t h e  r e s u l t s  of th is  s t u d y  .all be p r e s e n t e d  an d  d o c u m e n t e d  in

1



far g r e a t e r  d e t a i l  in a r e p o r t  t h a t  w i l l  be p u b l i s h e d  l a t e r  this 
year , I w i l l  be d i s c u s s i n g  m a n y  of the m a j o r  f i n d i n g s  of this 
r e p o r t  t o d a y .

I h a v e  b e e n  a s k e d  to b r i e f  t h e  C o m m i t t e e  on two i s s u e s  —  the 
e n v i r o n m e n t a l  i m p a c t s  of e x i s t i n g  a r c t i c  oi l an d  gas  d e v e l o p m e n t s ,  
w i t h  p a r t i c u l a r  e m p h a s i s  o n  t h e  P r u d h o e  B a y  a r e a  w h i c h  wa s  the 
f o c u s  of t h e  T r u s t e e s / N R D C  st ud y;  a n d  th e  r i s k s  that we see to 
t he  b i o l o g i c a l  a n d  p h y s i c a l  e n v i r o n m e n t  of th e  A r c t i c  N a t i o n a l  
W i l d l i f e  R e f u g e  f r o m  o il  a n d  g a s  d e v e l o p m e n t .  B e f o r e  a d d r e s s i n g  
t h e s e  s p e c i f i c  i s s u e s ,  h o w e v e r ,  I w o u l d  l i k e  to p ut t h e m  in the 
c o n t e x t  of t h e  m a i n  i s s u e  t h a t  m u s t  be f a c e d  b y  t h i s  C o m m i t t e e :  
w h e t h e r  to a l l o w  o il a n d  ga s d e v e l o p m e n t  in the A r c t i c  N a t i o n a l  
W i l d l i f e  R e f u g e ,  or to d e s i g n a t e  t h i s  a r e a  as a u n i t  of the 
N a t i o n a l  W i l d e r n e s s  P r e s e r v a t i o n  S y s t e m .

T h e  i s s u e s  t h a t  m u s t  be a d d r e s s e d  b y  t h i s  C o m m i t t e e  ar e c o m­
pl e x .  I n d e e d ,  t h e y  ar e  f a r  m o r e  c o m p l e x  t h a n  w a s  r e c o g n i z e d  in the 
I n t e r i o r  D e p a r t m e n t ' s  s e c t i o n  10 02  r e p o r t .  S e c t i o n  1002 r e q u i r e d  
t h e  I n t e r i o r  D e p a r t m e n t  b o t h  to c a t a l o g u e  t h e  f i s h  a n d  w i l d l i f e  a n d  
o t h e r  n a t u r a l  r e s o u r c e s  of  th e  c o a s t a l  p l a i n ,  a n d  to p r o v i d e  a 
d e t a i l e d  e v a l u a t i o n  of the  e f f e c t s  of o i l  a n d  g a s  d e v e l o p m e n t  on 
t h o s e  r e s o u r c e s .  I n t e r i o r  s p e n t  t h e  v a s t  m a j o r i t y  of its r e s e a r c h  
e f f o r t  in th e R e f u g e ,  w h e r e  t h e r e  is c u r r e n t l y  no o i l  an d gas d e v e l­
o p m e n t ,  a n d  v i r t u a l l y  no t i m e  at P r u d h o e  B a y  w h e r e  th e  e f f e c t s  of 
oi l  a n d  ga s  d e v e l o p m e n t  in an a r c t i c  e n v i r o n m e n t  c a n  be e v a l u a t e d .
As  a r e s u l t ,  t h e  r e p o r t  d o e s  a f a i r  job of a s s e s s i n g  r e s o u r c e s ,  bu t  
an  a t r o c i o u s  j o b  of w e i g h i n g  p o t e n t i a l  i m p a c t s  f r o m  s u c h  l o n g - t e r m  
c h r o n i c  b y p r o d u c t s  of m a j o r  o i l  an d  ga s  p r o d u c t i o n  as air p o l l u­
tion, w a t e r  p o l l u t i o n ,  a n d  w a s t e  d i s p o s a l .  T h e  C o n g r e s s i o n a l  R e­
s e a r c h  S e r v i c e  r e a c h e d  t h e  s a m e  c o n c l u s i o n  in its M a y  22, 1987 
c r i t i q u e  of the r e p o rt :

. . . w h i l e  t he  c o m p i l a t i o n  of b a c k g r o u n d  b i o l o g i c a l  d a t a  
s u r p a s s e s  a ll p r e v i o u s  e f f o r t s  in t h e  f i e l d ,  the e n v i r o n­
m e n t a l  a n a l y s i s  d o e s  n ot r e l a t e  i m p a c t s  to the s t a t u t o r y  
m a n d a t e s  of A N W R .

In s h o r t ,  t h e  s e c t i o n  1 0 0 2  r e p o r t  d o e s  no t do w h a t  C o n g r e s s  a s k e d  
in 1980.

T h e  A N W R  d e b a t e  b o i l s  d o w n  to a c o m p l e x  v a l u e  j u d g m e n t .  Is it 
m o r e  i m p o r t a n t  f o r  t h e  n a t i o n  t o  p r e s e r v e  t h e  l a s t  p r o t e c t e d  
s t r e t c h  of a r c t i c  w i l d e r n e s s  in A l a s k a  w h i c h  is n o t  o p e n  to oil a n d  
g a s  d e v e l o p m e n t ,  or is it m o r e  i m p o r t a n t  to e x p l o r e  e v e r y  p r o m i s i n g  
g e o l o g i c a l  p r o s p e c t  t h a t  m a y  c o n t r i b u t e  s i g n i f i c a n t l y  to t he  n a­
tion's. e n e r g y  n e e d s ?  T h e  m e r i t s  of t he  w i l d e r n e s s  a n d  e n e r g y  s e c u r­
ity  a r g u m e n t s  w i l l  b e  a d d r e s s e d  at l e n g t h  in o t h e r  h e a r i n g s  of th is  
C o m m i t t e e .  It is e s s e n t i a l , h o w e v e r ,  t h a t  t h e  d e c i s i o n  be ma de  
w i t h  a c o m p l e t e  k n o w l e d g e  of t h e  real r i s k s  a n d  e f f e c t s  of oil a n d  
g a s  d e v e l o p m e n t  in a r c t i c  A l a s k a ,  a n d  in p a r t i c u l a r  in th e c o a s t a l  
p l a i n  of t h e  A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e .  T h e s e  real risk s a n d  
e f f e c t s  w e r e  n o t  a d d r e s s e d  in t h e  s e c t i o n  1 0 0 2  r e po rt .

2



A s  a r e s u l t  of I n t e r i o r ' s  lack o f  d e t a i l e d  a t t e n t i o n  to the 

" o n - t n e - g r o u n d "  i m p a c t s  of a m a jor  o i l  a n d  g a s  d e v e l o p m e n t  c o m p l e x  
in a n  a r c t i c  e n v i r o n m e n t ,  the oil i n d u s t r y  a n d  o t h e r  p r o p o n e n t s  of 
d e v e l o p m e n t  in the A N W R  h a v e  p e r p e t u a t e d  t h e  f o l l o w i n g  my th: We
c a n  h a v e  b o t h  oil a n d  an e s s e n t i a l l y  u n h a r m e d  A r c t i c  N a t i o n a l  W i l d­
l i f e  R e f u g r . T h i s  m y t h ,  w h i c h  l a c k s  i n h e r e n t  c r e d i b i l i t y ,  w o u l d  be 
t a n t a m o u n t  to my  a r g u i n g  tha t oil a n d  g a s  d e v e l o p m e n t  in the R e f u g e  
w o u l d  l e a v e  th e r e g i o n  a c o m p l e t e  b i o l o g i c a l  d e s e r t .  T h e  oil i n d u s­
t r y  w o u l d  not a l l o w  me to get a w a y  w i t h  t he  l a t t e r  m y t h ,  an d n e i­
t h e r  w i l l  I a l l o w  t h e m  to ge t awa y w i t h  t h e  f o r m e r .

T h e  s h o r t - t e r m  a n d  l o n g - t e r m - e f f e c t s  of m a j o r  o i l  a n d  gas 
d e v e l o p m e n t  in an a r c t i c  e n v i r o n m e n t  a r e  s i g n i f i c a n t ,  c h r o n i c ,  
c u m u l a t i v e ,  a n d  d i f f i c u l t  or i m p o s s i b l e  to m i t i g a t e .  If oi l an d 
ga s  d e v e l o p m e n t  is a l l o w e d  in the A r c t i c  N a t i o n a l  W i l d l i f e  Ref uge , 
t h e  v i s i b l e  a n d  i n v i s i b l e  e f f e c t s  w i l l  p e r s i s t  f o r  g e n e r a t i o n s  
g i v e n  the  c u r r e n t  s t a t e  of p o l l u t i o n  c o n t r o l  t e c h n o l o g y  a n d  our 
c u r r e n t  i n a b i l i t y  to r e c l a i m  i n d u s t r i a l  s i t e s  in a r c t i c  c o n d i t i o n s .  
P e r h a p s  m o r e  i m p o r t a n t l y ,  the l o n g - t e r m  a n d  c u m u l a t i v e  e f f e c t s  of 
o i l  a n d  ga s d e v e l o p m e n t  in the a r c t i c ,  a n d  in p a r t i c u l a r  th e i m­
p a c t s  of i n d u s t r i a l  w a s t e  d i s p o s a l  a n d  h a b i t a t  a l t e r a t i o n ,  are 
p o o r l y  u n d e r s t o o d  a n d  l i t t l e  s t u d i e d .

M y  t e s t i m o n y  w i l l  a d d r e s s  t h r e e  i s s u e s .  T h e  f i r s t  is a s u m­
m a r y  of t he  m a j o r  e n v i r o n m e n t a l  e f f e c t s  t h a t  we h a v e  d i s c o v e r e d  at 
P r u d h o e  Bay. N e x t ,  I w i l l  a d d r e s s  s o m e  of the  i m p l i c a t i o n s  of 
t h e s e  e f f e c t s  for t h e  A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  d e c i s i o n .  
F i n a l l y ,  I w i l l  d i s c u s s  th e p r o b l e m  o f  d e t e r m i n i n g  t h e  c u m u l a t i v e  
e n v i r o n m e n t a l  i m p a c t s  of oi l and  g a s  d e v e l o p m e n t  in th e  A r c t i c  
N a t i o n a l  W i l d l i f e  R e f u g e  w h e n  c o n s i d e r e d  in c o n j u n c t i o n  w i t h  the 
m a s s i v e  e x i s t i n g  a n d  p r o p o s e d  oil a n d  g a s  l e a s i n g  p r o g r a m  a c r o s s  
t h e  r e s t  of a r c t i c  A l a s k a ,  b o t h  o n s h o r e  a n d  o f f s h o r e ,  as w e l l  as 
s i m i l a r  d e v e l o p m e n t  in C a n a d a .

M A JO R  F I N D I N G S  O F  TH E P R U D H O E  B A Y  S T U D Y
T h e  m a j o r  f i n d i n g s  of the T r u s t e e s / N R D C  R e p o r t  on P r u d h o e  

B a y  a r e  as f o l l o w s :

1. I n d u s t r i a l i z a t i o n  r e l a t e d  t o o i l  a n d  g a s  d e v e l o p m e n t  on 
t h e  N o r t h  S l o p e  h a s  r e s u l t e d  in a w i d e  r a n g e  of e n v i r o n m e n t a l  i m­
p a c t s ,  i n c l u d i n g  p o l l u t i o n  of the a i r  a n d  w a t e r  a n d  t h e  d e s t r u c t i o n  
of s u b s t a n t i a l  a m o u n t s  of h ab it at .

2. T h e  c o n d u c t  of oi l a n d  gas r e l a t e d  i n d u s t r i e s  o n  the No r t h  
S l o p e  h as  r a n g e d  f r o m  e n v i r o n m e n t a l l y  r e s p o n s i b l e  to i r r e s p o n s i b l e ,  
a n d  in s o m e  i n s t a n c e s  h as  i n v o l v e d  a s e r i o u s  d i s r e g a r d  f or  e n v i r o n­
m e n t a l  i m p a c t s .  H u n d r e d s  of v i o l a t i o n s  of e n v i r o n m e n t a l  c o n t r o l s  
h a v e  o c c u r r e d ,  r a n g i n g  f r o m  m i n o r  i n f r a c t i o n s  to at l e a s t  on e  c o n­
v i c t i o n  on m u l t i p l e  c r i m i n a l  co un ts .



3. E x i s t i n g  e n v i r o n m e n t a l  r e g u l a t i o n s  as c u r r e n t l y  i m p l e­
m e n t e d  a n d  e n f o r c e d  h a v e  n ot  p r o v i d e d  a d e q u a t e  p r o t e c t i o n  f r o m  
s i g n i f i c a n t  e n v i r o n m e n t a l  d e t e r i o r a t i o n  r e s u l t i n g  f r o m  o il  a n d  gas 

a c t i v i t i e s .

4. T h e  t e c h n o l o g y  to r e s t o r e  d e v e l o p e d  a r e a s  o n  th e N o r t h  
S l o p e  d o e s  n o t  a p p e a r  to e x i s t  at this ti m e.

5. M a j o r  d a t a  g a p s  e x i s t  on e n v i r o n m e n t a l  i m p a c t s  a n d  c o m­
p l i a n c e  o n  the N o r t h  S l o p e  d ue  to a s y s t e m a t i c  f a i l u r e  b y  r e s o u r c e  
a g e n c i e s  to m o n i t o r  e n v i r o n m e n t a l  c o m p l i a n c e  a n d  i m p a c t s  a d e q u a t e­
ly. G i v e n  c u r r e n t  m o n i t o r i n g  levels, t h e s e  g a p s  a re u n l i k e l y  to be 
f i l l e d  in t h e  f o r e s e e a b l e  fu tu re .

S o m e  of t h e s e  c o n c l u s i o n s  a r e  s u p p o r t e d  b y  the C R S  c r i t i q u e  of 
I n t e r i o r ' s  s e c t i o n  1 00 2  re po r t ,  as w e l l  as c o m m e n t s  f i l e d  on the 
1002 r e p o r t  b y  the E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y .  A d d i t i o n a l  
i n f o r m a t i o n  on t h e s e  e f f e c t s  is c o n t a i n e d  in v a r i o u s  o t h e r  a g e n c y  
an d o i l  i n d u s t r y  r e p o r t s  a n d  stud ie s, m a n y  of w h i c h  w i l l  be c i t e d  
in d e t a i l  w h e n  o ur  r e p o r t  is re l ea se d.  A  l a r g e  p o r t i o n  of the 
i n f o r m a t i o n  c a m e  f r o m  a d i r e c t  re v i e w  o f  m o n i t o r i n g ,  i n s p e c t i o n ,  
a nd  e n f o r c e m e n t  i n f o r m a t i o n  in the p u o l i c  f i l e s  of v a r i o u s  r e s o u r c e  
a g e n c i e s .

H i g h l i g h t e d  b e l o w  a r e  the m a j o r i s s u e s  of e n v i r o n m e n t a l  c o n­
ce r n  t h a t  w i l l  be a d d r e s s e d  in the R e p o r t ,  m a n y  of w h i c h  ar e als o 
r a i s e d  in t h e  EPA, C R S ,  a n d  o t h e r  c o m m e n t s  a n d  r e p o r t s .

A. W a t e r  P o l l u t i o n

M a j o r  s o u r c e s  of w a t e r  p o l l u t i o n  o n  t h e  N o r t h  S l o p e  i n c l u d e  
d r i l l i n g  w a s t e s ,  o i l  s p i l l s ,  an d d o m e s t i c  w a s t e w a t e r .  T h e  d i s p o s a l  
of t h e s e  w a s t e s  is of p a r t i c u l a r  c o n c e r n  in an a r c t i c  e n v i r o n m e n t ,  
w h e r e  t h e  g r o u n d  r e m a i n s  f r o z e n  a p p r o x i m a t e l y  n i n e  m o n t h s  out of 
e v e r y  y e a r .  D u r i n g  th e  s u m m e r ,  o n l y  t h e  t o p  two to t h r e e  feet 
thaw, w h i l e  u n d e r l y i n g  p e r m a f r o s t  to d e p t h s  of 2 , 0 0 0  f e e t  b l o c k s  
all s u b s u r f a c e  d r a i n a g e .  T h u s ,  d i s p o s a l  of w a s t e s  to t h e  t u n d r a  
c an  a f f e c t  w a t e r  q u a l i t y  o v e r  a p o t e n t i a l l y  w i d e  s u r f a c e  area .

1. D r i l l i n g  w a s t e s

D r i l l i n g  f l u i d s  or " m u d s " are u s ed  in l a r g e  q u a n t i t i e s  in 
d r i l l i n g  o p e r a t i o n s  to l u b r i c a t e  the d r i l l  bi t an d  to s e r v e  other  
f u n c t i o n s .  E a c h  w e l l  g e n e r a t e s  abo ut  1 8 , 0 0 0  b a r r e l s  of w a s t e  mu ds  
an d " c u t t i n g s " ,  w h i c h  a r e  p i e c e s  of rock g r o u n d  up b y  th e d r i l l  
bit. _ D i s p o s a l  of t h e s e  w a s t e s  is a m a j o r  p r o b l e m  on th e N o r t h  
S l o p e .  D r i l l i n g  w a s t e s  m a y  c o n t a i n  t o x i c  c o m p o n e n t s  s u c h  as h e a v y  
m e t a l s ,  h y d r o c a r b o n s  a n d  a d d i t i v e s  in v a r y i n g  a m o u n t s .  M a n y  ar e 
to x i c  t o  a v a r i e t y  of o r g a n i s m s .

S o m e  d r i l l i n g  w a s t e s  a r e  s t o r e d  in l a r g e  (up to 13 m i l l i o n  
g a l l o n )  r e s e r v e  p i t s  t h a t  r e g u l a r l y  e s c a p e  to t he  t u n d r a  a n d  to the
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s u r f a c e  w a t e r .  D e s p i t e  a l a r g e  n u m b e r  of r e g u l a t i o n s  a n d  p e r m i t  
s t i p u l a t i o n s  r e q u i r i n g  p i t s  to De i m p e r m e a b l e ,  n u m e r o u s  l e a k i n g  
p i t s  h a v e  b e e n  d o c u m e n t e d .  W a s t e  f l u i d s  a l s o  e s c a p e  d u e  to o v e r ­
t o p p i n g  or b r e a c h i n g  of r e s e r v e  pi t w a l l s .  In at l e a s t  o n e  
in s t a n c e ,  t h e r e  is d o c u m e n t e d  e v i d e n c e  of w a s t e s  f r o m  a b r e a c h e d  
p i t  h a v i n g  r e a c h e d  d r i n k i n g  w a t e r  s o u r c e s .

O t h e r  d r i l l i n g  w a s t e s  a r e  d i s p o s e d  of b y  p u m p i n g  d i r e c t l y  o n t o  
th e t u n d r a ,  s p r e a d i n g  t h e m  o n  g r a v e l  ro a d s  w h i c h  a r e  no t d e s i g n e d  
to be i m p e r m e a b l e ,  a n d  i n j e c t i n g  t h e m  u n d e r g r o u n d  p u r s u a n t  to 
s t a t e - i s s u e d  p e r m i t s .  In 1986, 64 m i l l i o n  g a l l o n s  of w a s t e w a t e r  
w e r e  d i s c h a r g e d  d i r e c t l y  to t h e  t u n d r a  f r o m  r e s e r v e  p i ts , an d an 
a d d i t i o n a l  37 m i l l i o n  g a l l o n s  w e r e  a p p l i e d  to ro ads .

T h e  e f f e c t s  of u n d e r g r o u n d  i n j e c t i o n  of r e s e r v e  pi t f l u i d s  on 
t h e  N o r t h  S l o p e  e n v i r o n m e n t  h a v e  no t b e e n  s t u d i e d ,  a l t h o u g h  C R S  
n o t e d  t h a t  " r e i n j e c t i o n  of m u d s  b e l o w  p e r m a f r o s t ,  m i g h t  . . . p o s e  
a l o n g  t e r m  p o l l u t i o n  ri s k . "  T h e  F i s h  a nd  W i l d l i f e  S e r v i c e  has, 
h o w e v e r ,  b e g u n  to s t u d y  th e e f f e c t s  of d r i l l i n g  w a s t e  d i s p o s a l  on 
N o r t h  S l o p e  s u r f a c e  w a t e r .  P r e l i m i n a r y  s t u d i e s  i n d i c a t e  t h at  t u n­
dra  p o n d s  a s s o c i a t e d  w i t h  r e s e r v e  p i t s  e x h i b i t e d  e l e v a t e d  l e v e l s  of 
t o x i c  m e t a l s  a n d  h y d r o c a r b o n s  w h e n  c o m p a r e d  to c o n c e n t r a t i o n s  in 
c o n t r o l  p o n d s .  M o r e o v e r ,  e v i d e n c e  i n d i c a t e s  t h a t  t h e s e  c o n t a m i­
n a n t s  a r e  d i s p e r s i n g  t h r o u g h  t u n d r a  w e t l a n d s  to d i s t a n t  p o n d s .  
F i n a l l y ,  th e p r e l i m i n a r y  s t u d i e s  f o u n d  c o r r e l a t i o n s  b e t w e e n  t h e s e  
e l e v a t e d  p o l l u t a n t  c o n c e n t r a t i o n s  w i t h  d e c l i n i n g  d i v e r s i t y  a n d  
a b u n d a n c e  of i n v e r t a b r a t e  s p e c i e s  t h a t  a re  i m p o r t a n t  f o o d  s o u r c e s  
for b i r d s  o n  t he N o r t h  S l o p e .

T h e  c u r r e n t  r e g u l a t o r y  s y s t e m  for r e s e r v e  p i t  d i s c h a r g e s  to 
t u n d r a  an d t o  r o ad s  a p p e a r s  i n a d e q u a t e  in m a n y  r e s p e c t s .  Th e 
s t a t e ' s  t u n d r a - d i s c h a r g e  p e r m i t s  c o n t a i n  no e f f l u e n t  l i m i t s  fo r a 
n u m b e r  of m e t a l s  w h i c h  o c c u r  in r e s e r v e  pit f l u i d s  at c o n c e n t r a­
t i o n s  th a t  e x c e e d  E P A ' s  a c u t e  a n d / o r  c h r o n i c  t o x i c i t y  c r i t e r i a  for 
f r e s h w a t e r  a q u a t i c  li fe.  E v e n  t h o s e  l i m i t s  t h a t  a r e  i n c l u d e d  in 
th e s t a t e  p e r m i t  a l l o w  d i s c h a r g e s  t h a t  a p p e a r  to e x c e e d  s o m e  E P A  
a q u a t i c  t o x i c i t y  c r i t e r i a .  F u r t h e r ,  a c c o r d i n g  to i n d u s t r y  
s e l f - m o n i t o r i n g  r e p o r t s ,  e v e n  t h e s e  i n a d e q u a t e  c r i t e r i a  a r e  
e x c e e d e d  m u c h  of the t i m e .  D i s c h a r g e s  f r o m  m o r e  t h a n  o n e  half  of 
th e  r e s e r v e  p i t s  d e w a t e r e d  in 1986 v i o l a t e d  t he  s t a t e  e f f l u e n t  
l i m i t s .  In 1 9 8 5  a n d  1984, 85 p e r c e n t  a n d  100 p e r c e n t  of p i t s  tha t 
d i s c h a r g e d  f l u i d s  v i o l a t e d  t h e s e  s t a n d a r d s .

2. S p i l l s

In r e c e n t  y e a r s  t h e r e  h a v e  b e e n  4 0 0 - 6 0 0  r e p o r t e d  oi l s p i l l s  
p er  y e a r  a s s o c i a t e d  w i t h  o i l  a n d  g a s  d e v e l o p m e n t  on th e N o r t h  S l o p e  
a n d  the n o r t h e r n  p o r t i o n  of t h e  h a u l  road. B u t  s p i l l  r e p o r t s  h a v e  
o n l y  b e e n  c o m p u t e r i z e d  to p r e s e n t  a s y s t e m a t i c  p i c t u r e  f o r  t he p a s t  
f e w  y e a r s .  A c c o r d i n g  to t h e  A l a s k a  D e p a r t m e n t  of E n v i r o n m e n t a l  
C o n s e r v a t i o n  (ADEC), e v e n  l a r g e r  n u m b e r s  of s p i l l s  w e r e  r e p o r t e d  
d u r i n g  the m i d - l ? 7 0 ' s ,  a p e r i o d  of h e a v y  c o n s t r u c t i o n .  T h e  m o s t  
c o m m o n l y  r e p o r t e d  s p i l l e d  p r o d u c t s  w e r e  d i e s e l  a n d  c r u d e  oil , w h i c h
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a re h i g h l y  t o x i c  to v e g e t a t i o n .  P l a n t  c o m m u n i t y  s t r e s s  du e  to oil 
s p i l l s  is a p p a r e n t  at v a r i o u s  l o c a t i o n s  on t he  N o r t h  S lo pe , e s p e­
c i a l l y  in t h e  D e a d h o r s e  l e a s e  t r a c t  a r e a  w h e r e  m a n y  oi l f i e l d  
s e r v i c e  i n d u s t r i e s  a r e  l o c a t e d .

A s t u d y  of an o i l - c o n t a m i n a t e d  po nd  ac S t o r K e r s o n  P o i n t  on the 
N o r t h  S l o p e  r e p o r t e d  t h e  d e s t r u c t i o n  of all i n v e r t e b r a t e  and p l a n t  
life, a n d  c o n c l u d e d  t h a t  t he  b a s i n  is u s e l e s s  to w a t e r o i r d s  for 
food; t h a t  c o n t a m i n a t e d  s e d i m e n t s  c o n t a i n  p o l l u t a n t s  w h i c h  m a y  
s p r e a d  to a d j a c e n t  w e t l a n d s ;  that p e t r o l e u m  c o m p o u n d s  in o o t t o m  
s e d i m e n t s  b r e a k  d o w n  s l o w l y  in c o l d  c l i m a t e s ;  a n d  c h a t  r e p o p u l a t i o n  
of w a t e r s  o v e r  p o l l u t e d  s e d i m e n t s  is u n l i k e l y .  A n o t h e r  st ud y,  of 
an e x p e r i m e n t a l  s p i l l  of P r u d h o e  Ba y  c r u d e  o n  a t u n d r a  pon d,  e l i m­
i n a t e d  s e v e r a l  i n v e r t e b r a t e  s p e c i e s  f r o m  the p o n d  f or  at l e a s t  six 
y e a r s .

3. O t h e r  s o u r c e s  of w a t e r  p o l l u t i o n

H u n d r e d s  o f  p e r m i t  e x c e e d e n c e s  for d i s c h a r g e s  of d o m e s t i c  
w a s t e w a t e r ,  s e a w a t e r  t r e a t m e n t  p l a n t  w a s t e s ,  a n d  o t h e r  w a s t e w a t e r  
a re d o c u m e n t e d  in s e l f - m o n i t o r i n g  r e p o r t s  r e q u i r e d  b y  E P A  a nd  the 
s t a t e .  C u m u l a t i v e  i m p a c t s  f r o m  w a s t e w a t e r  d i s c h a r g e s ,  w h i c h  m a y  
i n c l u d e  o v e r e n r i c n m e n t  of  t u n d r a  p o n d s  and e u t r o p h i c a t i o n , h a v e  not 
b e e n  a d e q u a t e l y  a d d r e s s e d .

B. A i r  P o l l u t i o n

O i l  a n d  g a s  f a c i l i t i e s  e m i t  l a r g e  a m o u n t s  of a i r  p o l l u t a n t s ,  
i n c l u d i n g  o x i d e s  of n i t r o g e n  (NOx) and  s u l f u r  o x i d e s  (SOx). T h e  
oil  i n d u s t r y  r e l i e s  on t h e  f a c t  t h at  c u r r e n t  l e v e l s  of t h e s e  p o l l u­
t a n t s  ar e b e l o w  th e n a t i o n a l  p r i m a r y  ai r q u a l i t y  s t a n d a r d s .  But 
a v e r a g e  a m b i e n t  c o n c e n t r a t i o n s  r e p o r t e d  by  i n d u s t r y  for 1986 of NOx  
a n d  SO x  —  t h e  m a i n  p r e c u r s o r s  of a c i d  d e p o s i t i o n  —  h a v e  i n c r e a s e d  
3-10  f o l d  o v e r  l e v e l s  r e p o r t e d  by  the i n d u s t r y  in 1980. T h e s e  
p o l l u t a n t s  a r e  of c o n c e r n  d u e  to t h e i r  p o t e n t i a l  to a c i d i f y  s e n s i­
ti ve  a r c t i c  t u n d r a .  B o t h  E P A  a n d  C R S  n o t e d  p o s s i b l e  a c i d i f i c a t i o n  
of t u n d r a  a n d  c o n t r i b u t i n g  to a r c t i c  h a z e  as p o t e n t i a l  l o n g - t e r m  
e f f e c t s  of air  e m i s s i o n s  on t h e  N o r t h  S lo pe .

E P A  ha s  r a i s e d  c o n c e r n s  t h a t  a c i d i f i c a t i o n  of t u n d r a  m a y  r e­
s u l t  e v e n  if a m b i e n t  ai r q u a l i t y  s t a n d a r d s  a r e  b e i n g  met . T h e  U.S. 
F i s h  a n d  W i l d l i f e  S e r v i c e  a l s o  e x p r e s s e d  c o n c e r n  a b o u t  th e  s h o r t­
t e r m  a n d  l o n g - t e r m  i m p a c t s  of SO x on  l i c h e n s ,  w h i c h  a r e  an i m p o r­
ta nt  f o o d  s o u r c e  for N o r t h  S l o p e  c a r i b o u .  T h e  e f f e c t s  of NOx a n d  
o t h e r  p o l l u t a n t s  on  p l a n t  s p e c i e s  tha t s e r v e  as f o r a g e  for c a r i b o u  
an d o t h e r  w i l d l i f e  a r e  n o t  kn o w n ,  an d t h e r e  a r e  no s t u d i e s  u n d e r w a y  
to e v a l u a t e  p o t e n t i a l  e f f e c t s .

A  s e c o n d  m a j o r  s o u r c e  of ai r p o l l u t i o n  is b l a c k  s m o k e  c a u s e d  
by  f l a r i n g  of g a s  v a p o r s  a n d  l i q u i d s ,  the p l u m e s  f r o m  w h i c h  ha ve  
b e e n  t r a c k e d  for 100 m i l e s .  I n d u s t r y  has c h r o n i c a l l y  v i o l a t e d  
s t a t e  air q u a l i t y  r e g u l a t i o n s  for b l a c k  s m o k e  e m i s s i o n s .  D u r i n g  
1985, the o n l y  y e a r  for w h i c h  b l a c k  s m o k e  r e p o r t s  h a v e  b e e n  c o m -
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p i l e d  in a d a t a b a s e  b y  A D E C ,  1 50  b l a c k  smok e i n c i d e n t s  in e x c e s s  
of a i r  q u a l i t y  r e g u l a t i o n s  w e r e  r e p o r t e d .

C. Lan d a n d  H a b i t a t  I m p a c t s

1. C o n s t r u c t  ion

T h e  C o m m i t t e e ' s  t r i p  to t he  N o r t h  S l op e w i l l  d e m o n s t r a t e  the  
s h e e r  m a g n i t u d e  of oi l a n d  g a s  d e v e l o p m e n t  in an a r c t i c  e n v i r o n­
m e nt . O i l  and g a s  r e l a t e d  a c t i v i t i e s  h a v e  d r a m a t i c a l l y  a l t e r e d  tne 
f a c e  of the P r u d h o e  B a y  l a n d s c a p e .  S i x t y  m i l l i o n  c u b i c  y a r d s  of 
g r a v e l  ha v e b e e n  u s e d  to c o n s t r u c t  o v e r  300 mil es  o f  r o a d s  a n d  
5 , 5 0 0  a c r e s  of g r a v e l  p a d s  in t he  P r u d h o e  Bay a r e a .  P a d s  a n d  ro a d s  
a r e  u s e d  to s u p p o r t  f a c i l i t i e s  s u c h  as d r i l l  s i t e s ,  h o u s i n g  a n d  
o t h e r  f a c i l i t i e s .  O p e n  g r a v e l  m i n e s  c o v e r  a p p r o x i m a t e l y  an a d d i­
t i o n a l  72 0 ac r e s .

G r a v e l  ro ads  a n d  p a d s  p l a c e d  on w e t l a n d s  a ct  a s  d a ms , c r e a t i n g  
a r t i f i c i a l  l a ke s a n d  p o n d s .  A n  e s t i m a t e d  3,400 a c r e s  of h a b i t a t  
h a v e  b e e n  f l o o d e d  in t h i s  m a n n e r  in o n e  of the r e g i o n ' s  o i l f i e l d s  
a l o n e .  W a s h o u t s  f r o m  g r a v e l  r o a d s  c o m m o n l y  fill u n d e r l y i n g  s t r e a m s  
w i t h  g r a v e l ,  b l o c k i n g  f i s h  p a s s a g e .  In o n e  i n s t a n c e ,  g r a v e l  e x t r a c­
ti o n  s i t e s  ne ar  P r u d h o e  B a y  w e r e  d e s c r i b e d  by t he  A l a s k a  D e p a r t m e n t  
of F i s h  an d G a m e  a s  r e s e m b l i n g  a wa r zone.

R e c e n t  s t u d i e s  s h o w  t h a t  t he  c u m u l a t i v e  i m p a c t s  of c o n s t r u c­
ti o n  in the P r u d h o e  3 a y  a r e a  h a v e  r e s u l t e d  in s i g n i f i c a n t  n a o i t a t  
e l i m i n a t i o n .  O n e  s t u d y  of s n o r e b i r d  d e n s i t y  p a t t e r n s  e s t i m a t e d  
that  the o v e r a l l  s h o r e D i r d  a b u n d a n c e  o n  the P r u d h o e  B a y  o i l  f i e l d  
a v e r a g e d  18 p e r c e n t  l o w e r  t h a n  in a c o n t r o l  area w i t h o u t  d e v e l o p­
me n t .  T h e  s t u d y  c o n c l u d e d  t h a t  th e  h a b i t a t  lost or a l t e r e d  b y  the 
oil f i l e d  w o u l d  h a v e  s u p p o r t e d  an e s t i m a t e d  18 , 0 0 0  b i r d s  for  the 
s p e c i e s  s t u di ed .

2. D i s t u r b a n c e

U s e  of h a b i t a t  at P r u d h o e  B a y  ha s  a l s o  been e l i m i n a t e d  b y  
h u m a n  d i s t u r b a n c e .  Fo r  e x a m p l e ,  d i s p l a c e m e n t  of t h e  C e n t r a l  A r c t i c  
H e r d  f r o m  its h i s t o r i c  c a l v i n g  g r o u n d s  in P r ud ho e B a y  ha s  b e e n  
d o c u m ' n t e d .  W h i l e  b u l l s  h a v e  d e m o n s t r a t e d  an a b i l i t y  to a d a p t  to 
o il  a n d  g as  a c t i v i t i e s ,  m a t e r n a l  g r o u p s  of c a r i b o u  h a v e  d e m o n­
s t r a t e d  s e n s i t i v i t y  to d e v e l o p m e n t  a r e a s  w h i c h  p e r s i s t s  D e y o n d  the 
y e a r s  in w h i c h  t he  o r i g i n a l  a v o i d a n c e  o c c u r r e d ,  e v e n  if h u m a n  a c t i v­
i t i e s  s u b s e q u e n t l y  d e c l i n e d .  M a t e r n a l  g r o u p s  of c a r i b o u  a v o i d  the 
T r a n s  A l a s k a  P i p e l i n e  S y s t e m  in a ll  s e a s o n s  and t h e  P r u d h o e  B a y  o i l  
f i e l d s  d u r i n g  c a l v i n g .

3. S it e r e s t o r a t i o n

O n e  of the b i g g e s t  p r o D l e m s  w i t h  th e notion t h a t  w e  ca n  d e v e l­
o p  th e h y d r o c a r b o D n  r e s o u r c e s  in t h e  A r c t i c  N a t i o n a l  W i l d l i f e  R e f ­
uge  a n d  be left w i t h  a n a t u r a l  a r c t i c  e c o s y s t e m  is t h e  i n a b i l i t y ,  
g i v e n  c u r r e n t  t e c h n o l o g y ,  to r e c l a i m  a n d  res to re  d e v e l o p e d  s i t e s
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u n d e r  a r c t i c  c o n d i t i o n s .  W h i l e  n u m e r o u s  fede ral  and s t a t e  p e r m i t s  
a nd  l e a s e s  require s u c h  r e h a b i l i t a t i o n  at P r u dh oe  Bay, v e r y  l i t t l e  
r e h a b i l i t a t i o n  has b e e n  do n e .

I n d u s t r y  e s t i m a t e s  of r e h a b i l i t a t i o n  cos ts  are e x t r e m e l y  hign. 
For e x a m p l e ,  the A l a s k a  O i l  a n d  G a s  A s s o c i a t i o n  (AOGA) e s t i m a t e d "  
th at  r e m o v a l  of f a c i l i t i e s  a n d  r e v e g e t a t i o n  of e x p l o r a t i o n  s i t e s  
w o u l d  oe  1.5 to 2 t i m e s  t he o r i g i n a l  c o s t s ,  which are e s t i m a t e d  at 
$4 to $11 million. C h e v r o n  e s t i m a t e d  t h a t  it would c o s t  o v e r  
$ 2 0 0 , 0 0 0  just to c l o s e  a n d  r e v e g e t a t e  t h e  s i n g l e  r e s e r v e  p ic  a n d  
e x p l o r a t o r y  well w i t h i n  t h e  A r c t i c  N a t i o n a l  Wi ldlife R e f u g e .  T h e r e  
a re  h u n d r e d s  of r e s e r v e  p i t s ,  h u n d r e d s  of m i l e s  of r o a d s ,  a n d  
t h o u s a n d s  of acres of g r a v e l  pad s a n d  o p e n  m i n e  sites t h a t  w i l l  
r e q u i r e  re s t o r at i o n in t h e  P r u d h o e  B a y  r e gi on . Yet, t h e  s t a t e  o n l y  
r e q u i r e s  le ss ee s  to p o s t  b o n d s  of $ 1 0 0 , 0 0 0  per lease o r  $ 5 0 0 , 0 0 0  
s t a t e w i d e .  Even more d i s t u r b i n g  w a s  a r e c e n t  quote in a n e w s p a p e r  
a r t i c l e  b y  one state o f f i c i a l  i n d i c a t i n g  t h a t  *-he s t a t e  d o e s  not 
a c t u a l l y  fo rf e i t  t he se b o n d s  w h e n  n e c e s s a r y  to engage in 
s t a t e - f u n d e d  cleanups.

E v e n  if large a m o u n t s  of m o n e y  to c o n d u c t  r e s t o r a t i o n  w e r e  
a v a i l a b l e ,  it i.: q u e s t i o n a b l e  w h e t h e r  r e h a b i l i t a t i o n  is f e a s i o l e  in 
t he  a r c t i c .  Several l i t e r a t u r e  r e v i e w s  of r e v e g e t a t i o n  i n  A l a s n a  
h a v e  c o n c l u d e d  that s u c c e s s f u l  r e h a b i l i t a t i o n  t e c h n i q u e s  h a v e  not
b e e n  d e v e l o p e d  for a r e a s  n o r t h  of the B r o o k s  Range. T h e  C o r p s  of
E n g i n e e r s  comme nt ed  t h a t :

[i]n light of i n d u s t r i e s '  r e l u c t a n c e  to d e v e l o p  a n d  use 
c o m p e n s a t o r y  m i t i g a t i o n / r e s t o r a t i o n  t e c hn iq ue s,  no ne  nas 
be e n  applied o n  t h e  N o r t h  S l o p e  of Alaska, e x c e p t  co a 
v e r y  limited e x p e r i m e n t a l  e x t e n t .  The t e c h n o l o g y  ha s not 
b e e n  d e v e l o p e d  at p r e s e n t  . . .

E P A  e c h o e d  the C o r p s '  c o n c e r n :

E P A ' s  own e x t e n s i v e  e x p e r i e n c e  w i t h  the major  o p e r a t o r s  
at Prudhoe B a y  s u p p o r t s  [the C o r p s ' ]  c o n c l u s i o n s ;  r e h a­
bi l i t a t i o n  t e c h n o l o g y  for t h e  F ^ r t h  Slope is p a r t i c u l a r l y  
lacking.

C R S  a l s o  n o t e d  that s u c c e s s f u l  r e h a b i l i t a t i o n  t e ch ni q u e s  h a v e  not
b e e n  d e v e l o p e d  for a r e a s  n o r t h  of th e B r o o k s  Range.

D. H a z a r d o u s  a nd  o t h e r  w a s t e s

1. Hazardous waste

T h e  h a z a r d o us  w a s t e  s i t u a t i o n  on t h e  N o r t h  Slope is c o m p l i ­
c a t e d  o y  a n  exemption g r a n t e d  by C o n g r e s s  u n d e r  which c e r t a i n  
w a s t e s  u n i q u e l y  a s s o c i a t e d  w i t h  o il  a n d  g a s  e x p l o r a t i o n ,  d e v e l o p ­
m e n t  a n d  pr o d u c t i o n  a r e  t e m p o r a r i l y  e x e m p t  f r o m  h a z a r d o u s  w a s t e  
r e g u l a t i o n s  pending an E P A  s t u d y .  Th e  e f f e c t  of this e x e m p t i o n  is 
to a l l o w  i n d u s t r y  to b y p a s s  r e q u i r e m e n t s  f or  handling, s t o r a g e ,  a nd
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d i s p o s a l  a n d  to minim ize  r e p o r t i n g  of t h e s e  p o t e n t i a l l y  t o x i c  

w a s t e s .  T h e  t e m p o r a r y  e x e m p t i o n  w a s  s u p p o s e d  to be cl o s e d  o y  1982, 
by  w h i c h  t i m e  E P A  was to h a v e  i s s u e d  its r e p o r t .  EPA had t o  be 
f o r c e d  to i n i t i a t e  this s t u d y  in a l a w s u i t  f i l e d  Dy T r u s t e e s  for 
A l a s k a  on b e h a l f  of the A l a s k a  C e n t e r  for t he  E n v i r o n m e n t ,  a n d  EP A 
is in the p r o c e s s  of p r e p a r i n g  t he  re port.

T h e  o i l  i n d us t ry  n e v e r t h e l e s s  g e n e r a t e s  h a z a r d o u s  w a s t e  on  the 
N o r t h  S l o p e  t h a t  is not c o v e r e d  b y  the e x e m p t i o n .  Ag en cy  f i l e s  
i n d i c a t e  a n u m b e r  of ma jor  p r o b l e m s  w i t h  t h e  h a n d l i n g  and d i s p o s a l  
of h a z a r d o u s  w a s t e s .  In 1 > S 3 ,  a m a j o r  h a z a r d o u s  was te  e v e n t  o c ­
c u r r e d  at the s i t e  of N o r t h  S l o p e  S a l v a g e ,  Inc. , wh i c h  s t o r e d  d i s ­
p o s e d  d r u m s  f r o m  North S l o p e  o p e r a t o r s .  D u r i n g  the c l e a n u p ,  o v e r  
5 8 , 0 0 0  g a l l o n s  of c o n t a m i n a t e d  l i q u i d s  w e r e  r e c o v e r e d .  E x t e n s i v e  
soil  a n d  w a t e r  c o n t a m i n a t i o n  w a s  d o c u m e n t e d  a n d  the site w a s  d e t e r­
m i n e d  to p o s e  a "serious e n v i r o n m e n t a l  a n d  h u m a n  health h a z a r d . "  
N o r t h  S l o p e  S a l v a g e  was f o u n d  g u i l t y  of n i n e  c r i m i n a l  c o u n t s .

O t h e r  h a z a r d o u s  w a s t e p r o b l e m s  ha ve  b e e n  doc um en te d.  A c ­
c o r d i n g  to A D E C ,  of 29 h a z a r d o u s  w a s t e  i n s p e c t i o n s  p e r f o r m e d  b y  E P A  
an d A D E C ,  11 r e v e a l e d  v i o l a t i o n s .  In a d d i t i o n ,  a review of a g e n c y  
f i l e s  i n d i c a t e d  that h a z a r d o u s  w a s t e  f a c i l i t i e s  have  been o p e r a t e d  
w i t h o u t  r e q u i r e d  interim s t a t u s  u n d e r  R C R A , a n d  w i t h o u t  m a n i f e s t i n g  
h a z a r d o u s  w a s t e  t r a n s p o r t a t i o n  on t he  N o r t h  S l o p e  as r e q u i r e d  by 
EPA.

2. S o l i d  w a s t e

P a s t  i n d u s t r y  waste d i s p o s a l  p r a c t i c e s  a r e  not fully k n o w n ,  
a l t h o u g h  i n d u s t r y  has i l l e g a l l y  u s e d  a n u m b e r  of wast e d i s p o s a l  
s i t e s .  A D E C  r e c e n t l y  r e q u i r e d  the c l o s u r e  of tw o u n p e r m i t t e d  o i l y  
w a s t e  p i t s  w i t h  histo ri es  o f  l e a k i n g  or o v e r t o p p i n g  fluids. S o l i d  
w a s t e s  g e n e r a t e d  by oil i n d u s t r y  o p e r a t i o n  i n c l u d e  wr ec k e d  v e h i ­
cl es , a i r p l a n e s ,  used b a t t e r i e s ,  s t y r o f o a m  p i p e l i n e  i n s u l a t i o n ,  
t i r e s ,  p r e f a b r i c a t e d  b u i l d i n g s ,  s c r a p  c o n s t r u c t i o n  m a t e r i a l s ,  l a r g e  
q u a n t i t i e s  of s c r a p  me tals, a n d  o v e r  1 0 , 0 0 0  u s e d  drums per y e a r .  A 
r e v i e w  of w a s t e  disposal p r a c t i c e s  in th e P r u d h o e  Bay E a s t e r n  
O p e r a t i n g  A r e a  f r o m  the 1 9 6 0 s  to t h e  p r e s e n t  r e v e a l e d  that f i v e  
l a n d f i l l s  w e r e  u s e d  to d i s p o s e  of d r u m s ,  s c r a p  metal, tires, 
d r i l l i n g  m u d s  a n d  a d d i t i v e s ,  s e w a g e ,  v e h i c l e s ,  i n c i n e r a t o r  a s h ,  
h e l i c o p t e r s ,  p i p e s  and e n g i n e s .

S e v e r a l  d u m p s i t e s  in t h e  P r u d h o e  B a y  a r e a  h a v e  been s u b j e c t  to 
P r e l i m i n a r y  A s s e s s m e n t s  u n d e r  t h e  S u p e r f u n d  P r o g r a m  b e c a u s e  it was  
s u s p e c t e d  t h a t  h a z ar do us  s u b s t a n c e s  w e r e  b e i n g  released.
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I M P L I C A T I O N S  F O R  T H E  A N W R  D E C I S I O N

T h e  i s s u e  of w h e t h e r  a c o r e  c a l v i n g  g r o u n d  e x i s t s  w i t h i n  th e  
A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e ,  an d  t h e  m a g n i t u d e  of imp act s of  
o i l  an d  gas d e v e l o p m e n t  or the P o r c u p i n e  C a r i o o u  H e r d  has c o n s u m e d  
t h e  v a s t  m a j o r i t y  of a t t e n t i o n  in  th is  d e b a t e .  P r e t t y  mu ch  e v e r y ­
o n e  a g r e e s  th at  t h e r e  wi ll  oe i m p a c t s  on w i l d l i f e  as a result  of 
m a j o r  o i l  a n d  g a s  d e v e l o p m e n t  in the  c o a s t a l  p l a i n .  E v e n  the s e c ­
t i o n  10 02  re po r t,  w h i c h  r e c o m m e n d s  full oil a n d  g a s  l e a s i n g  in the 
a r ea , a c k n o w l e d g e s  t h a t some of t h e s e  i m p a c t s  w i l l  te m aj or . O n l y  
t h e  p r e c i s e  m a g n i t u d e  of the i m p a c t s  c a n  s e r i o u s l y  be d e b a t e d .

W h i l e  not w i s h i n g  to m i n i m i z e  the c r i t i c a l  i m p o r t a n c e  of t h e s e  
i s s u e s ,  the T r u s t e e s / N R D C  s t u d y ,  as w e l l  as c r i t i q u e s  of t h e  
s e c t i o n  1002  r e p o r t  b y  CRS, EPA , a n d  o t h e r  e n t i t i e s ,  i n d i c a t e  t h a t  
t h e  c h r o n i c ,  l o n g - r a n g e  t h r e a t s  to  th e i n t e g r i t y  of  th e A r c t i c  
N a t i o n a l  W i l d l i f e  R e f u g e  i n c l u d e  o t h e r  far m o r e  s u b t l e ,  less 
p r e s s - w o r t h y ,  b ut  e q u a l l y  s e r i o u s  i s s u e s .  T h e  f o l l o w i n g  f u n d a­
m e n t a l  q u e s t i o n s  d e s e r v e  a t t e n t i o n  b y  t h i s  C o m m i t t e e .  Y et  m o s t  of 
t h e m  w e r e  e i t h e r  not c o n s i d e r e d  or r e c e i v e d  o n l y  c u r s o r y  t r e a t m e n t  
in the s e c t i o n  100 2 re p o r t .

1. H o w  w o u l d  th e m a s s i v e  q u a n t i t i e s  of d r i l l i n g  w a s t e s  r e­
l a t e d  to o il  a n d  ga s p r o d u c t i o n  in the  A r c t i c  N a t i o n a l  W i l d l i f e  
R e f u g e  be  h a n d l e d ?  E v e n  a s s u m i n g  t h a t  th e g r o w i n g ,  p e r v a s i v e  p o l l u -  
' ion of t u n d r a  w e t l a n d s  and p o n d s  th at  ha s b e e n  a l l o w e d  in the
I r u d h o e  Bay  a re a is a c c e p t a b l e  ( w h i c h  w e  q u e s t i o n ) ,  s u c h  i m p a c t s  
c l e a r l y  are not c o n s i s t e n t  w i t h  t h e  p u r p o s e s  of a N a t i o n a l  W i l d l i f e  
R e f u g e .

2. W h a t  w o u l d  be the l o n g - r a n g e ,  c u m u l a t i v e  i m p a c t s  of l a r g e  
n u m b e r s  of s p i l l s  of oil, d i e s e l ,  a n d  o t h e r  s u b s t a n c e s  on the e n v i ­
r o n m e n t  of t h e  c o a s t a l  p l a i n ?  W h i l e  m a n y  i n d i v i d u a l  s p i l l s  a re  
s m a l l ,  s o m e  s p i l l s  at P r u d h o e  B a y  h a v e  e x c e e d e d  h u n d r e d s  of t h o u ­
s a n d s  of g a l l o n s ,  a nd the tota l v o l u m e s  f r o m  l a r g e  n u m b e r s  of 
" s m a l l "  s p i l l s  c a n  be great.

3. W h a t  w o u l d  be  the e f f e c t s  of n u m e r o u s ,  h i g h l y  v i s i b l e  
b l a c k  s m o k e  i n c i d e n t s  on the w i l d e r n e s s  an d  o t h e r  v a l u e s  of a d j a ­
c e n t  a r e a s  of th e A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  t h a t  h a v e  a l r e a d y  
b e e n  d e s i g n a t e d  w i l d e r n e s s ?  W o u l d  s u c h  e v e n t s  r e s u l t  in l o n g - t e r m  
v i s i b i l i t y  i m p a i r m e n t ?

4. W h a t  w o u l d  b e  the l o n g - r a n g e ,  c h r o n i c  e f f e c t s  of a c i d i f i­
c a t i o n  f r o m  N O x  a n d  S O x  e m i s s i o n s  on t u n d r a  v e g e t a t i o n  w i t h i n  t h e  
c o a s t a l  p l a i n ,  a n d  w h a t  w o u l d  t h e  e f f e c t  be o n  l i c h e n  a n d  othe r 
f o o d  s o u r c e s  for w i l d l i f e ?

5. T h e  I n t e r i o r  R e p o r t  f o c u s e d  h e a v i l y  o n  t he  "n e t"  a c r e a g e  
o f  oil f a c i l i t i e s ,  e.g. how  m a n y  a c r e s  w o u l d  a c t u a l l y  b e  c o v e r e d  by 
r o a d s ,  d r i l l i n g  p a d s ,  etc. T h e y  d i d  not, as n o t e d  b y  C R S  a nd  o t h e r  
c o m m e n t e r s ,  e v a l u a t e  m a n y  of t he  s e c o n d a r y  e f f e c t s  of t h e s e  f a c i l i -
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ties, i n c l u d i n g  i n d i r e c t  h a b i c a t  m o d i f i c a t i o n  via p o n d i n g ,  a n d  
b e h a v i o r a l  i m p a c t s .  W o u l d  h a b i t a t  a l t e r a t i o n  in th e c o a s t a l  p l a i n  
e x c e e d  w h a t  I n t e r i o r  p r e d i c t s  b a s e d  s o l e l y  on the p h y s i c a l  n u m b e r  
of a c r e s  a c t u a l l y  a f f e c t e d ?

6. G i v e n  the lac k of a n y  s u b s t a n t i a l  s u c c e s s f u l  r e c l a m a t i o n  
of o i l  f a c i l i t i e s  at P r u d h o e  Bay, w h a t  a s s u r a n c e  is t n e r e  t h a t  the 
A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  w o u l d  be r e s t o r e d  to its n a t u r a l  
st a t e ,  or c l o s e  t h e r e t o ,  w h e n  d e v e l o p m e n t  is o v e r ?  G i v e n  the p a u­
c i t y  of b o n d i n g  r e q u i r e m e n t s ,  e v e n  if r e c l a m a t i o n  is t e c h n o l o g i­
c a l l y  f e a s i b l e ,  w h o  w o u l d  p a y  for s u c h  w o r k  if i r r e s p o n s i b l e  
o p e r a t o r s  a b a n d o n  s i t e s ,  as has o c c u r r e d  in th e P r u d h o e  B a y  r e g i o n ?

7. H o w  w o u l d  h a z a r d o u s  w a s t e s  be h a n d l e d ,  t r a n s p o r t e d ,  a n d  
d i s p o s e d ?  A R C O  a n d  S t a n d a r d  A l a s k a  h a v e  p e n d i n g  p e r m i t  a p p l i c a­
t i o n s  for d e e p  w e l l  i n j e c t i o n  of h a z a r d o u s  w a s t e s  at P r u d h o e  Bay. 
W o u l d  s i m i l a r  h a z a r d o u s  w a s t e  d i s p o s a l  p e r m i t s  be r e q u i r e d  for  the 
A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e ,  a n d  is t h i s  a p p r o p r i a t e  for a 
N a t i o n a l  W i l d l i f e  R e f u g e ?

8. H o w  a n d  w h e r e  w o u l d  the m a s s i v e  q u a n t i t i e s  of o t h e r  s o l i d  
w a s t e s  be  d i s p o s e d  in t he  c o a s t a l  p l a i n ?  A  l a r g e  n u m b e r  of l a n d­
f i l l s  h a v e  b e e n  u s e d  a n d  s h u t  d o w n  at P r u d h o e  Bay, s o m e  of w h i c h  
a re b e i n g  c o n s i d e r e d  for t h e  S u p e r f u n d  p r o g r a m .  W o u l d  th e s a m e  De 

t r u e  in th e  A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e ?

9. W h e r e  w o u l d  the m a s s i v e  q u a n t i t i e s  of w a t e r  an d g r a v e l  
n e c e s s a r y  to s u p p o r t  oil a n d  ga s d e v e l o p m e n t  in the a r c t i c  c o m e  
from, p a r t i c u l a r l y  g i v e n  th e  a c k n o w l e d g e d  s h o r t a g e  of f r e s h  w a t e r  
s o u r c e s  in th e  R e f u g e ?  B o t h  E P A  an d  C R S  c r i t i c i z e d  I n t e r i o r  for 
t he i r  lack  of s u f f i c i e n t  a n a l y s i s  of t h i s  i s su e.

C U M U L A T I V E  I M P A C T S

T h e  d r a f t  s e c t i o n  1 00 2 r e p o r t  e s s e n t i a l l y  d r e w  an i m a g i n a r y  
w a l l  a r o u n d  the 1002  a r e a  for p u r p o s e s  of c o n s i d e r i n g  the  e n v i r o n­
m e n t a l  e f f e c t s  cf d e v e l o p m e n t  in the r e g i o n .  T h i s  a p p r o a c h  i g n o r e d  
th e f a c t  t h a t  a v a l i d  a s s e s s m e n t  of e n v i r o n m e n t a l  i m p a c t s  m u s t  
c o n s i d e r  the c u m u l a t i v e  e f f e c t s  of d e v e l o p m e n t  in th e 'Arctic N a t i o n­
al W i l d l i f e  R e f u g e  w i t h  t h e  m a s s i v e  e x i s t i n g  a n d  p r o p o s e d  o i l  a n d  
g as l e a s i n g  s y s t e m  t h a t  c o v e r s  t he  rest of n o r t h e r n  A l a s k a ,  b o t h  
o n s h o r e  an d  o f f s h o r e .  T h i s  d e v e l o p m e n t  i n c l u d e s  e x p l o r a t i o n  an d  
e x t r a c t i o n  f r o m  the N P RA ,  s t a t e  l e a s e s  at a n d  a r o u n d  P r u d h o e  Bay, 
e x t e n s i v e  e x i s t i n g  a n d  p r o p o s e d  s t a t e  l e a s e s  in c o a s t a l  l a g o o n s  
a c r o s s  th e  e n t i r e  n o r t h e r n  A l a s k a n  co a s t ,  e x i s t i n g  a nd  p r o p o s e d  
l e a s e s  in th e B e a u f o r t  S e a  (MMS S a l e  97), a n d  e x i s t i n g  a n d  p r o p o s e d  
e x p l o r a t i o n  a n d  d e v e l o p m e n t  o n s h o r e  a nd  o f f s h o r e  in th e C a n a d i a n  
B e a u f o r t .

W h i l e  th e f i n a l  r e p o r t  a c k n o w l e d g e s  t h i s  d e f i c i e n c y ,  it p r o ­
v i d e s  no  m e a n i n g f u l  a n a l y s i s .  As n o t e d  b y  EPA:
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T h e  f i n a l  L E I S  a c k n o w l e d g e s  c u m u l a t i v e  e f f e c t s  o y  p r o­
v i d i n g  a l i s t  of p r o j e c t s  w h i c h  m i g h t  o c c u r  bu t  do es  
l i t t l e  to a c t u a l l y  e v a l u a t e  t h e i r  e f f e c t s .

M a n y  of t he  ty p e s  of e n v i r o n m e n t a l  p o l l u t i o n  d i s c u s s e d  abo ve  
t e n d  to b e  c o n s i d e r e d  m i n o r  w h e n  v i e w e d  in i s o l a t i o n ,  b u t  o e c o m e  
m o r e  s i g n i f i c a n t  w h e n  v i e w e d  o v e r  a w i d e r  a r e a  or o y e r  a l o n g e r  
p e r i o d  of t i m e .  T h e  l o s s  of i n v e r t e b r a t e  f o o d  s u p p l y  for b i r d s  in 
a s i n g l e  p o n d  w i l l  h a v e  o n l y  l o c a l i z e d  e f f e c t s ,  b u t  the d i m i n u t i o n  
of t h e s e  l o w e r  t r o p h i c  l e v e l s  o v e r  a w i d e  a r e a  a n d  o v e r  l o n g e r  
p e r i o d s  m a y  h a v e  s e r i o u s  l o n g - t e r m  c o n s e q u e n c e s .  T h u s ,  t h e  C o m m i t ­
te e s h o u l d  ask s u c h  q u e s t i o n s  as w h a t  w i l l  be t he  e f f e c t s  of c h r o­
nic  w a t e r  p o l l u t i o n  in t h e  A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  in 
c o m b i n a t i o n  w i t h  s i m i l a r  l e v e l s  of p o l l u t i o n  e l s e w h e r e  in a r c t i c  
A l a s k a ?  W h a t  a r e  t he  c u m u l a t i v e  e f f e c t s  of a i r  e m i s s i o n s  f r o m  th e 
A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  w h e n  c o n s i d e r e d  t o g e t h e r  w i t h  
s i m i l a r  e m i s s i o n s  e l s e w h e r e  o n  t he  N o r t h  S l o p e ?  D o  t h e s e  f a c t o r s  
a r g u e  e v e n  m o r e  s t r o n g l y  f or  p r e s e r v i n g  at l e a s t  a p o r t i o n  of th e 
a r c t i c  A l a s k a n  c o a s t l i n e  in its n a t u r a l  s t a t e ?

S i m i l a r  c u m u l a t i v e  i m p a c t s  i s s u e s  a r i s e  w i t h  r e s p e c t  to t he  
t y p e s  of d i r e c t  w i l d l i f e  i m p a c t s  c o n s i d e r e d  in th e  s e c t i o n  100 2 
r e p o r t .  T h e  r e s o u r c e s  t h a t  ar e t h r e a t e n e d  b y  the l e a s i n g  p r o p o s a l  
a r e  not, in m a n y  c a s e s ,  l o c a l  in n a t u r e .  T h i s  is p a r t i c u l a r l y  t r u e  
for m i g r a t o r y  s p e c i e s  s u c h  as m a r i n e  m a m m a l s ,  w a t e r f o w l  a n d  o t h e r  
b i r d  p o p u l a t i o n s ,  c a r i b o u ,  a n a d r o m o u s  fis h,  a n d  o t h e r  r e s o u r c e s .  
M o r e o v e r ,  I n t e r i o r ' s  a p p r o a c h  d o e s  not r e c o g n i z e  t h a t  h a b i t a t  
l o s s e s  w i t h i n  th e A N W R , in c o m b i n a t i o n  w i t h  s i m i l a r  h a b i t a t  l o s s e s  
e l s e w h e r e ,  m a y  h a v e  s u b s t a n t i a l  e f f e c t s  on r e g i o n a l  r e s o u r c e s .

I n t e r i o r ' s  f a i l u r e  to c o n s i d e r  c u m u l a t i v e  i m p a c t s  is a l l  th e 
m o r e  d i f f i c u l t  to u n d e r s t a n d  in l i g h t  of t h e  f a c t  t h a t  th e  d e v e l o p­
m e n t  of t he A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  is c o n s i d e r e d  a n e c e s­
s a r y  e c o n o m i c  p r e r e q u i s i t e  to t h e  d e v e l o p m e n t  of t h e  n e a r s h o r e  
c o a s t a l  l a g o o n s  o w n e d  b y  t he  s t a t e .  I n d e e d ,  d e v e l o p m e n t  of th e tw o 
a r e a s  w i l l  a l m o s t  c e r t a i n l y  s h a r e  o n s h o r e  s u p p o r t  f a c i l i t i e s ,  i n ­
c l u d i n g  p o r t  a n d  l o a d i n g  a r e a s .  Ye t the 1 0 0 2  r e p o r t  f a i l s  to a d ­
d r e s s  the c u m u l a t i v e  e f f e c t s  of d e v e l o p m e n t  w i t h i n  the  10 02  area 
w i t h  d e v e l o p m e n t  of th e c o a s t a l  l a g o o n s  a l o n g  t h e  e n t i r e  c o a s t  of 
the R e f u g e .  G i v e n  t h e  i n t e n s i v e  us e of t h i s  a r e a  b y  r e s o u r c e s  t h a t  
m i g r a t e  b e t w e e n  o n s h o r e  a n d  o f f s h o r e  ar eas , s u c h  as b i r d s ,  m a r i n e  
m a m m a l s ,  a n d  a n a d r o m o u s  fis h,  t h i s  f l a w  is f a t a l  to th e a d e q u a c y  of 
I n t e r i o r ' s  r e v i e w .

S i m i l a r l y ,  t h e  1 0 0 2  r e p o r t  d o e s  not  a d d r e s s  th e r e l a t i o n s h i p  
b e t w e e n  1 0 0 2  d e v e l o p m e n t  a n d  p r o p o s e d  f e d e r a l  O C S  l e a s i n g  in the 
B e a u f o r t  Sea . I n c r e d i b l y ,  a t  t h e  s a m e  t i m e  t h a t  its s i s t e r  a g e n c y  
is p r o p o s i n g  f u l l l e a s i n g  of the  A N W R  c o a s t a l  p l a i n ,  M M S  a s s u m e s  in 
its S a l e  97 (B e a u f o r t  Sea) D E I S  t h a t  e f f e c t s  o n  t he  P o r c u p i n e  C a r i ­
bou  H e r d  f r o m  a p i p e l i n e  a n d  r o a d  a c r o s s  t h e  c o a s t a l  p l a i n  are  "not 
l i k e l y  to o c c u r  ... s i n c e  ar o n s h o r e  p i p e l i n e  is no t  a s s u m e d  to 
o c c u r  u n d e r  t h e  p r o p o s a l "  ip. I V - B - 6 8 ) . But if o i l  d e v e l o p m e n t
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o c c u r s  in b o t h  th e A N W R  a n d  in the e a s t e r n  p o r t i o n  of the B e a u f o r t  
Sea, p i p e l i n e s  f r o m  the e a s t e r n  B e a u f o r t  w o u l d  l o g i c a l l y  i n t e r s e c t  

the A N W R  o n s h o r e  p i p e l i n e .  Yet t he  c u m u l a t i v e  e f f e c t s  of this 
d e v e l o p m e n t  a r e  n o t  c o n s i d e r e d  in e i t h e r  d o c u m e n t .

P e r h a p s  the m o s t  g l a r i n g  e x a m p l e  is I n t e r i o r ' s  s t a t e m e n t  that 
d i s t u r b a n c e  to p o l a r  b e a r  d e n n i n g  sites:

w o u l d  no t l i k e l y  a f f e c t  the s p e c i e s '  o v e r a l l  s u r v i v a l ,  so 
l on g  as s i m i l a r  i n t e n s i v e  d e v e l o p m e n t  d i d  no t o c c u r  a l o n g  
t he  e n t i r e  n o r t h e r n  c o a s t  of A l a s k a  a n d  C a n a d a .

100 2 R e p o r t ,  at 130. B u t  as n o t e d  a b o v e ,  s i m i l a r  i n t e n s i v e  d e v e l o p  
m e n t  i s  e i t h e r  o c c u r i n g  or p l a n n e d  t h r o u g h o u t  t h e  n o r t h e r n  c o a s t  of 
A l a s k a  a n d  C a n a d a .  T h e  1002  r e p o r t  n o t e s  th e  p o s s i b l e  e f f e c t s  of 
l o s s e s  of p o l a r  b e a r  d e n n i n g  s i t e s  on the  o v e r a l l  p o p u l a t i o n .  In 
p a r t i c u l a r ,  A m s t r u p  et al. a s s e r t  th at  th e B e a u f o r t  p o p u l a t i o n  can 
w i t h s t a n d  l i t t l e  if a n y  i n c r e a s e  in th e m o r t a l i t y  rate  of fe ma l e s .  
In l i g h t  of t h e s e  r e a l i t i e s ,  the lac k of a c u m u l a t i v e  i m p a c t s  a n a l y  
sis of th is  i s s u e  is d i f f i c u l t  to u n d e r s t a n d .  N o t a b l y ,  the S a l e  97 
D E I S  p r e d i c t e d  " m o d e r a t e "  e f f e c t s  o n  th e p o l a r  b e a r  p o p u l a t i o n  
w i t h o u t  c o n s i d e r a t i o n  of d e v e l o p m e n t  in the A N W R  or in t he s t a t e  
c o a s t a l  s a l e s .  O b v i o u s l y ,  t h e s e  e f f e c t s  w i l l  be f u r t h e r  e x a c e r­
b a t e d  by  d i s t u r b a n c e  to d e n n i n g  s i t e s  in t h e  C a m d e n  B a y  a n d  D e m a r c a  
ti on  Ba y  l a g o o n s ,  a n d  in th e A N W R  c o a s t a l  p l a i n .  No a g e n c y  has 
e v a l u a t e d  t h e  t o t a l  i m p a c t  on th e  p o l a r  b e a r  p o p u l a t i o n .

A n o t n e r  e x a m p l e  of a n  i m p o r t a n t  c u m u l a t i v e  i m p a c t  i g n o r e d  in 
the 1002  r e p o r t  is th e  e f f e c t  of p o r t  a n d  c a u s e w a y  d e v e l o p m e n t  on 
w a t e r  q u a l i t y  a n d  f i s h  m i g r a t i o n .  I n t e r i o r  p r e d i c t s  g e n e r a l l y  
m i n o r  to m o d e r a t e  e f f e c t s  on a q u a t i c  r e s o u r c e s  f r o m  c a u s e w a y  c o n­
s t r u c t i o n .  1 0 0 2 R e p o r t ,  at 138. Y e t  e v i d e n c e  i n d i c a t e s  t h a t  the 
W e s t  Doc k a n d  E n d i c o t t  c a u s e w a y s  at P r u d h o e  B a y  a r e  a l r e a d y  r e­
s u l t i n g  in a d v e r s e  e f f e c t s ,  an d  the S a l e  97 D E I S  (p. I V - B - 2 4 - 2 5 )  
p r e d i c t s  M A J O R  c u m u l a t i v e  o f f s h o r e  e f f e c t s  f r o m  a d d i t i o n a l  d e v e l o p­
me n t s ,  w i t h o u t  i n c l u d i n g  d e v e l o p m e n t  in the A N W R  a n d  the o f f s h o r e  
s t a t e  w a t e r s .  I n t e r i o r  no t  o n l y  u n d e r s t a t e s  th e p o t e n t i a l  e f f e c t s  
of s i m i l a r  d e v e l o p m e n t s  in the A N W R  a l o n e ,  but  f a i l s  to c o n s i d e r  
the c u m u l a t i v e  e f f e c t s .

S i m i l a r  a r g u m e n t s  c a n  be r a i s e d  w i t h  r e s p e c t  to a l a r g e  n u m o e r  
of a d d i t i o n a l  i s s u e s .  T h e  c o n t i n u a t i o n  of the p r o p o s e d  p i p e l i n e  
a c r o s s  the c o a s t a l  p l a i n  on s t a t e  l a n d s  b e t w e e n  P r u d h o e  B a y  a n d  the 
C a n n i n g  R i v e r ,  w h i c h  w o u l d  o c c u r  as a d i r e c t  r e s u l t  of the d e v e l o p­
m e n t  of the c o a s t a l  p l a i n ,  w i l l  t r a n s e c t  a m a j o r  c a l v i n g  a r e a  for 
the C e n t r a l  A r c t i c  C a r i b o u  H e r d  ( C A H ) , b u t  no a n a l y s i s  of t h e  e f­
f e c t s  of t h i s  d e v e l o p m e n t  on the C A H  is g i v e n .  T h e  S a l e  97 D E I S  
e n g a g e s  in a c o m p r e h e n s i v e  c u m u l a t i v e  o i l  s p i l l  a n d  f u e l  s p i l l  risk 
a s s e s s m e n t ,  b u t  e x p r e s s l y  o m i t s  the A N W R  a n d  o f f s h o r e  s t a t e  sa les . 
T h i s  g a p  is not  f i l l e d  b y  t he  100 2 r e p o r t ,  d e s p i t e  t he n e e d  to 
t r a n s p o r t  l a r g e  q u a n t i t i e s  of fuel t h r o u g h  t he  t w o  p r o p o s e d  port  
f a c i l i t i e s .
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C O N C L U S I O N

T h e  C o m m i t t e e  w i l l  u n d o u b t e d l y  g a i n  a far g r e a t e r  a p p r e c i a t i o n  
of th e s h e e r  m a g n i t u d e  of o il  d e v e l o p m e n t  in a r c t i c  A l a s k a  d u r i n g  
its f o r t h c o m i n g  t r i p  to P r u d h o e  Bay. Y o u  w i l l  a l s o  h o p e f u l l y  ga in  
an a p p r e c i a t i o n  of t he f r a g i l e  b e a u t y  of th e c o a s t a l  p l a i n  of the 
A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e ,  an d  its d e s e r v i n g  p l a c e  a m o n g  the 
g r e a t  n a t u r a l ,  p r o t e c t e d  e c o s y s t e m s  of N o r t h  A m e r i c a .  T h e  c o n t r a s t  
w i l l  br g r e a t ,  p e r h a p s  c o m p e l l i n g .  H o p e f u l l y ,  t he  C o m m i t t e e  w i l l  
re t u r n  f r o m  A l a s k a  w i t h  a r e a l i z a t i o n  t h a t  oil a n d  gas  d e v e l o p m e n t  
in the  A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e ,  p a r t i c u l a r l y  g i v e n  c u r r e n t  
t e c h n o l o g i e s  for a r c t i c  d e v e l o p m e n t ,  c a n n o t  be a c c o m p l i s u e a  w h i l e  
p r e s e r v i n g  the f u n d a m e n t a l  i n t e g r i t y  of the A r c t i c  N a t i o n a l  W i l d ­
l i f e  R e f u g e .  C o n g r e s s  m u s t  c h o o s e  b e t w e e n  the h y d r o c a r b o n  v a l u e s  
of th e r e g i o n  a n d  th e i n t e g r i t y  of its n a t u r a l  e c o s y s t e m .  The  
N a t i o n  c a n n o t  h a v e  b o t h .

T h a n k  y o u  v e r y  m u c h  for t h i s  o p p o r t u n i t y  to t e s t i f y  at thi s  
b r i e f i n g .  I h o p e  you e n j o y  y o u r  v i s i t  to A l a s k a  n e x t  m o n t h .
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DNR geologists and g e o p h ys ist s are in u nanimous agreement tnat lanes w i t h i n  

the coastal plain of ANWR represent the oest remaining p o t e n t i a l  for major 

oil and gas d is co ve rie s in Alast:a. This e s t im at ed pote nt ia l suostantialiy 

exceeds tnat of remaining ^ l e a s e d  state lands, under c u r re nt law, federal 

leasing of ANWR lands for oil and gas d e v e lo pm en t would yield 90 percent of 

any oonuses, rentals and royalty income to the state. In addition, tne 

state would receive severance, corporate, o ro perty and c o n s e r v a t i o n  taxes 

from de ve lo pm ent  of ANWR leases. However, the royalty share alone co ul d 

co ns ti tu te upward s of 70 p e rc en t of total state revenue from p o t ent ia l ANWR  

development.

Both past and p ro p o s e d  ANWR land trades with native c o r p o r a t i o n s  reduce tne 

revenue pote nt ial  to the state oy e l i m i na ti ng tne state's snare of pote nt ia l 

federal oonuses, rentals and royalties, Put not state taxes. A it no ugn  :ne 

state's overa ll  seve ra nce  tax revenues would increase from de v e l o p m e n t  of 

ANWR re gardless of w h et he r or not the royalty share is r ed uc ed Dy exchanges, 

this gain is i n c o n s e q u e n t i a l  by c o m p a r i s o n  to the state's p o t e n t i a l  royalty 

loss from ad di t i o n a l  federal exc han ge s with third parties.

Given ANWR's oil and gas potential, t hese losses could be substantial. The 

att ac he d table r eflects the staff est im at es  of the rel at iv e state reven ue  

impacts of ANW R d e v e l o p m e n t  a s s u m i n g  no a d d i t i o n a l  e x c ha ng es  and no 

leg is la tiv e re d u c t i o n  in the state's 90 perce nt  share of re ve n u e s  from 

leasing in ANWR. The reven ue  p r o j e c t i o n s  c o n t a i n e d  in T a b l e  1 are d e r i v e d  

from the .geological, g e o p h y s i c a l  and e co nomic inf orm at io n c o n t a i n e d  in the 

O ra ft  ANW R C o a s t a l  P l a i n  R e s o u r c e  A s s e s s m e n t  (1002 R ep ort). T he d raft 

re po rt  dat a and a ss u m p t i o n s  w e r e  use d by the federal g o v e r n m e n t  to c om put e 

the Net  N a t i o n a l  E c o n o m i c  B e n e f i t s  (NNEB) from leasing ANWR and to pr o v i d e  

the j u s t i f i c a t i o n  for the po li cy  r e c o m m e n d a t i o n s  c o n t a i n e d  w i t h i n  the report.

Sp ec if ic  a s s u m p t i o n s  u n d e r l y i n g  the a tta c h e d  revenue p r o j e c t i o n s  are not 

cr u c i a l  to the basic issue, w hi ch  is one of r el at iv e snares, or how the 

po t e n t i a l  pie is sliced ra the r than a bs ol u t e  amount(s) involved. N o  revenue 

p r o j e c t i o n  or f or ecast that has the year 2000 as a b as e  year can be treatec 

as a likely outcome. It is m or e  p ro pe rly  vi ew ed  as "one p o s s i b l e  outcome." 

The use of feder al  r e v e n u e  number:. just assur es us that we are all sp eaking 

the same language.
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The assumptions underlying the escimar.es of potential lana crace-relatec 

revenue gains and losses Co cne scace nave geological, geoonysical and 

economic comoonencs. The 1002 Report incicaces cnac if oil is discovered, 

cne average recoveraDle reserves are escimaced ac 3.2 oiilion oarrels. Tnis 

quancicy was used for cne NNEB estimate derived Oy 9LM for the a-at' •: 1CC2 

report, and provides the "a ssumed” reserve oase or recoveracle reserves for 

tnis discussion. In our analysis, production would commence (from two 

fields) in 2000 at a 1984 dollar price of $33.00 per oarrel, ana escalate ac 

one percent per year in real terms (production from one of the fields could 

De delay ed  for a year or two without suDstantially a ff ecting tne results). 

All es timates are in 1984 dollars, hence they are net of inflation, cut trey 

are not d i sc ou nte d to reflect the time value (time preference) of funcs to 

the state.

The es timates are for the years 2000 through 2010. P r o d u c t i o n  cannot 

r ea listically De expected much oefore that time, and the D ep ar t m e n t  of 

R e ven ue  c urrently ooes not prc.lde estimates of Prudhoe Bay revenues 

e m o od yi ng  the federal price assump ti ons  for periods Deyond 2010.

As TaDle I illustrates, pot en tia l ANWR revenues to the state (even g i v e n  

curre nt AS RC /K IC innoidings) could De substantial, exc eed in g those of 

P r u d h o e  Bay Dy the year 2 0 0 3 . By the year 2010, ANWR's revenue p o t e n t i a l  is 

almost dou Dle  that of Pr u o h o e  Bay u sing the federal price a s s u m p t i o n s . This 

w o u l d  De true of almost any set of prices ex ceeding the de ve lo pme nt  

thr es ho ld for ANWR. Ba se d upon the a s s u mp ti ons  we nave  analyzed, any 

further transfers of p r o s pec ti ve  ANWR lands from federal j ur is d i c t i o n  

reduces the state's p e r - D a r r e l  revenue p o t ent ia l Dy adout 70 perc en t as a 

result of loss to the state of p o t en tia l royalties, Donuses and rentals. As 

can De seen from T ab le  1, the p o t e n t i a l  royalty revenue at stake e x ce ed s six 

Di l l i o n  dollars.

we b e li ev e a s ig ni ficant transfer of revenue po t e n t i a l  has already o c c ur ed 

by vi rt ue of AS RC 's  recei pt of s u bs ur fa ce title to the two in ho l d i n g s  near 

kakt ov ik.  The Oil avj Gas Secti on  of OMG GS  has es t i m a t e d  that up to 25 % of 

AN WR ' s  oil and gas r e se rv e p o t e n t i a l  may be co n t a i n e d  in lands already 

r ec e i v e d ' b y  ASRC. Thus, this land trade could cost the state as much as 

$1.6 b il l i o n  (1984 $) in lost royalty r ev enues if the a s s u m pt io ns  used  in 

the draft 1002 report and in this an alysis are assumed. T he  volume of oil 

and g as  d i s c o v e r e d  and its r el at ive  loc ati on s will  u l t i m a t e l y  d e t e r m i n e  tne 

e x t e n t  of the reve nue  " l o s s” assoc i a t e d  with the p r e v i o u s  A SRC /K IC  land 

trades and any future land trades.

A t t a c h m e n t

0 2 7 4 P



TABLE I

EST IMATED P OTENTIAL INCOf^ 2 0 0 0  TO 2010* 

(?06 1984$)

Year

R o v a 1 tv

Prudhoe Bay 

Severance Total

ANWR

(with c u r r e n t  ASRC inholding) 

Roya lty  Severance Total

AN W R  R e v e n u e  as 

of P.B. R ev en ue

20 0 0

• ' V  F  U  » v  f

1056 670 1726 155 0 155 9

2001 923 573 1496 528 234 762 51

200 2 814 488 1302 767 412 1179 85

2 0 0 3 711 419 1130 779 41 8 1197 106

2004 625 362 987 790 425 1215 123

2005 534 313 847 711 431 1142 135

2 0 0 6 430 266 6 % 629 341 970 139

20 0 7 359 223 582 560 266 826 142

2 0 0 8 294 179 473 506 206 712 151

20 0 9 235 138 373 448 148 596 160

201 0 159 100 259 406 105 511 197

6140 3731 9871 6279 2986 9265

•T

* using federal p r ice  assumptions

,1 «
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A L A S K A  OIL & GAS ASSN.
O C T O B E R  1987

UETHSDQLQGX

D u r i n g  t h e  p e r i o d  of O c t o b e r  15 t h r o u g h  O c t o b e r  25, 1987,

513 A l a s k a n s  ove r the age of 18, in 51 A l a s k a n  c o m m u n i t i e s  

w e r e  p e r s o n a l l y  c o n t a c t e d  by t e l e p h o n e  by p r o f e s s i o n a l  

i n t e r v i e w i n g  e m p l o y e e s  of the D i t t m a n  R e s e a r c h  C o r p o r a t i o n  

of A l a s x a .  T h e  v i e w s  a n d  o p i n i o n s  of the A l a s k a n  r e s i d e n t s  

w e r e  r e c o r d e d  on a s t r i c t l y  c o n f i d e n t i a l  basis.

B§ S§ £ISb_D§ § ASD " A  r a n d o m  s a m p l e  d e s i g n  w a s  f e a t u r e d  w h i c h  

p r o v i d e d  t h a t  all a d u l t  r e s _ d e n t s  of the c o m m u n i t i e s  

i n c l u d e d  h a d  e s s e n t i a l l y  a n  e q u a l  c h a n c e  of b e i n g  

i n t e r v i e w e d .

Sampl_e_S§ lgsti2o ~ T h e  s a m p l e  w a s  r a n d o m l y  s e l e c t e d  f r o m  

c u r r e n t  t e l e p h o n e  s u b s c r i b e r s  l i s t e d  in t he  m o s t  cu r re nt  

d i r e c t o r y  for e a c h  c o m m u n i t y .

Di£tQ}§D B§§£3I£b e m p l o y e e s  c o m p l e t e d  coding, ed it ing , data 

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

t n r o u g h  t h e  i n - h o u s e  D i t t m a n  R e s e a r c h  C o r p o r a t i o n  C o m p u t e r  

s y s t e m  f e a t u r i n g  t h e  Sfc§tiSfcisal_P££l<3g£ tfcg Sssi§l 

§£i§B£25 (SPSS/PC+) p r o g r a m s .  Th e  SP SS  p r o g r a m  is one  of 

th e m o s t  s o p h i s t i c a t e d  r e s e a r c h - o r i e n t e d  da ta  p r o c e s s i n g  a n d  

a n a l y t i c a l  s y s t e m s  a v a i l a b l e ,  a n d  is d e s i g n e d  s p e c i f i c a l l y  

for tn e p r o c e s s i n g  a n d  a n a l y s i s  of s u r v e y  r e s e a r c h  data.

dittman research c o r p o r a t i o n



A L A S K A  OIL & G A S  ASSN.
O C T O B E R  1987

F I N D I N G S :

S t a t e - w i d e ,  A l a s k a n s  r e m a i n  v e r y  f a v o r a b l e  a b o u t  the 

e f i e c t  oil a n d  gas d e v e l o p m e n t  h a s  h a d  on t h e  stat e. ..

Q u e s t i o n :

"On a n  Qy'scall basis, do y o u  f e el  oil a n d  g as  
d e v e l o p m e n t  ha s  been  g o o d  or b a d  for A l a s k a ? "

R e s p o n s e :

84% G o o d  
5% Ba d 

10% S o m e  of B o t h

...a f i n d i n g  w h i c h  r e m a i n s  c o n s i s t e n t l y  a n d  s t r o n g l y  

p o s i t i v e  over  m a n y  ye ar s . . .

R e s u l t s  R e s u l t s  R e s u l t s  R e s u l t s  

Q£t*_.!.S2 Actil_l§5 S£Et*_I§4

G o o d ........  84% 82% 85% 83%
B a d ..........  5% 7% 6% 5%
B o t n   10% 10% 8% 11%

D I T T M A N  R ESEARCH C O R P O R A T I O N



A L A S K A  OIL & GAS ASSN.
O C T O B E R  1987

L o o k i n g  s p e c i f i c a l l y  at the A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e ,  over 

t n r e e - q u a r t e r s  of A l a s k a n s  (77%) a r e  s u p p o r t i v e  of a l l o w i n g  oil 

a n u  gas o p e r a t i o n s  w i t h i n  t h e  A N W R  C o a s t a l  Plain, w h i l e  19% are 

o p p o s e d . ..

Q u e s t i o n :
"T her e is a d e b a t e  in t he  U.S. C o n g r e s s  r e g a r d i n g  oil 
a n u  gas  o p e r a t i o n s  in t h e  1.5 m i l l i o n  a c r e  C o a s t a l  
P l a i n  w i t n i n  t h e  1 9 - m i l l i o n  a c r e  A r c t i c  N a t i o n a l  
W i l d l i f e  R e f u g e .  C o m m o n l y  k n o w n  as A N W R  ("AN W A H R " ), 
t h i s  r e f u g e  is l o c a t e d  b e t w e e n  P r u d h o e  B a y  a n d  t h e  
C a n a d i a n  border. W h a t  is y o u r  o p i n i o n  —  do y o u  feel 
oil a n d  gas o p e r a t i o n s  s h o u l d  or s h o u l d  no t be a l l o w e d  
w i t n i n  t h e  A N W R  ("AN W A H R " )  C o a s t a l  P l a i n ? "

R e s p o n s e :  77% S h o u l d
19% S h o u l d  not
5% U n s u r e

... an  i n c r e a s e  of 8 p e r c e n t  in the  " s h o u l d "  c a t e g o r y  a n d  a

d e c r e a s e  of 7 p e r c e n t  in " s h o u l d  n o t "  f r o m  a s i m i l a r l y

w o r d e d  q u e s t i o n  last y e a r . . .

R e s u l t s  R e s u l t s  

Q s t x - i S Z  N a 2 * _ i S S
S h o u l d .............  77% 69%
S h o u l d  n o t . . . . . .  19% 26%
U n s u r e .............  5% 5%

D I T T M A N  R ESEARCH C O R P O R A T I O N



A L A S K A  OIL & G A S  ASSN.
O C T O B E R  1987

R e a s o n s  for s u p p o r t  of A N W R  oil a n d  g as  o p e r a t i o n s  

re l a t e  p r i m a r i l y  to s t i m u l a t i o n  of t h e  g S Q D S S Y f

a pifitfSD tcafilS I S S S l d  a n d  a Q g g d  9il...

Q u e s t i o n :

"Why s h Q U l d  it be a l l o w e d ? "

R e s p o n s e :

22% G o o d  for the e c o n o m y / s t a t e  
20% P r o v e n  sa fe  
19% N e e d  t h e  oil 

8% OK, but w i t h  s t r i c t  c o n t r o l s  
5% D o n ' t  lo ck  up  l a n d / l a n d  fo r p e o p l e  
5% J o bs

. . . w i t h  the " e c o n o m i c  n e e d "  i n c r e a s i n g  f r o m  13% last y e a r . . .

ISSfi-BSSUltS

13% G o o d  for the  e c o n o m y / s t a t e  
20% P r o v e n  s a f e  
16% N e e d  t h e  oil 
11% OK, but w i t h  s t r i c t  c o n t r o l s  
5% D o n ' t  l o c k  up  l a n d / l a n d  for  p e o p l e  
3% J o b s

D I T T M A N  RE S E A R C H  C O R P O R A T I O N



A L A S K A  OIL & GAS ASSN.
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A t  t he oth er  en d  of th e scale, o p p o s i t i o n  is a l m o s t  

e n t i r e l y  f r o m  a p r o t e c t i o n i s t  p o i n t - o f - v i e w . ..

Q u e s t i o n :

"Why a h s y l d o i t  it be a l l o w e d ? "

R e s p o n s e :

14% P r o t e c t  t h e  e n v i r o n m e n t  
3% Oil g l u t / p r i c e s / k e e p  in  g r o u n d  
1% P o or  t r a c k  r e c o r d  
1% M i s c e l l a n e o u s

. . . w h i c h  a g a i n  is s i m i l a r ,  but l o w e r  t h a n  l a s t  y e a r ' s  

f i n d i n g s . ..

18% P r o t e c t  the  e n v i r o n m e n t  
7% Oil g l u t / p r i c e s / k e e p  in ground-
—  Poor t r a c k  r e c o r d
—  M i s c e l l a n e o u s

D I T T M A N  RE S E A R C H  C O R P O R A T I O N



A L A S K A  OIL & G A S  ASSN.
O C T O B E R  1987

A s  far as  t h e  e n v i r o n m e n t a l  t r a c k  r e c o r d  is c o n c e r n e d ,  

A l a s k a n  r e s i d e n t s  c o n t i n u e  to g i v e  t h e  oil i n d u s t r y  

h i g h  m a r k s  f or  t h e i r  P r u d h o e  B a y  a n d  A r c t i c  N o r t h  S l o p e  

o p e r a t i o n s  o v e r  t h e  y e a r s . . .

Q u e s t i o n :

" L o o k i n g  at  p a s t  h i s t o r y ,  do y o u  f e e l  t h e  oil 
a n d  g a s  i n d u s t r y  or q q £ o p e r a t e d  in 
a n  e n v i r o n m e n t a l l y  s a f e  m a n n e r  at P r u d h o e  B a y  
a n d  o n  t h e  A r c t i c  N o r t h  S l o p e ? "

R e s p o n s e :

88% H as  
5% H as  not 
7% U n s u r e

... a g a i n,  s t r o n g  c o n s i s t e n c y  of o p i n i o n  is n o t e d . . .

86% H as  
5% H a s  not 
7% U n s u r e

D I T T M A N  RE S E A R C H  C O R P O R A T I O N



A L A S K A  OIL & GAS ASSN.
O C T O B E R  1987

C o n s e q u e n t l y ,  A l a s k a n s  fee l th at  o p e r a t i o n s  be 

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

s t a t e . ..

Q u e s t i o n :

"Do y o u  g e n e r a l l y  b e l i e v e  t h e  oil a n d  gas 
i n d u s t r y  c an  or c a n n o t  o p e r a t e  s a f e l y  in 
w i l d l i f e  r e f u g e s  i n  A l a s k a ? "

R e s p o n s e :

88% C a n  
8% C a n  not 
4% U n s u r e

. . . w h i c h  is a s l i g h t  i n c r e a s e  o v e r  1 9 8 6 's h i g h l y  p o s i­

ti v e  f i n d i n g s . ..

83% C a n  
14% C a n  not 
3% U n s u r e

D I T T M A N  RESEARCH C O R P O R A T I O N



A L A S K A  OIL & G A S  ASSN.
O C T O B E R  1987

T h e  " g o o d  t r a c k  r e c o r d "  w h i c h  h a s  been  e s t a b l i s h e d  at 

P r u d h o e  B a y  is t he  f a c t o r  m e n t i o n e d  by mo st  (45%) , an d 

a n o t h e r  16% are c o n f i d e n t  t h a t  t h e r e  is " s u f f i c i e n t  

a b i l i t y  a n d  t e c h n o l o g y  for s a f e  o p e r a t i o n s . "  R o u g h l y  

o n e - o u t - o f - f o u r  (28%) m e n t i o n  the fact t h a t  t h e r e  w i l l  

be " ca re ful  m o n i t o r i n g  a n d  s t r i c t  c o n t r o l s " . . .

Q u e a t i o n :

" . . . a n d  w h y  £ a n / 2 3 Dlt t h e y  o p e r a t e  s a f e l y ? "

Response:

45% G o o d  t r a c k  r e c o r d
28% B e c a u s e  it wi ll  be s t r i c t l y  c o n t r o l l e d
16% T e c h n o l o g y / a b i l i t y  e x i s t s  
1% L ot s of l a n d  - i m pac t w o u l d  be s l i g h t

5% N e e d  to p r o t e c t  w i l d l i f e / e n v i r o n m e n t  
5% Po or t r ac k r e c o r d

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

D I T T M A N  RESEARCH C O R P O R A T I O N



Alaska Oil and Gas Association

121 W. Fireweed Lane, Suite 2U7 
Anchorage, Alaska 99503-2035 
(907) 272-1481

F O R  I M M E D I A T E  R E L E A S E  

J a n u a r y  22, 1988

T H R E E  O U T  O F  F O U R  A L A S K A N S  F A V O R  
O I L  A N D  G A S  O P E R A T I O N S  I N  T H E  

A N W R  C O A S T A L  P L A I N

O v e r  t h r e e - q u a r t e r s  o f  A l a s k a n s  s u r v e y e d  in a r e c e n t  s t a t e w i d e  

p o l l  s u p p o r t  o i l  a n d  g a s  o p e r a t i o n s  in t he  1.5 m i l l i o n - a c r e  C o a s t a l  

P l a i n  o f  t h e  A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e .

T h e  s u r v e y  w a s  c o n d u c t e d  f or  t h e  A l a s k a  O i l  a n d  G a s  A s s o c i a t i o n

b y  D i t t m a n  R e s e a r c h  C o r p o r a t i o n  o f  A l a s k a .

T h e  r e a s o n s  c i t e d  m o s t  f r e q u e n t l y  b y  t h e  77 p e r c e n t  w h o  f a v o r e d  

a l l o w i n g  o i l  a n d  g a s  o p e r a t i o n s  in t h e  A N W R  C o a s t a l  P l a i n  w e r e ;  (1) 

s t i m u l a t i o n  o f  t h e  s t a t e ' s  e c o n o m y ,  (2) i n d u s t r y ' s  p r o v e n  a b i l i t y  to 

o p e r a t e  in an e n v i r o n m e n t a l l y  s a f e  m a n n e r  a n d  (3) n e e d  fo r  t h e

p e t r o l e u m  r e s o u r c e s .

T h r e e  t y p i c a l  r e s p o n s e s  to  t h e  q u e s t i o n  o f  w h y  p e t r o l e u m

o p e r a t i o n s  s h o u l d  b e  a l l o w e d  in t h e  A N W R  C o a s t a l  P l a i n  w e r e ,  t h e  

U.S . n e e d s  t h e  o i l  a n d  A l a s k a  n e e d s  t h e  i n c o m e  a n d  t h e  j o bs , o i l  a n d  

g a s  o p e r a t i o n s  in  t h e  C o a s t a l  P l a i n  o f  A N W R  w o u l d  b e  g o o d  for  t h e  

s t a t e  e c o n o m y  w i t h  n o  s i g n i f i c a n t  t h r e a t s  t o  t h e  e n v i r o n m e n t  a n d  w e  

n e e d  t h e  m o n e y — w e  n e e d  t h e  jobs.

F O R  FURTHEP. I N F O R M A T I O N  
C O N T A C T :  A R D I E  M E R B S

2 7 2 - 1 4 8 1  

OR: D A V E  D I T T M A N
2 4 3 - 3 3 4 5

(more)



A L A S K A  O I L  A N D  G A S  A S S O C I A T I O N2-2-2-2-2-2-2-2-2-2-2-2-2-2-2-

" T h e  s u r v e y  r e s u l t s  c l e a r l y  s h o w  t h a t  A l a s k a n s  r e c o g n i z e  th e  

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

W i l l i a m  W. H o p k i n s ,  E x e c u t i v e  D i r e c t o r  o f  t h e  A l a s k a  O i l  a n d  G a s  

A s s o c i a t i o n .  " A n o t h e r  s i g n i f i c a n t  i_.. ting o f  t he  s u r v e y  is t h e  

o v e r - w h e l m i n g  m a j o r i t y  o f  A l a s k a n s  w h o  f e e l  p e t r o l e u m  d e v e l o p m e n t  

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

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

g o o d  f o r  A l a s k a .

" M a n y  A l a s k a n s  r e c o g n i z e  t h e  n a t i o n a l  n e e d  for s e c u r e  d o m e s t i c  

p e t r o l e u m  r e s o u r c e s , "  H o p k i n s  s a i d .  " A l a s k a  c u r r e n t l y  p r o v i d e s  

n e a r l y  25 p e r c e n t  o f  t h e  c o u n t r y ' s  d o m e s t i c  p r o d u c t i o n .  O i l  p r o d u c ­

t i o n  f r o m  t h e  l o w e r  48 s t a t e s  h a s  d r o p p e d  b y  o n e  m i l l i o n  b a r r e l s  a 

d a y  s i n c e  F e b r u a r y ,  1 9 8 6 .  O i l  i m p o r t s  h a v e  i n c r e a s e d  a l a r m i n g l y .  

O u r  c o u n t r y  c u r r e n t l y  i m p o r t s  a b o u t  40 p e r c e n t  o f  i ts  oil . 

E x p l o r a t i o n  o f  t h e  A N W R  C o a s t a l  P l a i n  is v i t a l l y  i m p o r t a n t  to  t h e  

n a t i o n  a n d  t o  A l a s k a .  I f  o i l  e x p l o r a t i o n  w e r e  a l l o w e d  t o d a y ,  it 

w o u l d  b e  a t  l e a s t  10 t o  15 y e a r s  b e f o r e  w e  c o u l d  p r o d u c e  a n y  oil . 

By  t h a t  t i m e ,  t h e  t r a n s  A l a s k a  p i p e l i n e  is p r o j e c t e d  to  c a r r y  o n l y  

a b o u t  o n e - h a l f  o f  its c u r r e n t  t h r o u g h p u t  o f  2 m i l l i o n  b a r r e l s  a 

d a y ."

N e a r l y  n i n e  o u t  o f  ten , 88 p e r c e n t ,  o f  A l a s k a n s  s u r v e y e d  f e e l  

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

m a n n e r  a t  P r u d h o e  Bay , j u s t  65 m i l e s  w e s t  o f  t h e  A N W R  C o a s t a l  P l a i n .

(more)



A n  i d e n t i c a l  88 p e r c e n t  f e e l  t h e  o i l  i n d u s t r y  c a n  o p e r a t e  s a f e l y  in 

w i l d l i f e  r e f u g e s  in A l a s k a .

R e s p o n d e n t s  in A n c h o r a g e ,  C e n t r a l  a n d  S o u t h c e n t r a l  A l a s k a  

f a v o r e d  p e t r o l e u m  o p e r a t i o n s  in t h e  A N W R  C o a s t a l  P l a i n  b y  o v e r  80 

p e r c e n t .  I n  S o u t h e a s t  A l a s k a ,  o v e r  90 p e r c e n t  o f  t h o s e  r e s p o n d i n g  

f e l t  t h e  i n d u s t r y  h a s  o p e r a t e d  s a f e l y  a t  P r u d h o e  Bay.

T h e  D i t t m a n  s u r v e y  w a s  c o n d u c t e d  in O c t o b e r  an d  i n c l u d e d  a 

r a n d o m  s a m p l e  o f  o v e r  5 00  r e s i d e n t s  in 51 c o m m u n i t i e s .  R a n d o m  

s a m p l e  s u r v e y s  o f  50 0 m a y  h a v e  a s a m p l e  e r r o r  o f  4 t o  6 p e r c e n t .

A L A S K A  O I L  A N D  G A S  A S S O C I A T I O N
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Alaska Oil and Gas Association

121 W. Fireweed Lane, Suite 207 
Anchorage, Alaska 99503-2035 
(907) 272-1481

J a n u a r y  25, 1 9 8 8

T h e  H o n o r a b l e  S a m  C o t t e n
A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s

P. 0. B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  Co tte i :

E n c l o s e d  i s  a n  A O G A  r e l e a s e  a n n o u n c i n g  t h e  r e s u l t s  o f  a r e c e n t  

s t a t e w i d e  p u b l i c  o p i n i o n  s u r v e y .  T h e  s u r v e y  w a s  c o m m i s s i o n e d  to  

a s s e s s  A l a s k a n s  a t t i t u d e s  o n  w h e t h e r  o r  n o t  o i l  a n d  g a s  o p e r a t i o n s  
s h o u l d  b e  a l l o w e d  in t h e  A N W R  C o a s t a l  P l a i n .  R e s u l t s  s h o w  t h a t  o v e r  
t h r e e  o u t  o f  f o u r  A l a s k a n s  s u r v e y e d  f a v o r  o i l  a n d  g a s  o p e r a t i o n s  in

t h e  A N W R  C o a s t a l  P l a i n .  A  c o p y  o f  t h e  s u r v e y  f i n d i n g s  a l s o  is

e n c l o s e d  f o r  y o u r  i n f o r m a t i o n .

T h e  m a i n  r e a s o n s  c i t e d  b y  t h e  77 p e r c e n t  w h o  f a v o r e d  o i l  a n d  g a s  
o p e r a t i o n s  in  t h e  C o a s t a l  P l a i n  o f  A N W R  w e r e :  1) s t i m u l a t i o n  o f  t h e
s t a t e ' s  e c o n o m y ;  2) i n d u s t r y ' s  p r o v e n  a b i l i t y  to  o p e r a t e  s a f e l y  on  

t h e  N o r t h  S l o p e ;  a n d  3) n e e d  f o r  t h e  p e t r o l e u m  r e s o u r c e s .

I t  is a p p a r e n t  t h e  m a j o r i t y  o f  A l a s k a n s  r e c o g n i z e  t h e  e c o n o m i c  
b e n e f i t s  o f  c o n t i n u e d  p e t r o l e u m  d e v e l o p m e n t  a n d  f a v o r  o i l  a n d  g a s  

o p e r a t i o n s  i n  t h e  A N W R  C o a s t a l  P l a i n .  W e  h o p e  t h e  L e g i s l a t u r e  w i l l
s o o n  p a s s  a r e s o l u t i o n  s u p p o r t i n g  oi] a n d  g a s  e x p l o r a t i o n ,  d e v e l o p ­
m e n t  a n d  p r o d u c t i o n  i n  t h e  C o a s t a l  P l a i n  o f  A N W R .

A l a s k a  P u b l i c  O p i n i o n  on  

O i l  & G a s  O p e r a t i o n s  m  
t h e  A N W R  C o a s t a l  P l a i n

S i n c e r e l y ,

W I L L I A M  W. H O P K I N S  
E x e c u t i v e  D i r e c t o r

W W H : d w l 5 : 1 5 9 6  

E n c l o s u r e s  (2)



ALASKA DIVISION OF OIL AND GAS 
CRITIQUE OF THE PROPOSED ANWR LAND EXCHANGES

The Department of the  I n t e r i o r  (DOI) has t e n t a t i v e l y  agreed to exchange the 
subsu r face  r i g h t s  to c e r t a i n  t r a c t s  w i th in  the Coastal  P la in  o f  the A rc t ic  
National  W i ld l i f e  Refuge (ANWR) for  the  s u r f a ce  e s t a t e  o f  c e r t a i n  Native 
C orpora t ion  in ho ld ings  from o th e r  f ed e ra l  re fuges  w i th in  Alaska.  The 
methodology which DOI ap p a ren t ly  employed in e s t im a t in g  the va lue of tne oi l  
and gas e s t a t e  w i th in  ANWR 1s inadequate  fo r  t h a t  purpose ,  and i t s  a p p l i c a t i o n  
under the  c i r cum stances  i s  t e c h n i c a l l y  unsound. As a r e s u l t ,  the ind iv idua l  
t r a c t  va lues  which DOI ass igned  to the ANWR lands  a re  u n l ik e ly  to approximate 
those  t h a t  would r e s u l t  from a c o m p e t i t iv e  a u c t io n .  In f a c t ,  the  ac tua l  value 
of those  r e s o u rc e s  i s  c u r r e n t l y  unknown, and 1 t  could  only be es t im ated  with 
re a so n a b le  accuracy a f t e r  the d r i l l i n g ,  t e s t i n g  and p roduc t ion  of numerous 
w e l l s  w i th in  ANWR.

In o rd e r  to unde rs tand  the  inadequac ies  o f  001 ' s  a p p r a i s a l s ,  one must f i r s t  
r ecogn ize  the d i s t i n c t i o n  between o i l  and gas r e s e r v e s  a n a l y s i s  and o i l  and 
gas r e so u rce  a n a l y s i s .  This d i s t i n c t i o n  i s  c r u c i a l  because 001 apparen t ly  has 
used a h y b r id ,  poor ly  documented re so u rce  a n a l y s i s  procedure  o s t e n s i b l y  to  
g e n e r a te  e s t i m a te d  va lues  which,  in f a c t ,  could  only be e s t im a te d  from a more 
s o p h i s t i c a t e d  r e s e r v e s  a n a l y s i s .

This  review focuses  p r im a r i l y  on the d e f i c i e n c i e s  of 0 0 1 ' s assessment of the  
p o t e n t i a l  amount and va lue  of o i l  and gas u n d e r ly in g  the  proposed exchange 
l a n d s .  However, in a d d i t i o n  to the  u n c e r t a i n t i e s  as to  the  ac tua l  volume of 
o i l  and gas which may be d i scove red  in ANWR, t h e r e  a re  e q u a l ly  c r i t i c a l  
u n c e r t a i n t i e s  su r ro u n d in g  f u t u r e  p r i c e  and c o s t  e s t i m a t e s  to  develop those 
d i s c o v e r i e s .  The i n t e r p l a y  o f  each of  t h e s e  f a c t o r s - - a l l  of which a re  now 
h ign ly  s p e c u l a t i v e — w il l  s i g n i f i c a n t l y  i n f l u e n c e  the  e s t i m a te d  va lues  of the  
proposed exchange t r a c t s .

Reserves  e v a l u a t i o n  i s  conducted  only a f t e r  the  d i s co v e ry  and d e l i n e a t i o n  of 
o i l  and gas d e p o s i t s  w i th in  a f i e l d .  Reserve  e v a l u a t i o n  r e l i e s  upon o b je c t iv e  
da ta  g a th e r e d  from the  com ple t ion  and t e s t i n g  o f  w e l l s ,  I t s  r e s u l t s  a re  h igh ly  
r e l i a b l e  and they  a r e  r e p r o d u c i b l e  by independen t  a n a l y s t s .  On the  o th e r  
hand, o i l  and gas r e s o u r c e  e v a lu a t i o n  o f  p r o s p e c t i v e  a r e a s  such as the  Coastal  
P U 1 n  of ANWR u s u a l l y  i s  conducted  b e fo re  any w e l l s  a re  d r i l l e d .  I t  1s an 
i t e r a t i v e ,  p r o b a b a l l s t l c  c o m p u t e r - a s s i s t e d  modell ing p rocedure  which r e l i e s  
upon numerous s u b j e c t i v e  e s t i m a t e s  of p o t e n t i a l  r e s e r v o i r  c h a r a c t e r i s t i c s .  
These s u b j e c t i v e  e s t i m a t e s  g e n e r a t e  a p r o b a b i l i t y  d i s t r i b u t i o n  o f  p o t e n t i a l  
"outcomes'1 f r oa h y p o t h e t i c a l  d r i l l i n g .  These "outcomes" a re  ex p re ssed  as 
a n t i c i p a t e d  a so u n t s  o f  hydrocarbons  a s s o c i a t e d  with co r re spond ing  
p r o b a b i l i t i e s  o f  o c c u r r e n c e .

These r e s o u rc e  e s t i m a t e s  a re  based on s u b j e c t i v e  a s s e r t i o n s  about p o s s ib l e  
geophys ica l  and g e o lo g ic a l  c h a r a c t e r i s t i c s  (p a ra m e te r s )  o f  a p a r t i c u l a r  reg ion  
such as ANWR. The computer model s p e c i f i e s  a method o f  sampling from 
p r e - s p e c i f l e d  p r o b a b i l i t y  d i s t r i b u t i o n s  o f  th e se  c h a r a c t e r i s t i c s .  This 
sampling g e n e r a t e s  a j o i n t  p r o b a b i l i t y  d i s t r i b u t i o n  o f  r e s e r v o i r  
c h a r a c t e r i s t i c s .  The c o r r e c t  combina t ion  o f  c h a r a c t e r i s t i c s  r e s u l t s  in  a
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s imula ted  hydrocarbon d iscovery .  Other combina tions  g e n e ra te  a simula ted  dry 
hole .  Thousands of  passes  through the p r o b a b i l i t y  d i s t r i b u t i o n s  for each 
. .arameter r e s u l t  1n the p r o b a b i l i t y  d i s t r i b u t i o n  of p o t e n t i a l  resource  
v a lu es .  But no te ,  the  range of p o t e n t i a l  outcomes i s  dependent  upon the 
s u b j e c t i v e l y  determined range of va lues  fo r  each in d iv id u a l  r e s e r v o i r  
c h a r a c t e r i s t i c .  Thus, re source  e s t im a te s  r e p r e s e n t  the  “b e s t  guess" of both 
men and model as to the l i k e l y  d i s t r i b u t i o n  and value of o i l  and gas 
r e so u rce s .  The accuracy of  the “b e s t  guess" w i l l  be s t r o n g ly  in f luenced  by 
the  q u a l i t y  and q u a n t i t y  o f  a v a i l a b l e  d a ta .  In the  f i n a l  a n a l y s i s ,  only 
d r i l l i n g  w i l l  v e r i f y  the e s t i m a te s .

Both r e s e rv e s  a n a l y s i s  and resource  a n a ly s i s  have p a r t i c u l a r  a p p l i c a t i o n s ,  and 
each has I t s  own unique l i m i t a t i o n s .  Obviously,  the purposes  fo r  which each 
i s  used a re  de te rm ined ,  among o th e r  t h in g s ,  by both th e  r e l a t i v e  a v a i l a b i l i t y  
of o b j e c t i v e  g e o lo g ica l  t J en g in ee r in g  and economic da ta  and the degree  of 
c e r t a i n t y  which the a n a l y s t  ( u s u a l ly  an i n v e s t o r  1n tne  case  of r e s e rv e s  
a n a l y s i s  and a b id d e r  1n the  case  of re sou rce  a n a l y s i s )  i s  t r y i n g  to ach ieve .  
I n v e s to r s  r o u t i n e l y  r e ly  upon d e t a i l e d  re se rv es  a n a l y s i s  of  a d e l i n e a t e d  o i l  
and gas f i e l d  to  loan money to develop the f i e l d ' s  r e s e r v e s .  The same 
r e l i a n c e  should never be placed  on re source  e s t im a te s -

Resource a n a ly s e s  t y p i c a l l y  a re  used by pe troleum e x p l o r a t i o n  companies as a 
management d e c i s io n  tool to  compare the r e l a t i v e  p r o s p e c t iv e n e s s  of f r o n t i e r  
a reas  to  a s s i s t  in d i r e c t i n g  the  companies '  f u t u r e  e x p l o r a t i o n  e f f o r t s .  A 
much more s o p h i s t i c a t e d  bu t  s i m i l a r  modell ing approach 1s used to  e s t i m a te  
t r a c t  va lues  f o r  b idd ing  purposes .  The Minerals  Management S e r v i c e ,  the  S t a t e  
of Alaska and the  Bureau o f  Land Management a lso  conduct Independent r e so u rce  
ana lyse s  b e fo re  c o m p e t i t i v e  o i l  and gas l e a s e  s a l e s  on lan d s  which they 
manage. These a n a ly se s  se rve  two Im por tan t  fu n c t io n s .  F i r s t ,  they provide  
some i n d i c a t i o n  of  th e  r e l a t i v e  p r o s p e c t iv e n e s s  o f  each p o t e n t i a l  subsurface  
t r ap  I d e n t i f i e d  w i th in  an a rea  proposed f o r  l e a s i n g .  Secondly ,  and of  g r e a t e r  
u t i l i t y ,  they p ro v id e  ranges  of e s t im a te d  t r a c t  va lues  which a re  used to  s e t  
b idd ing  terms and e s t a b l i s h  minimum a c c e p ta b le  bonus b id s .

The c a l c u l a t e d  mlnlrman b id  fo r  each t r a c t  1s used as a benchmark a f t e r  the  
s a l e  f o r  d e te rm in in g  whether  to  a cc e p t  or r e j e c t  the  h i g h e s t  bonus b id  
subm it ted  f o r  each l e a s e .  The c a l c u l a t i o n  o f  each t r a c t ' s  minimum bonus b id  
b e fo re  a s a l e  i s  a (rodalUng e x e r c i s e  which r e l i e s  upon th e  m an ip u la t io n  of 
many h ig h ly  s u b j e c t i v e  v a lu e s .  In r e c o g n i t i o n  of  t h i s  f a c t ,  the  numbers a re  
not t r e a t e d  by government a g en c ie s  as a b so lu t e s  1n d e c id in g  whether o r  not to 
a cc e p t  the  a p p a r e n t  h igh b i d s .

Although one can s p e c u l a t e  about the  range o f  va lues  which a l e a s e  may have,  
the  a c tu a l  v a lu e  of a g iven  l e a s e  cannot be a c c u r a t e l y  e s t i m a te d  u n t i l  the  
l e a s e  a rea  has been tho rough ly  exp lo red  by the  d r i l l i n g  and t e s t i n g  of  
e x p lo r a to r y  w e l l s .  For each p ro d u c t iv e  l e a s e ,  the  number of  w e l l s  r e q u i r e d  to 
d e l i n e a t e  a d eq u a te ly  the  u n d e r ly in g  r e s e r v e s  and to a c c u r a t e l y  e s t i m a te  t h e i r  
va lue  i s  dependent  upon the  g e o lo g ic a l  and economic c h a r a c t e r i s t i c s  unique  to 
t h a t  l e a s e .  I t  Is  fo r  t h i s  reason  t h a t  the  minimum b id  f o r  each c o m p e t i t i v e ly  
o f f e r e d  l e a s e  i s  no t  c o n s id e r e d  to  r e p r e s e n t  the  ac tua l  va lue  o f  the  r e s o u rc e s
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beneath  the  l e a s e .  I t  i s  simply one e s t im a te  based upon the then a v a i l a b l e  
in fo rm a t io n .  In co m p e t i t iv e  l e a s i n g ,  the f a i l u r e  of a p a r t i c u l a r  lease  to 
a t t r a c t  the  p r e c a l c u l a t e d  minimum b id  simply means t h a t  add i t iona l  
c o n s i d e r a t i o n s  w i l l  be ev a lu a ted  be fo re  a dec is ion  i s  made whether to award 
the l e a se  or to r e o f f e r  i t  a t  a l a t e r  da te .

The d e te rm in a t io n  t h a t  " f a i r  market va lue"  is  being rece ived  in any 
c o m p e t i t iv e  l e a s i n g  program which r e l i e s  upon re so u rce  a n a ly s i s  presumes t h a t  
pub l ic  va lue  i s  measured by more than the  bonus bids  o f f e r e d .  In f a c t ,  
r e so u rce  a n a l y s i s  presumes t h a t  va lue  rece ived  by the l e s s o r  may c o n s i s t  of 
f u tu r e  r e n t a l s ,  r o y a l t i e s  and taxes  in a d d i t io n  to the  advance bonuses 
rece ived  from l e s s e e s  for  the  r i g h t  to exp lore  and develop a l e a s e .  In many 
c a s e s ,  high bonus b ids  a re  r ece iv ed  fo r  t r a c t s  which subsequently  a re  found to
be nonproduc t ive ;  in  o t h e r s ,  r e l a t i v e l y  low b ids  may win l e a s e s  which 
u l t i m a t e l y  prove to be h igh ly  p ro d u c t iv e ,  and thus  ext remely va lu ab le .  This 
f a c t  in i t s e l f  i l l u s t r a t e s  the  h igh ly  s p e c u l a t i v e  n a tu re  of any a n a ly s i s  p r i o r  
to d r i l l i n g .  To r e i t e r a t e  a p c i n t  made e a r l i e r ,  " b e s t  guesses"  are j u s t  t h a t .

Under rea l  world c o m p e t i t iv e  c i r c u m s ta n c e s ,  bonus b id s  r e p r e s e n t  a pe rcen tage  
of the  f i r m ' s  e s t i m a t e  o f  the  ne t  economic value  of the  l e a s e  (o r  economic 
r e n t ) .  The p e rc e n ta g e  t h a t  the  bonus r e p r e s e n t s  w i l l  vary according to the  
f i r m ' s  p e r c e p t i o n  o f  the  g e o lo g ica l  and economic r i s k s  a t t e n d a n t  to the  l e a s e ,  
as well as i t s  a ssessm en t  of  the  p o t e n t i a l  com pet i t ion  f o r  the  l e a s e .  This
n e t  economic va lue  i s  a r e s id u a l  a f t e r  a l l  c o s t s  ( in c lu d in g  taxes  and 
r o y a l t i e s )  have been deducted from p o t e n t i a l  revenues  and the  ne t  revenue hau 
been d i s co u n ted  by a " r i s k  a d ju s t e d "  d i s co u n t  r a t e  r e p r e s e n t i n g  a normal r a t e  
of p r o f i t .  The f i r m ' s  p o t e n t i a l  n e t  revenues  a re  e s t im a te d  by a procedure  
analagous to  r e s o u r c e  a n a l y s i s .

Given the  s u b j e c t i v e  n a tu re  o f  the  re so u rce  e v a lu a t io n  p ro c e s s ,  e i t h e r  too 
much or too  l i t t l e  i s  pa id  f o r  a p a r t i c u l a r  l e a s e  b u t ,  on average ,  the 
co m p e t i t iv e  p ro c e s s  t r a n s f e r s  the  n e t  economic va lue to  th e  l e s s o r .  In the  
l o n g - r u n ,  n e g a t i v e  and p o s i t i v e  w i n d f a l l s  should  tend to  o f f s e t  one an o th e r .

In t h e o r y ,  th e  n e t  r e s u l t  when numerous c o m p e t i t iv e  s a l e s  a re  conducted over  
t ime 1s t h a t  f a i r  market va lue  i s  r e c e iv e d  fo r  the  l e a s i n g  of the  p ub l ic  
r e s o u r c e .  C om pe t i t ive  l e a s i n g  can th us  proceed 1n the  face of  the  r e l a t i v e  
u n c e r t a i n t y  su r ro u n d in g  r e s o u r c e  e s t i m a t e s  because ,  on a v e rag e ,  the  f u tu r e  
r o y a l t y  and ta;t  " w in d f a l l "  revenues  from u n a n t i c i p a t e d  e x p l o r a t i o n  successes  
o r  from d i s c o v e r i e s  which f a r  exceed p re -1 e a s in g  e x p e c t a t i o n s  w i l l  tend to  
compensate f o r  the  a n t i c i p a t e d  r o y a l t i e s  and tax es  which never  m a t e r i a l i z e  
frora e s t i m a te d  h ig h ly  p r o s p e c t i v e  l e a s e s  t h a t  t u r n  ou t  to  be dry .

There 1s only one c e r t a i n t y  with  s u b su r f a c e  re so u rce  a n a l y s i s — 1 t  can never  
a c c u r a t e l y  e s t i m a t e  b e f o r e  l e a s i n g  and d r i l l i n g  the  p r e s e n t  va lue  of the  
combined f u t u r e  bonuses ,  r e n t a l s ,  r o y a l t i e s  and t a x es  which may be produced 
frcm a d i s co v e ry  on a l e a s e  t r a c t .  The wide v a r i a n ce  in b id s  f o r  a p a r t i c u l a r  
t r a c t  In a l e a s e  s a l e  o f f e r s  f u r t h e r  ev idence  of  t h i s  e s t i m a t i n g  problem.
Yet,  u s ing  methodology d es igned  f o r  r e s o u rc e  a n a l y s i s  and r e l y i n g  upon data  
i n s u f f i c i e n t  f o r  the t a s k ,  001 c la im s  to  have c a l c u l a t e d  a va lue  of each ANWR



t r a c t  which i t  proposes to exchange, and t h a t  t h i s  va lue i s  an accu ra te  
e s t im a te  of t h a t  t r a c t ' s  va lue.  As the  p rev ious  d i s c u s s io n  i n d i c a t e s ,  t h i s  is  
h ighly  u n l i k e l y .  In f a c t ,  i t s  e v a lu a t io n  i s  inadequate  as an a c c u ra te  p re sen t  
value e s t im a te .  However, j u s t  as im por tan t  fo r  the  reasons  de sc r ibed  b e l r w, 
i t s  u t i l i t y  as a r e s p o n s ib le  re source  a n a l y s i s  a l so  is  l a r g e ly  d i s c r e d i t e d .

The geophysical  data  used to map the s t r u c t u r e s  desc r ibed  in 001 ' s  1002 r e p o r t  
c o n s t i t u t e  a r econna is sance  g r id  which averages  approximate ly  th re e  miles  by 
s ix  m i le s .  Such a l a rg e  g r id  s i z e ,  when combined with the  lack of well data  
con t ro l  and the ext remely complex geo log ic  c h a r a c t e r i s t i e s  of ANWR, v i r t u a l l y  
gua ran tee s  t h a t  many p o te n t i a l  o il  and gas t r a p s  of s i g n i f i c a n t  s i z e  may not 
be recogn ized ,  while  o t h e r s  w i l l  be so poor ly  de f ined  t h a t  t h e i r  dimensions 
and geometry w i l l  be m i s i n t e r p r e t e d .  Far more d e t a i l e d  d a ta  would be requ i red  
to d e f in e  a c c u r a t e ly  the p o t e n t i a l  subsu r face  t r a p s  w i th in  the  Coastal  P la in  
of ANWR.

Amauligak, Gulf Canada 's  r e c e n t l y  announce'1 d iscovery  1n the  Canadian Beaufo r t  
Sea, i s  approximate ly  twenty-one square m iles  1n a r e a .  That  d i s co v e ry ,  which 
co n ta in s  an e s f ' ~ i t e d  850 m i l l i o n  b a r r e l s  of r e c o v e ra b le  o i l ,  p rov ides  an 
e x c e l l e n t  example o f  the  problems a s s o c i a t e d  with r e l y i n g  on a reg iona l  
se ismic  r e c o n n a is s an ce  g r i d  and inadequa te  g eo log ica l  d a ta  to p r e d i c t  the  
value of ANWR t r a c t s .  Were t h a t  f i e l d  l o c a t e d  in the  Coas ta l  P la in  of  ANWR, 
i t  would be e n t i r e l y  f o r t u i t o u s  to r eco g n ize  I t s  e x i s t e n c e ,  much l e s s  to 
d e f in e  i t s  l i m i t s  a c c u r a t e l y  with the e x i s t i n g  d a t a .  I f  a d e p o s i t  t h i s  
s i z e — a g i a n t  o i l  f i e l d  by world s t a n d a r d s —cannot  be d e t e c t e d  o r  a c c u r a t e l y  
mapped, i t  should be obvious  t h a t  the  t r a c t s  o v e r ly in g  i t  cannot  be ap p ra i se d  
a c c u r a t e l y .

001 undoubtedly  f a i l e d  to  a c c u r a t e l y  e s t i m a te  the  va lue  o f  those  t r a c t s  where 
su b su r f ace  t r a p s  e x i s t  b u t  cannot  be I d e n t i f i e d  from the  e x i s t i n g  d a ta .
However, in a d d i t i o n ,  i t  c l e a r l y  f a i l e d  to  map numerous s t r u c t u r e s  which can 
be I d e n t i f i e d  from th e  r e c o n n a i s s an c e  d a ta  a v a i l a b l e .  According to 001 ' s  
p re s s  r e l e a s e  d e s c r i b i n g  the  J u l y  1987 exchange s e l e c t i o n s ,  “ . . . O f  the  73 
t r a c t s  i d e n t i f i e d ,  34 were on p o t e n t i a l  o i l  and gas s t r u c t u r e s  mapped fo r  the  
1002 study and r e p o r t  to Congress ."  However, based upon c j r  independent  
mapping of  the  same geophysica l  d a t a ,  every one of th e  73 t r a c t s  s e l e c t e d  fo r  
exchange l i e s  above a s t r u c t u r a l  t r a p .  F u r t h e r ,  a l l  o f  t h e  mappable four-way 
c l o s u r e s  ( r e p r e s e n t i n g  the  h i g h e s t  p o t e n t i a l  t a r g e t s )  have e i t n e r  Deen 
exchanged o r  s e l e c t e d  f o r  exchange.

I t  i s  c l e a r  f r o a  th e  s e l e c t i o n  p a t t e r n  and our independen t  mapping of  the  
geophysica l  d a ta  t h a t  the  tops  ( s t r u c t u r a l l y  h i g h e s t  and most p r o s p e c t i v e  
p o r t i o n s )  o f  a l l  the  b e s t  s t r u c t u r e s ,  I n c lu d in g  the  very  l a r g e  p ro s p e c t s  
numbers 18 ancTT9 (from th e  1002 s t u d y ) ,  as well as th e  numerous p ro s p e c t s  
a l i g n e d  a long th e  Marsh Creek t r e n d ,  have been s e l e c t e d  as  a r e s u l t  of the  
ASRC and l a t e s t  exchanges .  This  1s p r e c i s e l y  th e  same r e s u l t  t h a t  would be 
expec ted  to  occur  1f the  Coas ta l  P l a i n  ac reag e  were made a v a i l a b l e  fo r  
c o m p e t i t i v e  b idd in g  and e x p l o r a t i o n  by w e l l - in fo r m ed  b i d d e r s .

fiany of  th e  s t r u c t u r e s  which we have i d e n t i f i e d  in v o lv e  th e  r e l a t i v e l y  shallow 
T e r t i a r y  s ed im en ts ,  which a p p a r e n t ly  e i t h e r  were not mapped in d e t a i l  or



comple te ly  analyzed  by 001. These s t r u c t u r e s  involve  sedimentary rocks which 
are the  same"age as those  which produce the o i l - s t a i n e d  outcrops  along the  
flanks  of the  famous Marsh Creek a n t i c l i n e ,  the prominent su r face  s t r u c t u r e  
which f i r s t  a t t r a c t e d  petroleum e x p l o r a t i o n i s t s  to ANWR. The s e l e c t i o n  of the 
ove r ly ing  t r a c t s  by the  Nat ive  C orpora t ions  and t h e i r  in d u s t ry  p a r tn e r s  
i n d i c a t e s  t h a t  they have recognized  and mapped the under ly ing  s t r u c t u r e s ,  and
t h a t  they must have high regards  fo r  t h e i r  o i l  and gas p o t e n t i a l .

DOI concluded f u r t h e r  t h a t  " . . . 5 0 3  (85.55) t r a c t s  not i d e n t i f i e d  remain 
a v a i l a b l e  fo r  a fede ra l  l e a s in g  program and inc lude  87.7% of  the t r a c t s  over 
mapped s t r u c t u r e s . "  For the  reasons de sc r ibed  1n the  p reced ing  paragraph, 
t h i s  1s simply not  the  case .  The f a c t  t h a t  001 ap p a ren t ly  f a i l e d  to i d e n t i f y  
the  p o t e n t i a l  t r a p s  beneath  many of the  t r a c t s  which they propose to exchange 
does not a l t e r  the  f a c t  t h a t  they e x i s t .  The T e r t i a r y  s t r u c t u r e s  obvious ly
have some rea l  va lue  even though DOI has f a i l e d  to  map them in d e t a i l  and to
a t t r i b u t e  p roper  va lue  to  them.

001 d r a m a t i c a l l y  downplays the  p o t e n t i a l  d e t r im en ta l  e f f e c t s  of proceeding 
with the proposed exchanges in  the  absence of o b j e c t i v e  and independen t ly  
r e p r o d u c ib l e  d e te r m in a t io n s  of the  ac tua l  va lue  f o r  each t r a c t .  For 001 to 
c la im ,  as I t  does 1n i t s  p re s s  r e l e a s e ,  t h a t  " . . . t h e s e  l a t e s t  s e l e c t i o n s  only 
r e p r e s e n t  a small (10.8%) pe rcen tage  of the  e n t i r e  1002 a r e a . "  1s d is ingenuous  
1n the ex treme.  In f a c t ,  based upon our subsurface  mapping, these  s e l e c t i o n s ,  
when co n s id e re d  in combination with the  1983 ASRC land exchange, would r e s u l t  
in the  noncom pet i t ive  conveyance of  more than 250,000 of  th e  most p r o s p e c t iv e  
a c re s  w i th in  the  Coas ta l  P l a in  of ANWR. This amount r e p r e s e n t s  approximate ly  
18 p e r c e n t  o f  the  e n t i r e  Coasta l  P l a in  o f  ANWR.

To focus on th e  r e l a t i v e  number of ac res  conveyed through exchanges as DOI 
does ,  however, 1s very m is l e a d in g .  I t  1s the  l o c a t i o n  of  t h a t  acreage  
r e l a t i v e  to t h e  most p r o s p e c t i v e  su b su r f ac e  s t r u c t u r e s  which 1s r e l e v a n t ,  not 
the  a b s o lu t e  number of a c re s  exchanged. R e l a t i v e ly  small b u t  w e l l - in fo rm ed  
s e l e c t i o n s  cou ld  e f f e c t i v e l y  r e s u l t  In the  exchange of  a l l  o f  the  a r e a ' s  
p o t e n t i a l  o i l  and gas r e s e r v e s .  The p o t e n t i a l  e f f e c t  o f  a f o r t u i t o u s  
s e l e c t i o n  In v o lv in g  a r e l a t i v e l y  small a rea  1s dem onst ra ted  by the  Prudhoe Bay 
F i e l d .

Although the  e n t i r e  a rea  su r round ing  the  Prudhoe Bay s t r u c t u r e  was recogn ized  
to be h ig h ly  p r o s p e c t i v e  b e f o r e  the  f i r s t  e x p lo r a to r y  well  was d r i l l e d ,  we now 
know t h a t  the  v a s t  m a j o r i t y  o f  th e  p r o l i f i c  o i l  and gas r e s e r v e s  1n t h a t  
r eg ion  a re  c o n f in e d  to  a s u r p r i s i n g l y  small a r e a .  In f a c t ,  th e  s u r f a c e  a rea  
above the  a a l n  p roduc ing  r e s e r v o i r  of  the  g i a n t  Prudhoe Bay F i e l d  encompasses 
only  abou t  150,000 a c r e s .  F1 f ty -n 1 n e  p e r c e n t  o f  the  r e s e r v o i r ' s  r e c o v e r a b le  
o i l  (5 .9  b i l l i o n  b a r r e l s )  l i e s  benea th  j u s t  40,000 a c r e s  In t h a t  f i e l d ,  and 
f u l l y  94% o f  th e  r e c o v e r a b l e  o i l  ( 9 .4  b i l l i o n  b a r r e l s )  l i e s  benea th  the  b e s t  
100,000 a c r e s  o f  th e  f i e l d .

Among the  m i l l i o n s  of a c r e s  o f  s ta t e -o w n ed  lands  between the  Canning and the  
C o l v i l l e  R i v e r s ,  t h i s  p a r t i c u l a r  150,000 ac res  i s  u n iq u e ly  v a l u a b l e .  DOI 
canno t  a s s u r e  the  p u b l i c  t h a t  1 t  has not a l r ead y  exchanged th e  su b su r f ace  
r i g h t s  to  e q u a l l y  v a l u a b l e  l a n d s  w i th in  ANWR to  the  A r c t i c  Slope Regional 
C o r p o r a t io n .  S i m i l a r l y ,  DOI can o f f e r  no g u a ra n tee s  t h a t  the  proposed
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exchanges w i l l  not p o t e n t i a l l y  t r a n s f e r  b i l l i o n s  of  d o l l a r s  in oil  and gas 
re s e rv es  to o th e r  Native  C orpo ra t ions  and t h e i r  i n d u s t ry  p a r tn e r s  in re tu rn  
fo r  891,000 ac res  of su r fa ce  e s t a t e  with an e s t im a te d  value  of $538.7 m i l l io n  
(not based upon f a i r  market va lue  a p p r a i s a l s ) .

The d e t a i l s  of  one p a r t i c u l a r  exchange c o n t r a c t ,  t h a t  between Old Harbor and 
i t s  in d u s t ry  p a r t n e r ,  Texaco, i l l u s t r a t e  q u i t e  c l e a r l y  t h a t  the co rpo ra t ions  
wil l  r e ce iv e  s u b s t a n t i a l l y  more from the e x p lo r a t i o n  of the t r a c t s  which they 
s e l e c t e d  than DPI has c laimed those  lands  to  be wor th .  In t h i s  example, the 
t o t a l  value of  the  c o r p o r a t i o n 1 s exchange la n d s ,  and thus the  value of the  
ANWR t r a c t s  i t  s e l e c t e d ,  was placed a t  $45.7 m i l l i o n  by DOI. Yet, i f  ANWR is  
opened, the  c o r p o r a t i o n ' s  in d u s t ry  p a r t n e r  i s  committed to  pay $45.7 m i l l i o n  
plus  a 14 p e rc en t  ro y a l ty  on any o i l  and gas produced from those lands .

The DPI exchange p rocedures  a p p a r e n t ly  n e i t h e r  e s t i m a t e  nor acknowledge the  
va lue  of t h a t  14 p e rc en t  r o y a l t y  i n t e r e s t .  Whatever the  amount may u l t im a te ly  
be, i t  would accrue  d i r e c t l y  to  the  c o r p o r a t i o n  s h a r e h o ld e r s  i n s t e a d  of to  the  
f ed e ra l  ( a n d /o r  s t a t e )  t r e a s u r y ,  as would be the  case  1f the  t r a c t s  were 
l e a sed  c o m p e t i t i v e l y .  Fur therm ore ,  Texaco has agreed  to  pay Pld Harbor a 
1 1/2 p e r c e n t  r o y a l t y  on any l eased  lands  1n the  Coas ta l  P l a in  not owned by 
Pld Harbor.

In r e l a t i v e  te rm s ,  the  proposed land  exchanges p rov ide  a lm os t  a b so lu t e  
economic p r o t e c t i o n  f o r  the  Nat ive  C o rp o ra t io n s  with no p a r a l l e l  p r o t e c t i o n  
fo r  the  f e d e ra l  government.  In f a c t ,  the  exchange c o n t r a c t  p ro v i s io n s  
v i r t u a l l y  a s s u r e  t h a t  any l o s s  f o r  001 (and the  p u b l i c )  w i l l  be a w indfa l l  for  
the  c o r p o r a t i o n s  and t h e i r  I n d u s t ry  p a r t n e r s .  In the  f i n a l  a n a l y s i s ,  the 
exchanges a re  a n o - lo s s  p r o p o s i t i o n  f o r  the  c o r p o r a t i o n s ,  and a no-win 
s i t u a t i o n  f o r  the  p u b l i c .  Economic and g e o lo g ica l  r i s k  has been t r a n s f e r r e d  
to the  taxpay ing  p u b l i c  and a few s e l e c t  o i l  companies .

For example,  one of  th e  exchange c o n t r a c t s  c u r r e n t l y  c o n t a i n s  a r e s c i s s i o n  
c l a u s e  which e n ab le s  t h e  c o r p o r a t i o n  to  r e l i n q u i s h  t i t l e  t o  i t s  subsurface  
e s t a t e  in ANWR in exchange f o r  th e  reconveyance  of a p o r t i o n — rumored to be as 
high as 65 p e r c e n t  of  the  s u r f a c e  e s t a t e  which i t  has t r a d e d  f o r  the  ANWR 
la n d s .  In l i g h t  of the  t o t a l  u n c e r t a i n t y  su r round ing  whether  the  ANWR lands  
have o i l  and gas r e s e r v e s ,  t h i s  p r o v i s i o n  was c r e a t e d  to  enab le  the  
c o r p o r a t i o n s  to r e g a in  t i t l e  to  a p o r t i o n  of t h e i r  former  s u r f a c e  Inho ld ings  
should  e x p l o r a t i o n  by t h e i r  I n d u s t ry  p a r t n e r s  prove u n s u c c e s s f u l .

However, 1f as has  been r e p o r t e d ,  each of th e  c o r p o r a t i o n s  has a l r ead y  
r e c e iv e d  advance cash payments from I t s  r e s p e c t i v e  i n d u s t r y  p a r t n e r  f o r  the  
f u t u r e  r i g h t  to  e x p lo r e  and develop th e  lands  which i t  has s e l e c t e d ,  the  
c o r p o r a t i o n s  b e a r  l i t t l e  o r  no r i s k  in  the  exchanges .  T h e i r  r i s k  i s  o f f s e t  
e f f e c t i v e l y  b> th e  cash  advances  from i n d u s t r y .  Moreover,  t h i s  p r o t e c t i o n  i s  
f u r t h e r  enhanced f o r  any c o r p o r a t i o n  t h a t  i n s i s t s  upon a r e s c i s s i o n  c l a u s e  i f  
i t s  ANWR s e l e c t i o n s  a r e  n o n p ro d u c t iv e .

Under the  same r - r c u m s t a n c e s ,  however,  the  p u b l i c  i n t e r e s t  w i l l  no t f a r e  so 
w e l l .  In exch '  r Tor an i n d e t e r m i n a t e  number of  abandoned e x p lo ra to ry  well 
l o c a t i o n s  on a s t a l  P l a i n  f o r  which 1 t  w i l l  r e g a in  t i t l e ,  DOI w i l l  have
to reconvey t l  to some of  the  v a lu a b l e  r e fu g e  in h o ld in g s  which i t  has 
t e m p o ra r i ly  r e c e i v e d  from one or  more of  th e  c o r p o r a t i o n s .  The s t a t e d  b a s i s  
fo r  i t s  proposed exchange l i t e r a l l y  w i l l  d i s a p p e a r .  Meanwhile,  DOI w i l l  have
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foregone th *  undoubtedly high bonus b id s ,  r e n t a l s  and r o y a l t i e s  which i t  could 
have r e c e iv e d  had i t  c o m p e t i t iv e ly  leased the  ANWR lands  in s t e a d  of exchanging 
them under noncompet it ive  p rocedures .

Of equal importance,  should e x p lo ra t io n  prove u n s u c c e s s f u l ,  001 wil l  have 
assured  the  e a r ly  condemnation of ad jacen t  un leased  acreage  by a llowing 
exped i ted  d r i l l i n g  of the exchanged lands ,  a l l  o f  which o v e r l i e  p o r t io n s  of 
p ro s p e c t iv e  subsurface  s t r u c t u r e s .  The a b s o lu t e  revenue l o s s  from the 
premature condemnation of surrounding  unleased  acreage  cannot  be c a l c u l a t e d  
should one or  more of the  exchange t r a c t s  prove to  be dry.  However, given 
ANWR's pe rce ived  hydrocarbon p o t e n t i a l ,  the fo regone bonus revenues ,  a lone ,  
could amount to hundreds o f  m i l l i o n s  of d o l l a r s .  Whatever t h a t  l o s s  
u l t i m a t e l y  might be, i t  would not be i n d u s t r y ' s  l o s s ,  and i t  would not be the 
Nat ive  C o r p o r a t i o n s '  l o s s — i t  would be the p u b l i c ' s  l o s s .  There 1s no 
e f f e c t i v e  way to l i m i t , t h e  p o t e n t i a l  pub l ic  revenue l o s s  from the  e a r ly  
condemnation of  un leased  t r a c t s  by d r i l l i n g  on a d j a c e n t  exchange lands  s h o r t  
of p r o h i b i t i n g  the  d r i l l i n g  of any a d d i t io n a l  e x p l o r a t o r y  w e l l s  in  ANWR befo re  
c o m p e t i t iv e  l e a s i n g  o ccu r s .

To a s s u re  t h a t  the  c o r p o r a t i o n s  r e c e iv e  the f u l l  va lue  of  t h e i r  in h o ld in g s ,  
bu t  t h a t  n e i t h e r  they nor t h e i r  in d u s t ry  p a r t n e r s  b e n e f i t  from w i n d f a l l s  a t  
pub l ic  expense ,  would n e c e s s i t a t e  l i m i t i n g  t o t a l  revenues  to  the  fu l l  
ap p ra i se d  va lue  o f  those  s u r f a c e  1nhold1nqs.  From a p u b l i c  p e r s p e c t i v e  i t  
would make sense to l i m i t  th e  c o rp o r a t io n  s f u t u r e  revenues  from i t s  ANWR 
su b su r f ace  r i g h t s  to  the  a p p r a i s e d  value  of  i t s  exchanged Inh o ld in g s  (p lu s  
i n t e r e s t )  minus the  cash advance i t  has r e c e iv e d  from i t s  i n d u s t r y  p a r t n e r .  
Once the  f u l l  a p p ra i s e d  va lue  (p lu s  i n t e r e s t )  o f  i t s  s u r f a c e  lan d s  1s 
recouped,  the  c o r p o r a t i o n ' s  i n t e r e s t  in the  s u b s u r f a c e  e s t a t e  would r e v e r t  to 
the  f e d e ra l  government,  and the  c o r p o r a t i o n ' s  fo rmer p e rc e n ta g e  revenue share  
would su b seq u en t ly  accrue  to  DOI as a r o y a l t y  on th e  c o n t i n u i n g  p roduc t ion .

A combined s t r a t e g y  of  p r o h i b i t i n g  a d d i t i o n a l  d r i l l i n g  u n t i l  a f t e r  com pet i t ive  
l e a s i n g  has occu r red  and l i m i t i n g  the  Nat ive  C o r p o r a t i o n s '  f u t u r e  revenues  
from exchanges  to  the  a p p r a i s e d  va lue  of t h e i r  s u r f a c e  I n h o ld in g s  would 
minimize th e  lo s s  o* p u b l i c  revenue.  However, 1 t  would n o t  remedy th e  wors t  
flaw of  th e  proposed exch an g es , th e  f a c t  t h a t  they  simply a r e  bad p u b l ic  
policy ." P roceed ing  with t h e  exchanges would r a t i f y  DOI's p r e c e d e n t  of 
s u b s t l t u t 1 n g  n o n c o m p e t i t iv e ,  n e g o t i a t e d  exchanges  which f a v o r  only  a few 
companies and N at ive  C o r p o ra t io n s  f o r  open c o m p e t i t i v e  l e a s i n g  procedures  
which would t r e a t  a l l  p a r t i c i p a n t s  e q u a l l y ,  and which a s s u r e  the  f e d e ra l  
governm ent ' s  r e c e i p t  o f  f a i r  market va lue  f o r  t h e  l e a s i n g  o f  p u b l i c  r e s o u rc e s .

In sunwary, M l ' s  r e s o u rc e  a n a l y s i s  1s no s u b s t i t u t e  f o r  c o m p e t i t i v e  s a l e s  as 
a means to  e s t i m a t e  th e  va lue  o f  the  p o t e n t i a l  o i l  and gas r e s o u r c e s  which a re  
proposed f o r  exchange . However, t h a t  e v a l u a t i o n ,  which r e l i e s  upon reg iona l  
geophysica l  and g e o lo g ic a l  mapping j_s adequate  t o  e s t a b l i s h  a c o m p e t i t iv e  
l e a s i n g  program 1n ANWR. The f e d e r a l  g o ve rnm en t ' s  r e c e i p t  o f  f a i r  market 
va lue  f o r  ANWR's o i l  and gas r e s o u r c e s  can only  be a s s u re d  th rough  a f u l l y  
open and c o m p e t i t i v e  l e a s i n g  program which r e t a i n s  a s i g n i f i c a n t  r o y a l t y  
i n t e r e s t  in  any o i l  and gas r e s e r v e s  which a re  d i s c o v e r e d  and produced t h e r e .  
Both the  Prudhoe Bay and th e  Amaullgak f i e l d s  p ro v id e  g r a p h ic  examples of why 
DOI's p roposed  exchanges  e n t a i l  unaccep tab le  r i s k s  f o r  p ru d e n t  managers of the 
pu b l ic  r e s o u r c e s .
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EXECUTIVE SUMMARY 
OF THE ALASKA DIVISION OF OIL AND GAS CRITIQUE 

OF THE PROPOSED ANWR LAND EXCHANGES

When combined with  the  1983 ASRC exchange, the Department of the I n t e r i o r ' s  
(DOI) most r e c e n t  proposed ANWR land exchanges r e s u l t  in the  non-competi t ive  
conveyance of more than a q u a r t e r  of  a m i l l io n  a c r e s  o f  the  most p ro sp ec t iv e  
lands  w i th in  the Coasta l  P l a in  of  ANWR for  a TOTAL VALUE OF ONLY $543.8 
MILLION ( th e  a p p ra i se d  value  of  the exchange lands tendered  to DOI). In the 
ASRC exchange, DOI re c e iv e d  su r f a ce  e s t a t e  ap p ra i sed  a t  $5.6 m i l l i o n  in 
exchange f o r  s u b su r f ac e  r i g h t s  to approximate ly  92,000 ac res  of h igh ly  
p ro sp e c t iv e  minera l  e s t a t e  beneath  lands  owned by th e  Kaktovik In u p la t  
C orpora t ion  1n th e  Coasta l  P l a in  of  ANWR. The c u r r e n t l y  proposed exchange 
would convey the  su b su r fac e  r i g h t s  to an a d d i t io n a l  166,278 acres  of  the  
remaining most h ig h ly  p r o s p e c t i v e  lands  to s ix  Na t ive  Corpora t ion  groups and 
t h e i r  i n d u s t r y  p a r t n e r s ,  in exchange f o r  891,000 a c r e s  of  s u r f a c e  e s t a t e  with 
an e s t im a te d  va lue  of $538.7 m i l l i o n .

Although im p o s s ib le  to  c a l c u l a t e ,  i t  i s  almost c e r t a i n  t h a t  a c o m p e t i t iv e  
l e a s e  s a le  o f  t h i s  same c o a s t a l  p l a i n  acreage  would g e n e r a t e  s u b s t a n t i a l l y  
h ighe r  revenues  than those  r e s u l t i n g  from the  ASRC exchange and the  l a t e s t  
proposed exchange. The va lue  of  the  r o y a l ty  I n te r e s t ,  a lo n e ,  should 
s i g n i f i c a n t  d i s c o v e r i e s  o c cu r ,  p o t e n t i a l 1 y  may be measured in the  b i l l i o n s  of 
d o u a r s .  Bonus revenues  a re  l i k e l y  to be h igher  than tne exchange va lues  
because the  ooen c o m p e t i t io n  (n a co m p e t i t iv e  l e a s e  s a l e  n e c e s s i t a t e s  h ig h e r  
b ids  to “win" the  most p r o s p e c t i v e  t r a c t s .

The d e t a i l s  o f  one p a r t i c u l a r  exchange c o n t r a c t ,  t h a t  between Old Harbor and 
i t s  in d u s t r y  p a r t n e r ,  Texaco, I l l u s t r a t e  q u i t e  c l e a r l y  t h a t  the  c o r p o r a t io n s  
w i l l  r e c e iv e  s u b s t a n t i a l l y  more from the  e x p l o r a t i o n  o f  the  t r a c t s  which they 
s e l e c t e d  than DOI has c la im ed  th o se  lands to  be w or th .  In t h i s  example,  the  
t o t a l  va lue  o f  the  c o r p o r a t i o n ' s  exchange lands ,  and th u s  th e  va lue  of  the  
ANWR t r a c t s  i t  s e l e c t e d ,  was p la ce d  a t  >45.7 m i l l i o n  by DOI. Yet,  I f  ANWR 1s 
opened, the  c o r p o r a t i o n ' s  I n d u s t r y  p a r t n e r  1s committed to  pay to  them $45.7 
m i l l i o n  plus  a 14 p e r c e n t  r o y a l t y  on any o i l  and gas produced from those  la n d s .

The DPI exchange p ro ced u res  a p p a r e n t l y  n e i t h e r  e s t i m a t e  nor acknowledge the  
value  of t h a t  14 p e r c e n t  r o y a l t y  I n t e r e s t .  Whatever th e  amount may u l t i m a t e l y  
be ,  I t  would a c c ru e  d i r e c t l y  to  th e  c o r p o r a t io n  s h a r e h o l d e r s  I n s t e a d  o f  to  the  
f e d e ra l  ( a n d / o r  s t a t e )  t r e a s u r y ,  as would be the  case  I f  the  t r a c t s  were 
l e a s e d  c o a ® t t1 t1 v e l y .  In a d d i t i o n ,  the  agreement p ro v id e s  t h a t  Texaco w i l l  
a l s o  pay Old Harbor  a 1 1/2 p e r c e n t  r o y a l t y  from p ro d u c t io n  by Texaco on any 
l e a s e d  land  1n ANWR no t  owned by Old Harbor.

The un ique ly  h igh  hydrocarbon p o t e n t i a l  of ANWR p r e s e n t s  DOI with a 
on e - t im e -o n ly  o p p o r t u n i t y  bo th  to  reduce  the  n a t io n a l  dependence on fo r e ig n  
o i l  imports  and to  r e c e i v e  s i g n i f i c a n t  pub l ic  revenues  in the  p ro c e s s .  In 
acknowledging the  ex t rem e ly  high u p s id e  re sou rce  p o t e n t i a l  and r e a l i z i n g  the  
u n c e r t a i n t i e s  a t t a c h e d  tu  DOI's a s s ig n e d  va lue  fo r  In d iv i d u a l  ANWR t r a c t s ,  a 
p ruden t  app roach ,  a t  the  ve ry  l e a s t ,  would r e q u i r e  t h a t  the  f ed e ra l  government 
r e t a i n  a s i g n i f i c a n t  r o y a l t y  i n t e r e s t  1n f u tu r e  pe t ro leum  p ro d u c t io n  from a l l  
the  ANWR t r a c t s .
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The methodology wtilch 001 a p p a ren t ly  employed in e s t i m a t i n g  the value of the  
o il  and gas e s t a t e  in ANWR is  inadequa te  for t h a t  purpose ,  and as a r e s u l t ,  
the ind iv idua l  t r a c t  values  which 001 ass igned  to  the ANWR lands  are u n l ik e ly  
to approximate those  t h a t  would r e s u l t  from a c o m p e t i t iv e  l e a s e  s a l e .  A 
r e se rv es  a n a l y s i s ,  which r e l i e s  upon o b j e c t i v e  da ta  from the completion and 
t e s t i n g  of w e l l s ,  would be necessa ry  to e s t a b l i s h  a r e l i a b l e  va lue fo r  the 
subsurface  re sou rces  beneath  the  ANWR t r a c t s .  DOI has employed a resource  
a n a ly s i s  procedure  which r e l i e s  on p r o b a b i l i s t i c  c o m p u te r - a s s i s t e d  modelling  
o f  s u b je c t iv e  geo log ic  v a r i a b l e s  to a ss ig n  values  to the  in d iv id u a l  t r a c t s .  
Subsurface re sou rce  a n a l y s i s  can never a c c u r a t e ly  e s t i m a t e ,  p r i o r  to l e a s i n g ,  
d r i l l i n g ,  and t e s t i n g ,  the  p r e s e n t  va lue  of the  combined f u t u r e  bonuses,  
r e n t a l s ,  r o y a l t i e s  and t a x es  which may be r e a l i z e d  from a d iscovery  on a l e a s e  
t r a c t .

In a d d i t i o n  to the  H m t ' t a t lo n s  of r e so u rce  a n a l y s i s  methodology, the  u t i l i t y  
of DOI's e v a lu a t io n  i s  f u r t h e r  c o n s t r a i n e d  by the  inadequacy of  da ta  a v a i l a b l e  
in ANWR. The geophysica l  d a ta  used to  map s t r u c t u r e s  in ANWR c o n s t i t u t e  a 
reconna is sance  g r i d  which averages  t h r e e  m i le s  by s ix  m i l e s .  Such a l a r g e  
g r id  s i z e ,  when combined with the  lack  of well da ta  c o n t ro l  and the  ex tremely  
complex geology, v i r t u a l l y  g u a ra n tee s  t h a t  many p o t e n t i a l  o i l  and gas t r a p s  of 
s i g n i f i c a n t  s i z e  may not be recogn ized .

Amauligak, a r e c e n t  d i s co v e ry  in  the  Canadian B eau fo r t  Sea with  an e s t i m a te d  
850 m i l l i o n  b a r r e l s  of  r e c o v e ra b le  o i l ,  i s  approx imate ly  twenty -one square  
m i le s  in a re a .  Were t h a t  f i e l d  l o c a t e d  1n the  Coas ta l  P l a i n  of  ANWR, i t  would 
be e n t i r e l y  f o r t u i t o u s  to  r e co g n ize  i t s  e x i s t e n c e ,  much l e s s  to  d e f in e  i t s  
l i m i t s  a c c u r a t e l y  with the  e x i s t i n g  d a ta .  I f  a d e p o s i t  t h i s  s i z e — a g i a n t  oi l  
f i e l d  by world s t a n d a r d s —can n o t  be d e t e c t e d  or  a c c u r a t e l y  mapped, 1 t  should 
be obvious  t h a t  th e  t r a c t s  o v e r ly in g  1 t  cannot  be a p p r a i s e d  a c c u r a t e l y .

According to DOI's p re s s  r e l e a s e  d e s c r i b i n g  the  l a t e s t  exchange s e l e c t i o n s ,  
" . . . o f  the  73 t r a c t s  I d e n t i f i e d ,  34 were on p o t e n t i a l  o i l  and gas s t r u c t u r e s  
mapped fo r  the 1002 study and r e p o r t  to  Congress ."  However, based upon the
s t a t e ' s  Independent mapping of  the  same geophysical  d a t a ,  every  one o f  th e  73
t r a c t s  s e l e c t e d  f o r  exchange l i e s  above a s t r u c t u r a l  t r a p .

F u r t h e r ,  a l l  o f  th e  maooable four-way c l o s u r e s  ( r e p r e s e n t i n g  the  b e s t
p o t e n t i a l  t a r g e t  a r e a s  on the  s t r u c t u r e s )  have e i t h e r  been exchanged or 
s e l e c t e d  f o r  exchange .  The f a c t  t h a t  most o f  th e  i n d u s t r y  s e l e c t i o n s  do not 
o v e r l i e  s t r u c t u r e s  mapped by DOI 1n the  f i n a l  1002 s tudy I n d i c a t e s  t h a t  DOI's 
mapping Is in co m p le te .  The a c tu a l  exchange s e l e c t i o n  p a t t e r n  r e v e a l s  t h a t  the  
n a t i v e  c o r p o r a t i o n s  and t h e i r  I n d u s t r y  p a r t n e r s  have r e c o g n ize d  and mapped 
t h e s e  u n d e r ly in g  s t r u c t u r e s  and t h a t  they  a p p a r e n t ly  have high r e g a r d s  f o r  
t h e i r  o i l  and gas p o t e n t i a l .

The s e l e c t i o n  p a t t e r n  and our Independen t  mapping i n d i c a t e  t h a t  no t  only the  
mappable c l o s u r e s ,  b u t  the  tops  ( s t r u c t u r a l l y  h i g h e s t  and most p r o s p e c t i v e  
p o r t i o n s !  of a l l  t h e  b e s t  s t r u c t u r e s ,  in c lu d in g  the  very l a r g e  p ro s p e c t s  #18 
and #19 ( f ronTtF e  1002 s t u d y ) ,  and numerous p ro s p e c t s  a l i g n e d  a long the  Marsh 
Creek tniind,  have been s e l e c t e d  a l r e a d y  by the  exchange p a r t i c i p a n t s ,  j u s t  as
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would be expected to  occur i f  the acreage  were o f f e r e d  fo r  com pet i t ive  l e a s in g  
and e x p lo ra t io n  by informed b id d e r s .  Based upon our c u r r e n t  knowledge, the  
acreage remaining fo r  any f u tu r e  co m p e t i t iv e  s a l e s  i s  s i t u a t e d  over the 
s t r u c t u r a l l y  lower (and t h e r e f o r e  l e s s  p ro sp e c t iv e )  p o r t i o n s  of  the  subsurface  
s t r u c t u r e s  on which s e l e c t i o n s  were made or  on o th e r  l e s s  p ro sp ec t iv e  
u n se lec ted  s t r u c t u r e s .

Together ,  the ASRC and l a t e s t  proposed exchanges would t r a n s f e r  over 250,000 
acres  of the 1.53 m i l l i o n  ac re  Coas ta l  P la in  (approx im ate ly  18 percen t)  In to  
p r i v a t e  ownership.  However, to focus on the  r e l a t i v e  number of acres  conveyed 
through exchanges,  as 001 does,  i s  very m is lead ing .  I t  i s  the  lo c a t io n  of 
t h a t  acreage  r e l a t i v e  to the  most p ro s p e c t iv e  su b su r fac e  s t r u c t u r e s  which 1s 
r e l e v a n t ,  no t  the  a b so lu t e  number of  a c r e s  exchanged. R e l a t i v e l y  small bu t  
w e l l - in fo rm ed  or  simply f o r t u i t o u s  s e l e c t i o n s  cou ld  e f f e c t i v e l y  r e s u l t  1n the 
exchange of  a l l  o f  t h e - a r e a ' s  p o t e n t i a l  o i l  and gas r e s e r v e s .

I t  i s  the un ique ly  high ups ide  p o t e n t i a l  o f  the ANWR ac reag e  which 1s 
a t t r a c t i n g  the  w ide -sp read  e x p l o r a t i o n  I n t e r e s t  1n th e  Coas ta l  P l a in .
However, unsuccess fu l  e x p l o r a t i o n  on the  exchanged l a n d s ,  p r i o r  to l e a s i n g ,  i s  
one p o s s i b l e  outcome. The l e s s  p r o s p e c t i v e  t r a c t s  in ANWR, those  remain ing 
a f t e r  the exchange s e l e c t i o n s ,  could  very well be condemned through e a r l y  
d r i l l i n g  of  the  exchange t r a c t s ,  w i th  a r e s u l t a n t  lo s s  1n p u b l ic  revenues .

The in c o r p o r a t i o n  of  a r e s c i s s i o n  c l a u s e  1n any o f  the  exchange c o n t r a c t s  
would enab le  a c o r p o r a t io n  to  r e l i n q u i s h  t i t l e  t o  I t s  s u b su r f a c e  e s t a t e  1n 
ANWR in exchange fo r  the reconveyance  of a p o r t i o n — rumored to  be as high as 
65 p e r c e n t —o f  the  s u r f a c e  e s t a t e  which 1 t  has t r a d e d  f o r  t h e  ANWR la n d s .  The 
e f f e c t  of t h i s  p a r t i c u l a r  s t i p u l a t i o n ,  when combined w i th  th e  advance cash 
payments the  c o r p o r a t i o n s  a re  r e p o r t e d  to  have r e c e i v e d  from t h e i r  r e s p e c t i v e  
i n d u s t r y  p a r t n e r s ,  p l a c e s  th e  c o r p o r a t i o n s  in  a very  e n v ia b l e  low or no-r1sk  
p o s i t i o n .  The p u b l i c  I n t e r e s t  does n o t  en joy  p a r a l l e l  p r o t e c t i o n ,  however.
In exchange f o r  an I n d e te rm in a te  number of abandoned e x p l o r a t o r y  well 
l o c a t i o n s  on th e  Coas ta l  P l a i n  f o r  which 1 t  w i l l  r e g a in  t i t l e ,  001 w i l l  have 
to  reconvey t i t l e  to some o f  the  v a lu a b l e  re fuge  1 nho ld ings  which i t  has 
t e m p o ra r i ly  r e c e iv e d  from one o r  more o f  th e  c o r p o r a t i o n s .  Under th e se  
c i r c u m s t a n c e s ,  the  s t a t e d  b a s i s  f o r  th e  proposed exchange l i t e r a l l y  w i l l  
d i s a p p e a r .

The fe d e ra l  gove rnm en t ' s  r e c e i p t  of  f a i r  market v a lu e  f o r  ANWR's o i l  and gas 
r e s o u r c e s  c «  be assured only th rough a f u l l y  open and c o m p e t i t i v e  l e a s i n g  
program which r e t a i n s  a s i g n i f i c a n t  r o y a l t y  I n t e r e s t  in any o i l  and gas 
r e s e r v e s  which u l t i m a t e l y  may be d i s c o v e re d  and produced t h e r e .  The f a i r n e s s  
and e q u i t y  offered by c o m p e t i t i v e  l e a s i n g  p rocedu res  a r e  1n marked c o n t r a s t  to 
th e  terms o f  DOI's proposed exchanges .  Those exchanges  a r e  n o t  equal va lue  
exchanges .  In f a c t ,  t h e  a c tu a l  v a lu e  o f  the  ANWR lan d s  proposed f o r  exchange 
can n o t  be de te rm ined  p r i o r  t o  th e  d r i l l i n g  and t e s t i n g  of  numerous e x p l o r a t o r y  
w e l l s  on the  t r a c t s .
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T h e  H on o ra b le  D on a ld  P a u l H od e l 
S e c r e t a r y
D ep a rtm en t o f  t h e  I n t e r i o r  
M ain  I n t e r i o r  B u i l d in g  
1 3 t h  and C S t r e e t s ,  N .W .
W a sh in g to n , D .C . 2 0 2 4 0
H e : ANWR Land E x ch an g e
D e a r  S e c r e t a r y  B o d e l :

We h av e  r e c e n t l y  r e c e i v e d  a  c o p y  o f  G o v e rn o r  C ow p e r 's  l e t t e r  
t o  y ou  d a te d  O c t o b e r  2 8 ,  1 9 8 7 , and  a copy  o f  C r i t i q u e  o f  t h e  
p r o p o s e d  ANWR L an d  E x ch an g e s  p r e p a r e d  by th e  A la s k a  D iv i s i o n  o f  
O i l  and Gas (" A D O iG " ) . W h ile  v e  w ou ld  n o t n o rm a l ly  comment on  a  
p o s i t i o n  ta k e n  b y  t h e  G o v e rn o r  in  c o r r e s p o n d e n c e  w ith  y o u , t h e  
l e t t e r  h a s  b een  r e l e a s e d  t o  t h e  p r e s s .  B e c a u s e  o f  t h e  o b v io u s  
m is s t a t e m e n t s , i n f e r e n c e s  and in c o n s i s t e n c i e s  i n  t h e  p u r p o r t e d  
a n a l y s i s  p r e p a r e d  by  AD06C upon  w h ich  th e  G o v e rn o r  a p p e a r s  t o  b e  
r e l y i n g ,  ve  a r e  c o m p e l l e d  t o ' r e s p o n d .

As y ou  a r e  a w a r e , t h e  la n d  e x ch an g e s  p r e s e n t  an  u n p a r a l l e l e d  
o p p o r t u n i t y  f o r  t h e  U n i t e d  S t a t e n  t o  a c q u ir e  l a n d s  w h ich  w ou ld  
n o t  o th e rw is e  b e  a v a i l a b l e  t o  t h e  U n i t e d  S t a t e s .  T h e  a c q u i s i t i o n  
o f  t h e s e  la n d s  and  t h e  p r e s e r v a t i o n  o f  t h e  i n t e g r i t y  o f  t h e  
r e f u g e  s y s t a s  i s  an  i s s u e  o f  c r i t i c a l  im p o r ta n c e  t o  t h e  f e d e r a l  
g ov e rn m en t .

In  o u t l i n i n g  t h e  a r e a s  o f  g r e a t s s t  c o n ce rn  t o  t h e  S t a t e ,  t h e  
G o v e rn o r  s t a t e s  t h a t  t h e  e x ch an g e s  w i l l  d i v e r t  a t t e n t i o n  from  t h e  
l a r g e r  q u e s t i o n  r e g a r d in g  t h e  o p e n in g  o f  ANWR. We d i s a g r e e  w it h  
t h e  G o v e rn o r 's  c o n c l u s i o n  a s  t o  t h e  im p act o f  t h e  e x c h a n g e s , 
b e c a u s e  i t  i s  o u r  b e l i e f  t h a t  t h e  ex ch an g es  p r o v i d e  C on g re s s  w i th  
an  o p p o r t u n i t y  t o  a c q u i r e  la n d s  f o r  t h e  p u b l i c  w h ic h  w ou ld  n o t  b e
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o t h e r w i s e  a v a i l a b l e .  T he  o n ly  tw o g rou p s  th a t  s e em  t o  c o n s i s ­
t e n t l y  r a i s e  th e  e x c h a n g e s  in  t h e  r e c e n t  h e a r in g s  h a v e  been  th e  
e n v ir o n m e n ta l  g r o u p s ,  who have  p u b l i c l y  a ckn ow ledg ed  t h e i r  f e a r  
t h a t  t h e  p rop o sed  e x c h a n g e s  w i l l  in f lu e n c e  C ongress t o  open  ANWR, 
an d  t h e  r e p r e s e n t a t i v e s  o f  t h e  G o v e rn o r 's  a d m in i s t r a t i o n .  We 
r e g a r d  t h e  c u r r e n t  l e g i s l a t i o n  on th e  exchanges a s  r e f l e c t i v e  o f  
C o n q r s s s '  c on ce rn  t h a t  i t  r e s e r v e s  t o  i t s e l f  t h e  u l t im a t e  
d e c i s i o n .  The p r o p o s e d  J o n e s  b i l l  (H .R . 3601) c l e a r l y  r e f l e c t s  
t h i s  d e s i r e  o f  C o n g r e s s .

T h e  G overn or a l s o  g o e s  on t o  s t a t e  t h a t  he n ow  o p p o s e s  th e  
e x c h a n g e s  b e cau se  t h e y  p r o p o s e  t o  t r a d e  s u r f a c e  v a l u e s  f o r  
unknown b u t  h i g h ly  p r o s p e c t i v e  s u b s u r f a c e  v a lu e s . H ow ever , in  
M a rch  o f  t h i s  y e a r ,  b a s e d  upon th e  same d a ta , h a  o p p o s e d  th e  
e x c h a n g e s  and w i t h d r e w  t h e  S t a t e  from  fu r th e r  p a r t i c i p a t i o n  in  
t h e  n e g o t i a t i o n s  w i t h  t h e  D epartm en t f o r  e n t i r e l y  d i f f e r e n t  and  
i n c o n s i s t e n t  r e a s o n ® . I t  was h i s  b e l i e f  then t h a t  t h e  S t a t e  
l a c k e d  s u f f i c i e n t  i n f o r m a t i o n  t o  d e te rm in e  th e  a c t u a l  l o c a t i o n  
an d  v a l u e  o f  any p e t r o l e u m  r e s e r v e s ,  and t h a t ,  t h e r e f o r e ,  t h e  
S t a t e  c o u ld  n o t o b t a i n  d e s i r a o l e  t r a c t s .  T h u s , t h e  G o v e rn o r  
r e a s o n e d ,  g iv en  t h «  u n r e l i a b i l i t y  o f  th e  d a t a ,  i t  w ou ld  be  
i n a p p r o p r i a t e  f o r  t h e  S t a t e  t o  t r a d e  known s u r f a c e  v a l u e s  f o r  
" s p e c u l a t i v e "  ANWR s u b s u r f a c e  v a l u e s .  I t  was n o t  h i s  c o n c e rn  
t h a t  t h e  c o n ce p t w a s  f la w e d  a s  h e  now a s s e r t s .  I t  i s  d i f f i c u l t  
f o r  u s  t o  u n d e r s ta n d  t h i s  in c o n s i s t e n c y  in  th e  S t a t e ' s  r e a s o n in g . 
I n  M a r c h , th e  t r a c t ®  w ere  t o o  s p e c u l a t i v e  f o r  th e  S t a t e  t o  a c c e p t  
i n  e x ch an g e  f o r  kn ow n  s u r f a c e  v a l u e s ,  whereas i n  O c t o b e r ,  t h e  
s u b s u r f a c e  v a lu e s  a r e  t o o  p r o s p e c t i v e l y  v a lu a b le  t o  b e  e x ch an g e d . 
Y e t  n o  new d a ta  h a ®  b e e n  g e n e r a te d  in  th e  i n t e r im .  As y ou  a r e  
aw a re  t h e  p r o c e d u r e ®  f o l l o w e d  b y  3L*f t o  d e te rm in e  t r a c t  v a lu e s  
f o r  t h e  ex changes a r e  t h e  same o n e s  u s e d  by th e  U n i t e d  S t a t e s  t o  
d e t e rm in e  v a lu e s  f o r  o t h e r  d i s p o s i t i o n  o f  o i l  a n d  g a s  i n t e r e s t s  
a n d , t o  some e x t a n t  t h e  S t a t e ,  in  d e te rm in in g  t h e  a c c e p t a b l e  
l e v e l  o f  b on u s ' c o m p e n s a t io n  u n d e r  th e  s tan d a rd  l e a s i n g  p ro g ram s .K

T h e  G ov e rn o r a l s o  f a u l t s  t h e  ex changes f o r  n o t  a c q u i r in g  th e  
s u b s u r f a c e  e s t a t e  i n  t h o s e  la n d s  where i t  i s  a v a i l a b l e .  I t  i s  
o u r  u n d e r s ta n d in g  t h a t  d e c i s i o n  was re a ch e d  by t h e  D ep a r tm en t o f  
t h e  I n t e r i o r  a f t e r  c o n c lu d in g  t h a t  t h e  s u b s u r fa c e  h a d  l i t t l e  o r  
n o  p o t e n t i a l  f o r  d e v e l o p a b l e  m in e r a l s ,  making i t  u n w is e  t o  in c u r  
t h e  c o s t  o f  a c q u i r i n g  i t .

T h e  l a s t  r e a s o n  g iv e n  by  t h e  G ov e rn o r f o r  h i s  o p p o s i t i o n  i s  
p e r h a p s  th e  m ost s i g n i f i c a n t — th e  f a c t  t h a t  t h e  e x c h a n g e s  may 
d e p r i v e  th e  S t a t e  o f  r e v e n u e s  from  th e  t r a c t s .  T h e  S o v e m o r  
p o i n t s  t o  th e  A S R C /K IC  ex ch an g e  at, an exam ple o f  t h i s ,  and
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a t t e m p t s  t o  c r e a t e  t h *  im p re a s io n  t h a t  t h i s  e x ch an g e  i s  p a r t  o f  
t h *  p o n d in g  e x c h a n g e  p r o p o s a l s .  What th a  G o v * m o r  f a i l s  t o  
a c k n ow le d g e  i s  t h a t  u n d e r  t h a  p r o v i s i o n s  o f  ANILCA, ASftc h ad  th a  
r i g h t s  t o  a c q u i r a  t h e  s u b s u r f a c e  o f  th o s e  lan d s  u p o n  th a  o p en in g  
o f  t h *  C o a s t a l  P l a i n  b y  C o n g re s s . T h u s , in  no e v e n t  w ou ld  th e  
S t a t e  r e c e i v e  any l e a s e  rev en u es  f r o a  th o s e  l a n d s  h ad  th a  
e x c h a n g e  n o t  baan  con sum m a te d . In  f a c t ,  by c on su m m a tin g  th a  
e x c h a n g e , t h a  D e p a r tm e n t  w as a b l s  t o  a c q u ir a  v a l u a b l e  in h o ld in g s  
i n  t h e  N a t i o n a l  P a r k  S y s tem  a t  no a d d i t i o n a l  c o s t  t o  t h e  U n ite d  
S t a t e s .

W ith  r e s p e c t  t o  t h e  S t a t e ' s  n eed  f o r  r e v e n u e s , i t  i s  o u r  
u n d e r s t a n d in g  t h a t ,  e v e n  w ith  t h e  v e ry  s i g n i f i c a n t  r o y a l t i e s  
d e r i v e d  by  t h e  S t a t e  f r o a  i t s  h o ld in g s  a t  P rudhoe  B a y , o v e r  60% 
o f  t h e  S t a t e ' s  r e v e n u e s  fr om  o i l  and  g a s  i s  d e r iv e d  f r o a  t a x e s ,  
t h e  sam e t a x e s  w h ic h  w i l l  be l e v i e d  on any i n t e r e s t s  t h a t  a r e  
a c q u i r e d  in  th a  ANWR e x c h a n g e s . F u r th e rm o re , o u r  c o r p o r a t i o n s  
a r e  A la s k a  c o r p o r a t i o n s  w h ich  do  m o s t , i f  n o t  a l l ,  o f  t h e i r  
b u s in e s s  in  A la s k a . Any d o l l a r s  we e a rn  a r e  s p e n t  l o c a l l y  
h e l p i n g  t h e  economy o f  t h e  S t a t e .  O ur s h a r e h o ld e r s  a r e  by  and 
l a r g e  a l l  r e s i d e n t s  o f  t h e  S t a t e  and l ik e w is e  t o  t h e  e x t e n t  we 
a r e  a b l e  t o  p ay  d i v i d e n d s ,  t h o s e  d iv id e n d  d o l l a r s  a r e  im m e d ia te ly  
p u t  i n t o  t h a  S t a t e ' s  e c o n om y .

B e c a u s e  th e  G o v e r n o r ' s  p o s i t i o n  i s  in  a l a r g e  p a r t  b a sed  
u p on  t h e  ACO&G C r i t i q u e ,  we have ta k e n  th *  l i b e r t y  o f  a t t a c h i n g  a 
b r i e f  r e v ie w  o f  t h a t  d o cum en t f o r  y o u r  c o n s i d e r a t i o n .  I n  o u r  
ju d g m e n t , t h e  ADO&G C r i t i q u e  i s  n o t  an h o n e s t  a n d  f a c t u a l l y  
a c c u r a t e  a n a l y s i s  o f  t h e  p ro p o s e d  e x c h a n g e s^  In a sm u c h  a s  th e  
G o v e rn o r  h a s  r e l i e d  u p o n  t h a t  C r i t i q u e ,  he h a s  b e en  i l l  s e r v e d .

We n e i t h e r  a g r e e  w ith  n o r  u n d e rs tan d  t h e  G o v e rn o r 's  
o p p o s i t i o n  t o  th e  p r o p o s e d  e x c h a n g e s . S u f f i c e  i t  t o  s a y  t h a t  h i s  
p o s i t i o n  i s  n o t  s h a r e d  b y  t h e  A la s k a  S t a t e  S en a te  w h ic h  a d o p te d  a 
R e s o l u t i o n  t h i s  s p r i n g  a d d r e s s in g  e x ch an g e s  in  a  m o re  p o s i t i v e  
l i g h t .  N o r  i s  t h e r e  a n y  e v id e n c e  t h a t  i t  i s  s h a r e d  b y  t h e  A la s k a  
C o n g r e s s i o n a l  d e l e g a t i o n .  I t  may b e  t h a t  th e  S t a t e  a d m in is ­
t r a t i o n  f a i l s  t o  u n d e r s t a n d  t h e  im p l i c a t i o n s  o f  n a t i o n a l  p o l i c y  
when v iew e d  f r o a  t h e  m ore  n arrow  p e r s p e c t iv e  o f  S t a t e  s e l f  
i n t e r e s t s  The a c q u i s i t i o n  o f  c r i t i c a l  i n h o l d i n g s  in  th e s e  
R e fu g e s  i s  a  n a t i o n a l  i s s u e  w h ich  h a s  im p l i c a t i o n s  f a r  b ey on d  th e  
d a y - t o - d a y  o p e r a t i o n s  o f  t h e  S t a t e .

We a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  c o r r e c t  som e o f  th e  
m is in f o r m a t i o n  t h a t  h a s  b e e n  s o  b r o a d ly  c i r c u l a t e d  b y  t h e  S t a t e .
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The  f o l l o w in g  i s  n o t  in t e n d e d  a s  a l i n e - b y - l i n e  r e b u t t a l  o f  
t h e  s t a t e m e n ts  in  th e  C r i t i q u e  o f  th e  P rop o sed  ANWR Land  
E x ch an g e s  p r e p a r e d  by th e  A la s k a  D iv i s i o n  o f  O i l  and G a s , b u t  
< 'eeks t o  a d d re s s  th e  n o re  f u n d a a e n t a l  in a c c u r a c ie s  and m i s s t a t e ­
m en ts  c o n ta in e d  in  th e  d o cu m en t . T h e s e  in a c c u r a c i e s  g o  t o  t h e  
h e a r t  o f  th e  m a l y s i s  and c a s t  v e r y  s u b s t a n t i a l  d o u b ts  on i t s  
v a l i d i t y .

ASRC E x ch an ge .
T he  C r i t i q u e  c l e a r l y  m i s s t a t e s  th e  im p act o f  t h e  p ro p o s e d  

e x c h a n g e s  by in c lu d in g  w ith  them  a s  an in t e g r a l  p a r t  o f  i t s  
a n a l y s i s  th e  1983  A r c t i c  S l o p e  R e g io n a l  C o r p o r a t io n  ("ASRC1*) 
E x c h a n g e . The ASRC E x ch an ge  i s  in  n« way in v o lv e d  w ith  t h e  
p r e s e n t  p ro p o s e d  e x c h a n g e s . T w o - t h i r d s  o f  t h e  la n d s  r e c e i v e d  by  
ASRC un t-e r t h a t  ex ch an g e  i s  o u t s i d e  t h e  C o a s t a l  P l a in  a s  d e f in e d  
by  C o n g r e s s . F u r th e rm o r e , in  AN ILCA , C on g re ss  m andated t h a t  upon  
t h e  o p e n in g  o f  t h e  C o a s t a l  P l a in  o f  ANWR, ASRC was a u t h o r i z e d  t o  
a c q u i r e  t h o s e  same la n d s  by  e x c h a n g in g  on an a c r e - j  .— a c r e  b a s i s  
o t h e r  s u b s u r f a c e  la n d s  w h ic h  i t  ow ned . I t  was o n ly  a s  t h e  r e s u l t  
o f  t h e  1983  ex ch an g e  t h a t  t h e  U n i t e d  S t a t e s  was a b l e  t o  r e c e i v e  
any  la n d s  o f  v a lu e  f o r  t h e  r i g h t s  g r a n te d  by C o n g r e s s . C o r r e ­
s p o n d in g ly , a s  t h e  r e s u l t  o f  AN ILCA , th e  ASRC Lan ds w ou ld  h a v e  
n e v e r  b een  a v a i l a b l e  f o r  l e a s i n g  b y  t h e  U n ite d  S t a t e s  and th u s  no 
b on u s  c o u ld  h av e  e v e r  b e e n  d e r i v e d  f r o *  th e n . N o tw ith s t a n d in g  
t h i s  v e r y  o b v io u s  d i s t i n c t i o n ,  t h e  a u th o r  o f  t h e  C r i t i q u e  
r e p e a t e d ly  in c lu d e *  t h e s e  ASRC L a n d s  in  h i s  a n a l y s i s ,  r e s u l t i n g  
i n  o v e r  a 50% o v e r s t a t e m e n t  o f  t h e  a c r e a g e  a c t u a l l y  in v o lv e d  in  
t h e  p r o p o s e d  e x c h a n g e s .

V a l u a t i o n .
L ik e w is e , t h e  S t a t e ' s  .a n a l y s i s  o f  th e  v a l u a t i o n  p r o c e s s  i s  

e q u a l l y  f la w e d . R a th e r  t h i n  v a l u i n g  th e  o i l  and g au  in  p l a c e ,  
t h e  p r o c e d u r e  w h ich  was u t i l i z e d  s o u g h t  t o  p la c e  a  v a l u e  on t h e  
r i g h t  t o  e x p lo r e ,  d e v e lo p  and  p r o d u c e  any o i l  and g a s  w h ic h  m ig h t  
b e  fo u n d . T h e re  h av e  n e v e r  b e e n  any r e p r e s e n t a t i o n s  by t h e  
U n i t e d  S t a t e s  t h a t  o i l  o r  g a s  w i l l  b e  foun d  under t h ^  t r a c t s  o r ,  
i f  f o u n d , t h e  ex ch an g e  p a r t i c i p a n t s  w i l l  e v e r  r e c e i v e  s u f f i c i e n t  
in c o a e  t o  e q u a l t h e  v a lu e  o f  t h e  t r a c t s  a s  d e te rm in e d  by  B IX . 
W h ile  t h e  S t a t e  s e e k s  t o  p o i n t  c i t  t h a t  in  f a c t  i f  t h e r e  i s  o i l  
and  g a s  p r e s e n t ,  t h e  v a lu e  o f  t h e  t r a c t  c o u ld  be in  e x c e s s  o f  t h e  
v a l u e  e s t a b l i s h e d ,  i t  f a i l s  t o  a ckn ow ledg e  t h a t  t h e r e  i s  a  
g r e a t e r  th an  80% r i s k  t h a t  t h e r e  i s  no o i l  and g a a  u n d e r  t h e  
t r a c t  and t h a t  i f  t h e r e  i s  no o i l  o r  g a s , t h e  v a lu e  b e in g  c h a r g e d  
f o r  t h e s e  r i g h t s  i s  f a r  i n  e x c e s s  o f  th e  " a c t u a l  v a lu e "  o f  t h e  
t r a c t .

T he  p r o c e d u r e  u t i l i z e d  t o  a r r i v e  a t  th® v a l u e  o f  t h e s e  
r i g h t s  w ith  r e s p e c t  t o  t h e  t r a c t s  u t i l i z e s  th e  s t a n d a r d  m e th od ­
o lo g y  f o l lo w e d  by BI*4 (a n d  t o  som a d e g re e  t h e  S t a t e  o f  A la s k a  a s



w e l l )  in  d e t e rm in in g  w h e th e r  t h e  com pen sa tion  o f f e r e d  t o  t h e  
U n i t e d  S t a t e s  i s  f a i r  v a lu e  f o r  g r a n t in g  auch  r i g h t s  in  a l e a s e  
s a l e .  T h e r e  was,- h ow ev e r , one im p o r ta n t  d e p i - . t u r e  f r o a  th e  
a p p l i c a t i o n  o f  t h i s  m e th o d o lo g y  in  t h e  c a se  o f  th a  v a l u a t i o n s  f o r  
t h e  e x c h a n g e s . In  a r r i v i n g  a t  t h e  exchange v a lu e s , blm  added  a 
s e c o n d  am ount t o  t h e  am ount i t  d e te rm in e d  t o  be f a i r  c om p en s a t io n  
f o r  t h e  t r a c t .  The am ount add ed  was th e  n e t p r e s e n t  v a lu e  o f  t h e  
r i g h t  o f  t h e  U n i t e d  S t a t e s  t o  r e c e i v e  a r o y a l t y  f r o a  any p r o d u c ­
t i o n .  T h u s , u n l ik e  a n o rm a l l e a s e  where th a  o b l i g a t i o n  t o  pay  a 
r o y a l t y  i s  d e p en d en t upon  a c t u a l  p r o d u c t i o n , t h e  p a r t i c i p a n t s  
w ere  r e q u i r e d  t o  p r e p a y  t o  t h e  U n i t e d  S t a t e s  th e  v a lu e  o f  t h a t  
r o y a l t y  i r r e s p e c t i v e  o f  w h e th e r  o r  n o t p r o d u c t i o n  e v e r  o c c u r s  
from  t h e s e  l a n d s .  T h u s , t h e  U n i t e d  S t a t e s  b e a r s  none o f  t h e  r i s k  
o f  w h e th e r  o i l  o r  g a s  i s  p r e s e n t  un d e r a t r a c t  ex ch an g ed  t o  a 
N a t iv e  C o r p o r a t i o n .  T h a t  r i s k  i s  b o rn e  s o l e l y  by t h e  C o r p o r a t i o n  
and t o  t h e  e x t e n t  t h e  C o r p o r a t i o n  i s  a b le  t o  p a s s  t h a t  r i s k  on t o  
a t h i r d  p a r t y  d o e s  n o t  mean t h a t  t h e  v a lu a t i o n  p r o c e s s  f o r  t h e  
t r a c t s  i s  f a u l t y .  I t  s h o u ld  b e  n o te d  t h a t  m ost o f  t h e  p a r t i c i ­
p a n t s  f o r  w h a te v e r  r e a s o n s  w ere  n o t  a s  s u c c e s s f u l  a s  o l d  H a rb o r  
N a t iv e  C o r p o r a t i o n  in  p a s s in g  on t h a t  r i s k .  The p a r t i c i p a n t s  a r e  
n o t  in  t h e  o i l  and g a s  b u s in e s s  and a r e  n o t  a c cu s tom ed  t o  t a k in g  
s u c h  r i s k s .  T h u s , i t  was o n ly  th r o u g h  t h e i r  a b i l i t y  t o  p a s s  on  
some o r  a l l  o f  t h a t  r i s k  t o  in d u s t r y  t h a t  th e y  w ere a b l e  t o  g o  
f o rw a rd  w it h  t h e  e x c h a n g e s  and  make t h e i r  in h o ld in g s  a v a i l a b l e  t o  
t h e  R e fu g e  S y s tem .

R e s c i s s i o n .
A n o th e r  i n c o r r e c t  in f e r e n c e  s u g g e s te d  by t h e  C r i t i q u e  i s  

t h a t  t h e  N a t iv e  C o r p o r a t i o n s  h av e  th e  r i g h t  t o  r e s c in d  t h e  
e x c h a n g e  and r e a c q u i r e  t h e i r  r e f u g e  in h o ld in g s  i f  t h e  e x p l o r a t i o n  
e f f o r t s  a r e  u n s u c c e s s f u l ,  t h e r e b y  d e p r iv in g  th e  U n i t e d  S t a t e s  o f  
t h e  c o n s i d e r a t i o n  i t  r e c e i v e d  f o r  g r a n t in g  th o s e  r i g h t s .  W h ile  
i t  i s  t r u e  t h a t  a t  t h i s  t im e  on e  p a r t i c i p a n t  h a s  n e g o t i a t e d  a 
l im i t e d  r i g h t  t o  r e s c i n d  t h *  e x ch an g e  w ith  r e s p e c t  t o  a  p o r t i o n  
o f  i t s  la n d s  in  c o n s i d e r a t i o n  f o r  th *  payment t o  t h e  U n i t e d  
S t a t e s  o f  an o v e r r i d i n g  r o y a l t y ,  o f  th e  a p p r o x im a te ly  8 9 5 ,0 0 0  
a c r e s  o f  N a t iv e  la n d s  b e in g  a c q u i r e d ,  t h e  U n it e d  S t a t e s  w i l l  
r e t a i n  a p p r o x im a t e ly  8 2 0 , 0 0 0  a c r e s  even i f  t h a t  C o r p o r a t i o n  i s  
a b l e  t o  e x e r c i s e  i t s  r i g h t s  o f  r e s c i s s i o n ,  and ev en  o f  t h a t  
C o r p o r a t i o n ' s  i n h o l d i n g s ,  t h e  U n i t e d  S t a t e s  w i l l  r e t a i n  i t s  b e s t  
l a n d s  h a v in g  a  v a l u e  e q u a l  t o  any  c o n s id e r a t i o n  t h a t  C o r p o r a t i o n  
may r e c e i v e  from  i n d u s t r y ,  b u t  in  no e v en t l e s s  th a n  35% o f  s u c h  
l a n d s .

S t r u c t u r e s .
T ha  C r i t i q u e  m akes num erou s s ta tem en ts  r e g a r d in g  t h e  

D e p a r tm e n t 's  f a i l u r e  t o  i d e n t i f y  a l l  p o s s i b l e  s t r u c t u r e s  and how , 
b a s e d  upon  th e  S t a t e ' s  in d e p e n d e n t  a n a l y s i s ,  e v e r /  on e  o f  t h e  73  
t r a c t s  s e l e c t e d  by t h e  p a r t i c i p a n t s  i s  l o c a t e d  a b ov e  s t r u c t u r e s .  
I t  a l s o  a s s e r t s  t h a t  a l l  m ap p ab l*  c l o s u r e s  have  b een  e x ch an g ed  o r  
p r o p o s e d  f o r  e x c h a n g e s  and  t h a t  t h e  t o p s  o f  a l l  o f  t h e  b e s t  
s t r u c t u r e s  h av e  b e en  s e l e c t e d .  I t  i s  s u r p r i s i n g  t h a t  t h i s  was



a c c o m p l i s h e d  by t h a  i d e n t i f i c a t i o n  o f  o n ly  15% o f  th e  la n d s  
w it h in  C o a s t a l  P l a i n ,  and t h a t  no s e l e c t i o n s  i d e n t i f i e d  in
t h e  a r e a  o f  t h e  a a j o r  s t r u c t u r e  c o r e  c a l v in g  a r e a  and v eAy  ? - y  <n 
some o f  t h e  o t h e r  i d e n t i f i a b l e  s t r u c t u r e s .  What i s  even s o r e  
s u r p r i s i n g  and c a l l s  i n t o  q u e s t i o n  th e  a c c u r a c y  o f  th e s e  
a s s e r t i o n s ,  i s  t h a t  a l i t t l e  m ore th a n  sev en  m onths ago th e
G o v e rn o r , in  g iv in g  h i s  r e a s o n s  f o r  w ith d raw in g  th e  s t a t e  from  
t h e  e x ch an g e  n e g o t i a t i o n s ,  s t a t e d  t h a t  a m a jo r  r e a s o n  f o r  h i s  
a c t i o n  was th e  u n r e l i a b i l i  7  o f  t h e  a v a i l a b l e  d a t a  and th e  l a c k  
o f  s u f f i c i e n t  d a t a  f o r  th e  S t a t e  t o  b e  a b le  t o  nafca s e l e c t i o n s .  
A f t e r  t h e  c o m p le t io n  o f  t h e  i d e n t i f i c a t i o n  p r o c e s s ,  and w ith  no 
new d a t a  th a n  t h e  same d a t a  w h ich  was a v a i l a b l e  t o  t h e  D epartm ent 
and m o s t o f  t h e  in d u s t r y  a d v i s o r s  o f  t h e  p a r t i c i p a n t s ,  th e  s t a t e  
i s  now a b l e  t o  i d e n t i f y  s t r u c t u r e s  w here b e f o r e  t h e  s t r u c t u r e s  
h ad  f a l l e n  th r o u g h  t h e  h o l e s  in  t h e  s e is m ic  g r i d .  The one
p a r t i c i p a n t  whose in d u s t r y  a d v i s o r s  h ad  t h e  d a t a  from  th e  XIC
w e l l ,  h ow e v e r , s e l e c t e d  on t h e  s t r u c t u r e s  mapped by DO I.

P r e  L e a s e  E x p l o r a t i o n .
T h e  ADO&G C r i t i q u e  a l s o  e x p r e s s e s  a c o n c e rn  r e g a r d in g  th a  

e f f e c t s  o f  any p r e - l e a s e  e x p l o r a t i o n  a c t i v i t i e s  o f  t h e  p a r t i c i ­
p a n t s  w h ic h  m ig h t b e  a u t h o r i z e d  by C o n g r e s s . In  o p p o s in g  su ch
a c t i v i t i e s ,  t h e  C r i t i q u e  p o i n t s  t o  t h e  p o t e n t i a l  l o s t  re v en u e s
f r o a  b o n u s e s  w h ich  w ou ld  b e  p a id  a t  a l e a s e  s a l e  f r o a  " p rem a tu re  
c o n d em n a t io n "  o f  t h e  a r e a  b a s e d  on  u n s u c c e s s f u l  e x p l o r a t i o n  
e f f o r t s .  I f  C on g re s s  w ere t o  a u t h o r i z e  s u c h  a c t i v i t y ,  i t  w ou ld  
a p p e a r  t h a t  t h e  a d v a n ta g e s  o f  t h e  U n i t e d  S t a t e s  h a v in g  th e  
d o w n -h o le  d a t a  from  s u ch  a c t i v i t i e s  w ou ld  b e  e x t r e m e ly  b e n e f i ­
c i a l .  I f  t h e  r e s u l t s  w ere p o s i t i v e ,  t h e  D ep a rtm en t c o u ld  sh ap e  
t h e  l e a s e  s a l e  a c c o r d in g l y .  I f  t h e  r e s u l t s  w ere n e g a t iv e  and t h e  
a r e a  " con d em n ed ,"  t h e  u n n e c e s s a ry  e n v ir o n m e n ta l im p a c ts  from  th e  
f u l l  s c a l e  e x p l o r a t i o n  e f f o r t s  w h ich  w ou ld  f o l l o w  t h e  le a s e  s a l e  
c o u ld  b e  a v o id e d . I f  a s  t h e  r e s u l t s  o f  s u c h  a c t i v i t i e s  i t  w ere  
d e te rm in e d  t h a t  t h e  C o a s t a l  P l a in  w ere  t o  h a v e  no p o t e n t i a l ,  th en  
c l e a r l y  no one w ou ld  a d v o c a t e  h o ld in g  a  l e a s e  s a l e  and p e rm it t in g  
t h e  e n v ir o n m e n ta l im p a c ts  f r o a  t h e  r e s u l t i n g  e x p l o r a t i o n  
a c t i v i t i e s  t o  o c c u r ,  s o l e l y  t o  g e n e r a t e  a  few  d o l l a r s  in  l e a s e  
b o n u s e s .
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The November 16, 1987 l e t t e r  and a t t a c h e d  c r i t i q u e  e n t i t l e d ,  " C r i t iq u e  of  A 
C r i t i q u e "  from the  Native Lands Group, Akhiok-Kaguyak, Doyon L t d . ,  Gana-A Yoo 
Limited ,  Old Harbor Native C orp o ra t io n ,  and Koniag, Inc .  ( th e  c o r p o r a t i o n s )  to  
S e c re ta r y  of  the  I n t e r i o r  Hodel can only be c h a r a c t e r i z e d  as a d e l i b e r a t e  
d i s t o r t i o n  and m i s c h a r a c t e r i z a t i o n  of the  pub l ic  r e c o rd .  Using e n t i r e l y  
conc luso ry  and undocumented s t a t e m e n t s ,  the  a u th o r s  a t t em p t  to  d i s c r e d i t  the  
ANWR Exchange C r i t i q u e  p repared  by the  Alaska D iv is ion  of  Oil and Gas.

F o r t u n a t e l y ,  the  pu b l ic  record  i t s e l f  r e b u t s  most of th e  u n s u b s t a n t i a t e d  
c la ims and a l l e g a t i o n s  con ta ined  in the  c o r p o r a t i o n s '  documents.  In 
combina t ion ,  the  p ub l ic  r e c o rd ,  the  terms o f  the  p u b l i c l y  a v a i l a b l e  proxy 
s ta t em en ts  of  Koniag,  Inc.  and Old Harbor Nat ive  C o rp o ra t io n ,  as well as the 
candid  p u b l ic  comments o f  Old Harbor and Department o f  the  I n t e r i o r  
r e p r e s e n t a t i v e s  e f f e c t i v e l y  debunk the  remainder of  t h e i r  arguments.

MISCHARACTERIZATIONS WITHIN THE LETTER

The c o r p o r a t io n s  su g g es t  t h a t  t h e r e  i s  l i m i t e d  o p p o s i t io n  to  the  
proposed exchanges.  They c la im  " . . . T h e  only  two grouos t h a t  seem to 
c o n s i s t e n t l y  r a i s e  the  exchanges in the  r e c e n t  h e a r in g s  have been the  
environmenta l  g roups ,  who have p u b l i c l y  acknowledged t h e i r  f e a r  t h a t  the  
proposed exchanges w i l l  i n f l u e n c e  Congress to  open ANWR, and the  
r e p r e s e n t a t i v e s  o f  the  Governor ' s  a d m i n i s t r a t i o n . "

Since t h e r e  have been no Congress ional h e a r in g s  to  s p e c i f i c a l l y  c o n s id e r  the  
proposed exchanges and in l i g h t  o f  I n t e r i o r ' s  agreement to  d e fe r  them, i t  i s  
n o t  unusual t h a t  d i s c u s s io n  o f  them has t e m p o ra r i ly  su b s id ed .  However, t h i s  
f a c t  in no way im p l ie s  t h a t  t h e r e  i s  no t  widespread  and vocal o p p o s i t io n  to 
the  proposed exchanges.

For example,  in the  Ju ly  22, 1987 e d i t i o n  o f  the  Anchorage Daily News, 
R e p r e s e n ta t i v e  George M i l l e r ,  Chairman of  th e  I n t e r i o r  Water and Power 
Resources Subcommittee,  expressed  h i s  view t h a t  "These exchanges a re  a cyn ica l  
a t t em p t  to  put p r e s s u r e  on the  Congress to  vo te  to  open th e  a rea  f o r  o i l  
e x p l o r a t i o n  and p r o d u c t io n . "  E a r l i e r ,  in  an August 15,  1986 j o i n t  l e t t e r  to 
I n t e r i o r  S e c r e t a r y  Hodel ten  members of  the  Senate  Committee on Energy and 
Natural  Resources  voiced the  op in ion  t h a t  " . . . t h e  proposed exchange w i l l  
com pl ica te  and p o s s ib ly  p r e ju d ic e  a d e c i s io n  by t h i s  Congress  r e g a rd in g  the  
f a t e  of those  l a n d s . "  More r e c e n t l y ,  Sena to r  Benne t t  Johnson who c h a i r s  the  
Senate  Energy Cornin'ttee has been an outspoken c r i t i c  of  the  proposed exchanges.

The c o r p o r a t i o n s  c la im t h a t  the  reason  f o r  the  s t a t e ' s  o p p o s i t io n  to  th e  
excharges  has changed over t ime .  They m a in ta in  " . . . h e  (Cowper) opposed 
the  exchanges  and withdrew the  S t a t e  from f u r t h e r  p a r t i c i p a t i o n  in the  
n e g o t i a t i o n s  with the  Department f o r  e n t i r e l y  d i f f e r e n t  and i n c o n s i s t e n t  
r e a so n s .  I t  was h i s  b e l i e f  then t h a t  the  s t a t e  lacked  s u f f i c i e n t  
in fo rm a t io n  to  de termine  th e  a c tu a l  l o c a t i o n  and va lue  o f  any petroleum 
r e s e r v e s ,  and t h a t ,  t h e r e f o r e ,  the  s t a t e  could  not o b ta in  d e s i r a b l e  
t r a c t s ,  (emphasis added)
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In f a c t ,  the  s t a t e ' s  p o s i t i o n  has been e n t i r e l y  c o n s i s t e n t  th roughout s ince  
Governor Cowper f i r s t  p u b l i c ly  expressed  o p p o s i t io n  to  the  exchanges.  The 
record  r e f l e c t s  t h a t  Governor Cowper has c o n s i s t e n t l y  and re p e a te d ly  exp la ined  
in d e t a i l  the  severa l  reasons  fo r  h i s  p o s i t i o n ,  one of  them being the  
i n a b i l i t y  fo r  anyone to  s e l e c t  d e s i r e d  t r a c t s ,  no t  j u s t  the  s t a t e ,  as a l l e g e d  
by the  c o rp o ra t io n s . "

In a w r i t t e n  p ub l ic  s t a t em e n t  on the  exchanges dated February 27, 1987 
Governor Cowper d e sc r ib e d  h i s  reasons  f o r  withdrawing s t a t e  r e p r e s e n t a t i v e s  
from the  exchange n e g o t i a t i o n s .  Cowper exp la ined  " . . . F i r s t ,  land  t r a d e s  add a 
l a y e r  of  complexity  to  the  ANWR i s s u e .  By f u r t h e r  com pl ica t ing  t h i s  a l r ead y  
d i f f i c u l t  m a t t e r ,  Congress ional a t t e n t i o n  i s  d iv e r t e d  from the  S t a t e ' s  c e n t r a l  
concern  which i s  the  opening of  the  r e f u g e . . .Second, the  S t a t e  and f ed e ra l  
government ' s  u n de rs tand ing  of the  ac tua l  l o c a t i o n  and va lue  of  the  petroleum 
r e s e r v e s  i s  no t good enough to  a s s u r e  t h a t  e i t h e r  th e  S t a t e  w i l l  o b ta in  
d e s i r a b l e  l a n d s ,  or  t h a t  h igh ly  p r o s p e c t iv e  t r a c t s  a re  no t  t raded  away w i thou t  
s u f f i c i e n t  co m p en sa t io n . . .Another major f a c t o r  to  c o n s id e r  i s  t h a t  land 
exchanges a re  no t  in the  b e s t  i n t e r e s t  o f  the  b ro a d e s t  spectrum of  A l a s k a n s . . . "

L a t e r ,  in h i s  tes t im ony  b e fo re  the  Sena te  Energy Committee on June 4,  1987, 
Governor Cowper ex p la in ed  " . . . a l t h o u g h  a v a i l a b l e  geo log ic  and geophysical  da ta  
c l e a r l y  demonst ra te  the  hydrocarbon p o t e n t i a l  o f  the  r e g i o n ,  the  S t a t e  and 
Federa l  government 's  u n de rs tand ing  of  th e  ac tua l  l o c a t i o n  and va lue  of  the  
pe tro leum re s e r v e  i s  no t  p r e c i s e  enough to  a s s u re  t h a t  h igh ly  p ro s p e c t iv e  
t r a c t s  a re  not t r a d e d  away w i th o u t  the  Federa l  government r e c e iv in g  adequate  
c o m p en s a t io n ." (emphasis added) Thus, the  record  c l e a r l y  e s t a b l i s h e s  t h a t  
the  G overnor ' s  concern always has been and c o n t in u es  to  be t h a t  the  exchange 
v a l u a t i o n  procedures  a re  inadequa te  to  e s t a b l i s h  r e l i a b l e  subsu r face  v a lu e s ,  
and th us  do no t  a s s u r e  the  f e d e ra l  governm ent 's  r e c e i p t  o f  f a i r  market va lue  
f o r  the  r e s o u r c e s .  This i s  p r e c i s e l y  th e  c onc lus ion  o f  th e  D iv is ion  of  Oil 
and Gas C r i t i q u e ,  which i s  suppor ted  by l i t e r a l l y  hundreds of  pages o f  
memoranda and tes t im ony  spanning more than e ig h teen  months p reced ing  the 
r e l e a s e  of  the  d i v i s i o n ' s  c r i t i q u e .

The c o r p o r a t i o n s  c la im in t h e i r  l e t t e r  to  S e c re ta ry  Hodel t h a t  the  
p rocedures  fo l lowed  by BLM to  de te rm ine  t r a c t  v a lu es  f o r  the  exchanges
a re  “ . . . t h e  same ones used by th e  United S t a t e s  to  de termine  the  va lues
f o r  o t h e r  d i s p o s i t i o n s  o f  o i l  and gas i n t e r e s t s . . . "

In f a c t ,  as the  D iv is ion  of Oil and Gas C r i t i q u e  d e s c r ib e s  in g r e a t  d e t a i l ,
r e s o u rce  a n a l y s i s  p rocedures  a r e  no t  used by the  fe d e ra l  government to  
de termine  the  a c tu a l  va lue  of  o i l  and gas l e a s e s .  I n s t e a d ,  the  procedures  a re  
used to  e s t a b l i s h  p r o b a b i l i s t i c  ranges  o f  p o t e n t i a l  v a l u e s ,  and in  some c a s e s ,  
a minimum bonus b i d ,  or f l o o r  p r i c e  which,  in  c o n ju n c t io n  with o th e r  c r i t e r i a  
i n c lu d in g  a r e s e r v e d  r o y a l t y  and r e n t a l  i n t e r e s t ,  w i l l  f a i r l y  compensate the  
f ed e ra l  government f o r  c o m p e t i t i v e ly  l e a s i n g  th e  r e s o u r c e s .  The im por tan t  
d i s t i n c t i o n s  between the  d e te r m in a t io n  o f  a c tu a l  va lue  ( th rough  r e s e r v e s  
a n a l y s i s  or  c o m p e t i t iv e  s a l e )  and h igh ly  s u b j e c t i v e  e s t i m a t e s  of the  range of
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p o t e n t i a l  va lues  should  be c l e a r  to the  c o r p o r a t i o n s ,  as they su re ly  a re  to 
t h e i r  r e s p e c t i v e  i n d u s t ry  p a r t n e r s .

In d e s c r ib in g  the  former exchange between A rc t ic  Slope Regional 
C orpora t ion  and I n t e r i o r ,  the  c o rp o r a t i o n s  claim " . . . t h e  Department was
ab le  to a cq u i r e  v a lu a b le  inh o ld in g s  in the  National Park System a t  no
a d d i t i o n a l  c o s t  to  the  United S t a t e s . "  (emphasis added)

The concern  over the  e q u i ty  o f  t h i s  exchange and i t s  p o t e n t i a l  c o s t s  to the
fed e ra l  government has prompted a r e q u e s t  from one member of  Congress t h a t  the
General Accounting O f f i ce  conduct an independent  i n v e s t i g a t i o n  of  t h a t
exchange, as well as the  proposed exchanges (an i n v e s t i g a t i o n  which i s  now 
underway). In t h e i r  c la im  t h a t  t h e r e  was no a d d i t i o n a l  c o s t  to  the  United 
S t a t e s ,  the  c o r p o r a t i o n s  ap p a ren t ly  d i s c o u n t  both the  foregone bonus revenues 
and the  "value"  r e c e iv e d  by ASRC from i t s  i n d u s t ry  p a r t n e r s  fo r  a l lowing them 
to  d r i l l  the  KIC well be fo re  Congress decides  whether  to  open ANWR. In 
a d d i t i o n ,  they a l s o  d i s c o u n t  the  "value"  o f  having the  in fo rm at ion  from t h a t  
well to ach ieve  c o m p e t i t iv e  advantages  in both the  non -co m p e t i t iv e ,  n e g o t i a t e d  
exchanges ,  as well  as in  any subsequent  fede ra l  l e a s i n g  w i th in  ANWR. Sure ly  
the  c o r p o r a t io n  would n o t  claim t h a t  in a c o m p e t i t iv e  l e a s e  s a l e  the  KIC lands 
would not have a t t r a c t e d  s u b s t a n t i a l  cash bonuses.

The c o r p o r a t i o n s  a t t e m p t  to downplay th e  o p p o s i t io n  to the  proposed
exchanges w i th in  the  Alaska L e g i s l a t u r e  by r e f e r e n c i n g  some suppor t  fo r
the  exchanges w i th in  the  Sena te ,  while  remaining s i l e n t  about the  very 
vocal and w idespread  o p p o s i t io n  exp ressed  by o th e r s  in the  Senate and by 
members o f  the  House of  R e p r e s e n ta t i v e s .

In f a c t ,  t h e r e  i s  very s t r o n g  o p p o s i t io n  to the  exchanges w i th in  the  Alaska 
House of R e p r e s e n t a t i v e s .  An i n d i c a t i o n  of the  s e r io u s n e s s  of  t h i s  
o p p o s i t io n  i s  p rov ided  by a November 13, 1987 l e t t e r  to  Sena tor  Jan F a ik s ,  
P r e s i d e n t  of  the  S ena te ,  from R e p r e s e n ta t i v e  Sam Cotten (Co-Chair ,  House 
Resources Committee).  In t h a t  l e t t e r ,  R e p r e s e n ta t i v e  Cotten expressed  h i s  
view t h a t  " . . . t h e  L e g i s l a t u r e  f a i l e d  to  pass  a r e s o l u t i o n  suppor t ing  o i l  and 
gas l e a s i n g  in  th e  c o a s t a l  p l a i n  o f  the  A rc t i c  Refuge f o r  one reason :  th e
l e a d e r s h i p  of  th e  Sena te  i n s i s t e d  t h a t  the  r e s o l u t i o n  inc lude  language 
endors ing  c o a s t a l  p l a i n  land  t r a d e s . . . I  b e l i e v e d  th e n ,  and b e l i e v e  even more 
s t r o n g l y  now, t h a t  the  proposed land  t r a d e s  could  do enormous v io le n c e  to the  
general  i n t e r e s t s  o f  th e  people  o f  the  S t a t e  of  Alaska ,  even though they might 
b e n e f i t  o i l  companies and the  involved  ANCSA c o r p o r a t i o n s . . . "

R e p r e s e n ta t i v e  Cot ten  concluded h i s  l e t t e r  by no t ing  " . . . I  know t h a t  the 
Senate  m a jo r i t y  endorsed  the  t r a d e s  l a s t  y e a r  in SJR 7.  Yet i t  seems 
incom prehens ib le  to  me t h a t  any Alaska p u b l i c  polic^makur would con t inue  to  
hold t h i s  p o s i t i o n  in l i g h t  of  th e  many r e v e l a t i o n s  t h i s  summer."

I f ,  as they  c l a im ,  the  c o r p o r a t i o n s  cannot  " . . . a g r e e  with nor unders tand  
th e  G ove rno r ' s  o p p o s i t i o n  to  the  proposed e x c h a n g e s . . . , "  perhaps they
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could  achieve  a b e t t e r  unders tand ing  of them by read ing  R ep re se n ta t iv e  
C o t t e n ' s  l e t t e r  in i t s  e n t i r e t y .

R e p r e s e n ta t i v e  Cotten co n t in u es  to d e sc r ib e  the bases  fo r  h i s  c o n c e r t s  by 
saying " . . . I  a l so  b e l i e v e ,  d e s p i t e  the  arguments to  th e  c o n t r a r y  l a s t  s e s s i o n ,  
t h a t  the  proposed t r a d e s  have d iv e r t e d  and s t a l l e d  d i s c u s s io n  of  the  l a r g e r  
i s su e  be fo re  the  U. S. Congress.  They c e r t a i n l y  have not smoothed the  
p rog res s  o f  c o a s ta l  p la in  l e g i s l a t i o n  on Capi tol  H i l l .  In f a c t ,  i n f l u e n t i a l  
U. S. r e p r e s e n t a t i v e s  and s e n a to r s  have t o l d  the  I n t e r i o r  Department to  hold 
o f f  on f u r t h e r  t r a d e  a c t i o n s  and have re q u e s te d  an i n v e s t i g a t i o n  of the  t r a d e s  
by the  General  Accounting O f f i c e .  F o r tu n a t e ly  the  t r a d e s  a re  i n a c t i v e  a t  
p r e s e n t ,  d e s p i t e  expens ive  lobbying e f f o r t  by some ANCSA c o r p o r a t io n s  in 
Washington. (Notably the  Anchorage Pub l ic  Po l icy  Forum was no t  ab le  to  come 
up with a proponent of the  t r a d e s  fo r  a p u b l ic  meeting l a s t  week. I_ 
u n de rs tand  from APPF t h a t  s t a t e  s e n a to r s  who had inc luded  the  p r o - t r a d e  
language in SJR / were not w i l l i n g  to  speak on the  i s s u e ,  and ANCSA 
c o r p o r a t i o n s  were u n w i l l in g  to  have a r e p r e s e n t a t i v e  defend th e  t r a d e s  a t  the  
m e e t i n g . T  (emphasis added)

CRITIQUE OF THE CORPORATION'S CRITIQUE

In p re f a c i n g  t h e i r  s p e c i f i c  comments on the  Alaska D iv is ion  of  Oil and Gas 
C r i t i q u e  of the  Proposed ANWR Land Exchanges,  th e  c o r p o r a t i o n s  exp ress  t h e i r  
d e s i r e  " . . . t o  address  the  more fundamental i n a c c u r a c i e s  and m iss ta tem en ts  
co n ta in ed  in the  document." According to  the  c o r p o r a t i o n s ,  "These 
i n a c c u r a c i e s  go to  the  h e a r t  of  the  a n a l y s i s  and c a s t  very s u b s t a n t i a l  doubts 
on i t s  v a l i d i t y . "  However, r a t h e r  than i d e n t i f y i n g  and documenting 
i n a c c u r a c i e s ,  the  c o r p o r a t io n s  have i n s t e a d  merely m i s c h a r a c t e r i z e d  the  
D iv is ion  of  Oil and Gas a n a l y s i s .  Even a casua l  re ad ing  o f  th e  D iv is ion  of  
Oil and Gas C r i t i q u e ,  in l i g h t  of  the  c r i t i c i s m s ,  r e v e a l s  where the  
i n a c c u r a c i e s  a c t u a l l y  l i e .

ASRC Exchange:

The c o r p o r a t i o n s  c la im t h a t  the  d i v i s i o n ' s  c r i t i q u e  " . . . c l e a r ' ; y  
m i s s t a t e s  the  impact  o f  th e  proposed exchanges by in c lu d in g  with them as 
an i n t e g r a l  p a r t  of  i t s  a n a l y s i s  the  1983 A rc t i c  Slope Regional 
C orpo ra t ion  ("ASRC") Exchange." They a l s o  a s s e r t  t h a t  " . . . t h e  a u th o r  of 
th e  C r i t i q u e  r e p e a t e d l y  in c lu d e s  t h e se  ASRC lands  in  h i s  a n a l y s i s ,  
r e s u l t i n g  in over a 50% o v e r s t a t e m e n t  o f  the  acreage  a c t u a l l y  involved  
in the  proposed exchanges ."

Contra ry  to  th e se  c l a i m s ,  the  d i v i s i o n ' s  c r i t i q u e  e x p l i c i t l y  d i f f e r e n t i a t e s  
between the  two exchanges in  i t s  d i s c u s s i o n s  o f  the  former  ASRC exchanges and 
the proposed exchanges.  There i s  no m is s t a t e m e n t  o f  f a c t  and no a t t e m p t  to  
confuse  the  i s s u e s  behind the  two exchanges  w ha tsoever .  The opening paragraph
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of  the  "Execut ive  Summary" of the  C r i t i q u e ,  which is  repea ted  verbatim below, 
speaks f o r  i t s e l f .

"When combined with the 1983 ASRC exchange, the  Department of the  I n t e r i o r ' s  
(DOI) most r e c e n t  proposed ANWR land exchanges r e s u l t  in the non-compet i t ive  
conveyance of  more than a q u a r t e r  of a m i l l i o n  acres  of the  most p ro sp ec t iv e  
lands  w i th in  the  Coastal  P la in  of  ANWR f o r  a TOTAL VALUE OF ONLY $543.8 
MILLION ( th e  a p p ra i se d  va lue  o f  the  exchange lands tendered  to  DOI). In the 
ASRC exchange, DOI r e c e iv e d  s u r f a c e  e s t a t e  app ra i sed  a t  $5.6 m i l l i o n  in 
exchange f o r  the  subsu r face  r i g h t s  to  approximate ly  92,000 ac res  of  h igh ly  
p r o s p e c t iv e  mineral  e s t a t e  beneath  lands  owned by the  Kaktovik I n u p ia t  
Corpora t ion  in the  Coastal  P la in  of  ANWR. The c u r r e n t l y  proposed exchange 
would convey the  subsu r face  r i g h t s  to  an a d d i t i o n a l  166 ,2 /8  a c r e s  o f  the  
remaining most h igh ly  p ro s p e c t iv e  lands  to  s ix  Native Corpora t ion  groups and 
t h e i r  in d u s t r y  p a r t n e r s  in  exchange fo r  891,000 ac res  of  su r fa ce  e s t a t e  with 
an a p p ra i se d  va lue  of  $538.7 m i l l i o n . "  (emphasis added)

Contra ry  to the  c o r p o r a t i o n s '  c la im t h a t  the  c r i t i q u e  r e s u l t s  " . . . i n  over a 
50% o v e r s ta t e m e n t  of  the  acreage  a c t u a l l y  involved in the  proposed exchanges" ,  
the  Oil and Gas C r i t i q u e  e x p ! i c i t l y  c i t e s  the  acreage  involved in the  
c u r r e n t l y  proposed exchange to be 891,000 s u r f a c e  ac re s  f o r  166,178 subsu r face  
a c r e s ,  p r e c i s e l y  the  acreage  invo lved - -no  more and no l e s s .

V a l u a t i o n :

The c o r p o r a t i o n s  c la im t h a t  " . . . t h e  S t a t e ' s  a n a l y s i s  of  the  v a lu a t io n  
p ro cess  i s  eq u a l ly  f l aw ed" ,  and m a in ta in  t h a t  "The procedure  u t i l i z e d  
to  a r r i v e  a t  the  va lue  of  t h e se  r i g h t s  with r e s p e c t  to the  t r a c t s  
u t i l i z e s  the  s tan d a rd  methodology fo llowed by BLM (and to  some degree 
the  S t a t e  o f  Alaska as w e l l )  in de te rm in ing  whether  the  compensation 
o f f e r e d  to  th e  United S t a t e s  i s  f a i r  fo r  g r a n t in g  such r i g h t s  in  a l e a s e  
s a l e .  There was, however,  one im por tan t  d e p a r tu re  from the  a p p l i c a t i o n  
o f  t h i s  methodology in the  case  o f  the  v a l u a t i o n s  fo r  the  exchanges.  In 
a r r i v i n g  a t  the  exchange va lues  BLM added a second amount to  the  amount 
i t  de termined  to  be f a i r  compensation f o r  the  t r a c t . That amount was 
th e  n e t  p r e s e n t  va lue  of  the  r i g h t  o f  the  United S t a t e s  to  r e c e iv e  a 
r o y a l t y  from any p r o d u c t io n . "  (emphasis added) " . . . I t  should be noted 
t h a t  most o f  the  p a r t i c i p a n t s  fo r  whatever reason were no t  as success fu l  
as Old Harbor in pass ing  on t h a t  r i s k . "

As mentioned e a r l i e r  in th e  review o f  th e  c o r p o r a t i o n s '  cover  l e t t e r  to  
S e c r e t a r y  Hodel,  t h e r e  a re  s u b s t a n t i a l  and fundamental d i f f e r e n c e s  between the  
purposes  f o r  which the  BLM and the  S t a t e  of  Alaska re so u rce  e v a lu a t io n  
methodolog ies  a re  normally used and the  m i s a p p l i c a t i o n  of  those  methodologies  
which BLM has adopted to  a p p r a i s e  the  proposed exchange t r a c t s .  The BLM 
methodology i s  inadequa te  to dete rmine  beforehand ( p r e - d r i l l i n g  and 
d e l i n e a t i o n )  the  ac tua l  volume o f  r e c o v e ra b le  r e s e r v e s  t h a t  may u n d e r l i e  ANWR
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t r a c t s ,  much l e s s  to c a l c u l a t e  a "second amount" which r e p r e s e n t s  "the 'net  
p r e s e n t  va lue  to the  United S t a t e s "  of  the  f u tu r e  r o y a l t i e s  from those'  
r e s e r v e s .

One need no t  r e l y  s o l e l y  on the  d i v i s i o n ' s  c r i t i q u e  to  judge whether the 
c o r p o r a t i o n s '  c la ims  in t h i s  i n s t a n c e  a re  r ea so n ab le .  There a re  severa l  
independent i n d i c a t o r s  of whether or  not BLM has a c c u r a t e ly  e s t im a ted  the  f a i r  
va lue  of  the  exchange t r a c t s —as the  c o r p o r a t io n s  c la im .  The terms of  the  
proxy s ta t em e n ts  from Old Harbor and Koniag provide one in d i c a t i o n  of  the  
"value"  o f  the  ANWR exchange t r a c t s  to  the  r e s p e c t i v e  c o r p o r a t io n s  and t h e i r  
in d u s t r y  p a r t n e r s .  Whether or not th e se  terms a re  unique ly  f a v o ra b le ,  as the  
c o r p o r a t io n s  now imply,  cannot  be judged because the  remaining c o r p o ra t io n s  
and t h e i r  i n d u s t r y  p a r t n e r s  have sc ru p u lo u s ly  avoided exposing the d e t a i l s  of 
t h e i r  ag reem en ts .

The monetary p r o v i s io n s  of  both the  Old Harbor-Texaco c o n t r a c t  and the  
K on iag -C hevron /P h i l1ip s  c o n t r a c t  independen t ly  s u b s t a n t i a t e  the  d e f i c i e n c i e s  
of the  DOI exchange v a lu a t io n  p rocedures .  DOI placed  the  t o t a l  va lue  of  Old 
H a rb o r ' s  exchange l a n d s ,  and thus  th e  va lue  o f  the  ANWR t r a c t s  which i t  was 
allowed to s e l e c t  a t  $45.7 m i l l i o n .  Yet,  under the  terms of the  Old Harbor -  
Texaco agreement ,  i f  ANWR i s  opened and Texaco proceeds  with  i t s  p lans  to  
exp lo re  the  Old Harbor l a n d s ,  the  c o rp o r a t io n  w i l l  r e c e iv e  a t o t a l  cash 
payment of a t  l e a s t  $45.7 m i l l i o n  p lus  a 14 p e r c e n t  r o y a l t y  on any o i l  and gas 
produced from th o se  l a n d s .  In a d d i t i o n ,  i t  w i l l  r e c e iv e  a 1.5% r o y a l ty  on 
p roduc t ion  from any o t h e r  ANWR lands  a cq u i r ed  by Texaco. I f  in f a c t  DOI added 
the  n e t  p r e s e n t  va lue  of the  f u tu r e  r o y a l t i e s  to  the  "value" o f  t h e se  t r a c t s  
be fo re  a g re e in g  to  exchange them (as  c la imed by the  c o r p o r a t io n s  and BLM), the  
n e t  p r e s e n t  va lue  o f  the  14 p e rc e n t  r o y a l t y  r e t a i n e d  by Old Harbor must be 
zero  as f a r  as BLM was concerned .  An absurd  c o n c lu s io n ,  a t  b e s t ,  bu t  one 
which fo l lows  from the  l o g i c  o f  BLM's and the  c o r p o r a t i o n s '  c la im s .

The Koniag exchange c o n t r a c t  c l e a r l y  shows t h a t  Koniag,  as w e l l ,  s tands  to 
r e c e iv e  s u b s t a n t i a l l y  more from e x p lo r a t i o n  of  the  ANWR t r a c t s  which i t  
s e l e c t e d  than  DOI has dete rmined  th o se  lands  to  be worth.  The va lue  of 
Kon iag 's  exchange l a n d s ,  and thus  th e  va lue  of  the  ANWR t r a c t s  i t  s e l e c t e d ,  
was p laced  a t  abou t  $77.4  m i l l i o n  by DOI. However, Koniag 's  in d u s t r y  
p a r t n e r s ,  the  Chevron Group and P h i l l i p s  a re  committed to pay Koniag a minimum 
of $58.3 m i l l i o n  p lu s  a 20 p e r c e n t  r o y a l t y  on any o i l  and gas produced from 
th o se  l a n d s .

In a d d i t i o n ,  Koniag can c o n v e r t  the  20 p e r c e n t  r o y a l t y  to  a 30 p e rc en t  n e t  
sha re  o f  p r o f i t s  once p rod u c t io n  proceeds  exceed a l l  the  e x p lo r a t i o n  and 
development c o s t s  i n c u r r e d  by i t s  i n d u s t r y  p a r t n e r s .  A f te r  those  proceeds  
exceed tw ice  th e  development e x p e n d i tu re s  p lu s  i n t e r e s t ,  Koniag has the  
a d d i t i o n a l  o p t io n  to  c o n v e r t  to a 40 p e r c e n t  share  o f  n e t  p r o f i t s .  F u r th e r ,  
Koniag w i l l  r e t a i n  a 0.51 p e r c e n t  r o y a l t y  i n t e r e s t  in an^ o i l  and gas 
p roduc t ion  from ANWR lands  acq u i red  by i t s  i n d u s t ry  p a r t n e r s  w i th in  s ix  m i le s  
of the  Koniag t r a c t s ,  and a 0.255 p e r c e n t  r o y a l t y  i n t e r e s t  in any p roduc t ion
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from ANWR lands  no t  recommended by i t s  i n d u s t ry  p a r t n e r s  fo r  s e l e c t i o n  by 
Koniag bu t  which co rn e r  on or a re  con t iguous  with th e  Koniag l e a s e s .

In o th e r  words, a t  l e a s t  t h r e e  o i l  companies,  Texaco, Chevron and P h i l l i p s ,  
obvious ly  e s t i m a te d  the  va lue  o f  the  exchanged lands  t o  be s u b s t a n t i a l l y  
h ighe r  than the  fe d e ra l  government 's  e s t im a te d  va lue  inc lu d in g  the p re s en t  
va lue  of  foregone r o y a l t i e s .  These examples a lone  should  r a i s e  q ues t ions  as 
to the  v a l i d i t y  of the  fede ra l  e s t i m a t e s .  I t  should  be app a ren t  t h a t  a 
c o m p e t i t iv e  l e a s e  s a l e  o f  the  same lands  would g e n e r a te  s i g n i f i c a n t l y  h igher  
revenues .

In an August 10,  1987 in te rv ie w  p u b l i sh ed  in the  Anchorage Dai ly News, Old 
H a rb o r ' s  a t t o r n e y ,  Mr. J e f f  Lowenfels p rov ide s  ano the r  (and very r e v e a l in g )  
independent  assessm en t  o f  the  r e a so n a b le n es s  o f  DOI's v a l u a t i o n .  In 
d e s c r ib in g  the  Old Harbor-Texaco c o n t r a c t  terms Mr. Lowenfels s a id  " . . . t h e  
v i l l a g e  could  r e c e i v e  $45 m i l l i o n  even i f  Texaco d o e s n ' t  f in d  a drop of  o i l  o r  
a w h i f f  of  g a s . . . P u t t i n g  a s id e  th e  c u l t u r a l  q u e s t i o n s  as to  whether a s a l e  of  
Native  land  i s  a good deal or n o t ,  t h i s  i s  a wonderful  money deal f o r  Old 
Harbor ."  In the  same a r t i c l e ,  Mr. John Doebel, A sso c ia te  Regional D i r e c to r  
f o r  the  U. S. F ish  and W i ld l i f e  Se rv ice  observed  t h a t  land  swaps such as Old 
H a rb o r ' s  a re  "sweet"  f o r  Alaska N a t ives  and noted  t h a t  "They can have t h e i r  
cake and e a t  i t  t o o , "

R e s c i s s i o n :

The c o r p o r a t i o n s  c la im  "Another i n c o r r e c t  i n f e r e n c e  sugges ted  by the  
C r i t i q u e  i s  t h a t  Native  C o rp o ra t io n s  have the  r i g h t  to  r e s c i n d  the  
exchange and r e a c q u i r e  t h e i r  re fuge  in h o ld in g s  i f  the  e x p lo r a t i o n  
e f f o r t s  a re  u n s u c c e s s f u l ,  the reby  d e p r iv in g  the  United S t a t e s  o f  the  
c o n s i d e r a t i o n  i t  r e c e iv e d  f o r  g r a n t in g  t h e se  r i g h t s . "

R esc i s s io n  i s  only  mentioned once in  the  d i v i s i o n ' s  c r i t i q u e  of  the  proposed 
exchanges.  The ve rba t im  language in t h a t  r e f e r e n c e  i s  e x p l i c i t  and 
unambiguous,  and more im p o r t a n t l y ,  i t  in  no way im p l ie s  o r  sugges ts  what the  
c o r p o r a t i o n s  now c l a i m . The language i s  a b s t r a c t e d  below from the  d i v i s i o n ' s  
c r i t i q u e :

"For example,  one o f  the  exchange c o n t r a c t s  c u r r e n t l y  c o n ta i n s  a r e s c i s s i o n  
c l a u s e  which e n ab le s  th e  c o r p o r a t i o n  t o  r e l i n q u i s h  t i t l e  to  i t s  su o su r face  
e s t a t e  in ANWR in  exchange f o r  the  reconveyance o f  a p o r t i o n —rumored to  be as 
high as 65 p e r c e n t  of  the  s u r f a c e  e s t a t e  which i t  has t r a d e d  f o r  the  ANWR 
la n d s .  In l i g h t  o f  the  t o t a l  u n c e r t a i n t y  surround ing  whether  the  ANWR lands  
have o i l  and gas r e s e r v e s ,  t h i s  p r o v i s i o n  was c r e a t e d  to  enab le  the  
c o r p o r a t i o n s  to  r e g a in  t i t l e  to  a p o r t i o n  of  t h e i r  former s u r f a c e  in h o ld in g s  
should  e x p l o r a t i o n  by t h e i r  i n d u s t r y  p a r t n e r s  prove n o n p ro d u c t iv e . "  (emphasis 
added) One can c o n t r a s t  t h i s  s t a t e m e n t  with  t h a t  o f  th e  c o r p o r a t io n s  t h a t  
" . . . W h i l e  i t  i s  t r u e  t h a t  a t  t h i s  t ime  one p a r t i c i p a n t  has n e g o t i a t e d  a
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l im i t e d  r i g h t  to r e s c in d  the  exchange with r e s p e c t  to a p o r t i o n  o f  i t s  lands  
in c o n s i d e r a t i o n  fo r  the  payment to  the  United S t a t e s  o f  an o v e r r id in g  
r o y a l t y . . . " ,  and decide  independent ly  whether  " s u b s t a n t i a l  doubts" have been 
c a s t  on the  v a l i d i t y  of  the  d i v i s i o n ' s  a n a l y s i s .

S t r u c t u r e s :

The c o r p o r a t io n s  a t t em p t  to d i s c r e d i t  the  c r i t i q u e ' s  assessment  t h a t  DOI 
has f a i l e d  to  a c c u r a t e l y  i d e n t i f y  and map many o f  the  p o t e n t i a l  
hydroca rbon-bear ing  s t r u c t u r e s  w i th in  the  Coasta l  P l a i n .  They excla im ,  
"What i s  even more s u r p r i s i n g  and c a l l s  i n t o  q u e s t io n  th e  accuracy of 
th e se  a s s e r t i o n s  i s  t h a t  a l i t t l e  more than seven months ago the  
Governor,  in g iv ing  h i s  reasons  f o r  withdrawing the  S t a t e  from the  
exchange n e g o t i a t i o n s ,  s t a t e d  t h a t  a major reason f o r  h i s  a c t i o n  was the 
u n r e l i a b i l i t y  of  the  a v a i l a b l e  d a ta  and the  lack  o f  s u f f i c i e n t  da ta  fo r  
the  S t a t e  to be ab le  to make s e l e c t i o n s . "  They a l s o  remark,  a l though  i t  
i s  s u r p r i s i n g l y  to  t h e i r  d e t r im e n t  t h a t  they do so ,  t h a t  "The one 
p a r t i c i p a n t  whose in d u s t r y  a d v i so r s  had the  da ta  from the  KIC w e l l ,  
however, s e l e c t e d  on the  s t r u c t u r e s  mapped by DOI."

Again,  the  c o r p o r a t i o n s  a t t e m p t  to  m i s c h a r a c t e r i z e  the  p u b l i c  s ta tem en ts  o f  
the  Governor and to r e c a s t  a voluminous w r i t t e n  r e c o rd  which memoria l izes  the  
though t fu l  development o f  the  Governor ' s  d e c i s io n  to oppose the  exctv. <y-■ As
d e sc r ib e d  e a r l i e r  in  t h i s  document, the G overno r ' s  p u b l i c  s t a t e m e n ts  ' jet
*1(id a re  t o t a l l y  c o n s i s t e n t  with th e  o p in ions  r e f l e c t e d  in th e  D iv is ion  . r  Oil 
and Gas C r i t i q u e — t h a t  t h e r e  a re  i n s u f f i c i e n t  da ta  to  va lue  the  t r a c t s  f o r
exchange p u r p o s e s . The d a ta  were i n s u f f i c i e n t  in February  when the  Governor
f i r s t  addressed  the  i s s u e  p u b l i c l y ,  and they  remain i n s u f f i c i e n t  today .

While t h e r e  a re  i n s u f f i c i e n t  da ta  to  dete rmine  th e  ac tua l  va lue  o f  the  ANWR
t r a c t s ,  :h e re  a re  s u f f i c i e n t  da ta  to  proceed  with c o m p e t i t iv e  l e a s i n g .  In
f a c t ,  the  a v a i l a b l e  geophysica l  d a ta  are. s u f f i c i e n t  to  i d e n t i f y  many l a r g e r  
su b su r f ace  t r a p s  in ANWR, and t o  a llow th e  c o r p o r a t i o n s  and t h e i r  in d u s t r y  
p a r t n e r s  to h igh -g rade  those  s t r u c t u r e s  in t h e i r  non -com pe t i t i \  •> 
s e l e c t i o n s — f a c t s  c l e a r l y  suppor ted  by the  s e l e c t i o n  p a t t e r n s  ich  have 
emerged.

I t  was no co in c id en ce  t h a t  Koniag and i t s  in d u s t r y  p a r t n e r s ,  the  Chevron Group 
(which has acce ss  to  the  KIC well  d a t a )  and P h i l l i p s ,  were w i l l i n g  to  expend 
the  f u l l  a p p ra i s e d  va lue  o f  Kon iag 's  exchange lands  to  purchase  only 3183 
a c r e s  o v e r ly in g  a s i n g l e  p r o s p e c t .  The f a c t  t h a t  DOI has mapped a basement 
s t r u c t u r e  beneath  t h a t  acreage  i s  i r r e l e v a n t  to the  d i v i s i o n ' s  c la im t h a t  DOI 
f a i l e d  to  map a l l  i d e n t i f i a b l e  s t r u c t u r e s  in  th e  Coasta l  P la in  dur ing  i t s  
exchange v a l u a t i o n  a n a l y s i s .  What i r r e l e v a n t  i s  the  i m p l i c a t i o n  t h i s  
s e l e c t i o n  p a t t e r n  has in documenting th e  a d d i t i o n a l  "va lue"  a l r e a d y  r e c e iv e d  
by those  invo lved  from the  e a r l i e r  ASRC exchange.
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The c o r p o r a t io n s  f in d  i t  " i n c r e d i b l e "  t h a t  the  D iv is ion  o f  Oil and Gas was 
ab le  to  i d e n t i f y  s t r u c t u r e s  which DOI, by i t s  own admission in the  1002 
Repor t ,  was unable  to map p ro p e r ly  f o r  i t s  re coverab le  r e so u rce  e s t im a te s .  
However, the  f a c t s  remains t h a t  i t  d id  so ,  and t h a t  i t s  maps were completed 
more than s ix  months b e fo re  the  exchange s e l e c t i o n  p a t t e rn s  were rev ea led .  
Moreover, a d i r e c t  o v e r lay  o f  the  d i v i s i o n ' s  maps with tha  s e l e c t i o n  p a t t e rn  
map confi rms the  c o r r e l a t i o n  o f  subsu r face  s t r u c t u r e s  beneath  each s e l e c t i o n  
approved by DOI. I t  i s  in co n ce iv a b le  t h a t  the  c o r p o r a t io n s  and I n t e r i o r  would 
argue t h a t  only 34 of  the  73 t r a c t s  s e l e c t e d  o v e r l i e  s t r u c t u r e s —even in l i g h t  
o f  the  f a c t  t h a t  the  c o r p o r a t i o n s  and t h e i r  i n d u s t ry  p a r t n e r s  were w i l l i n g  to 
exchange v a lu ab le  cash advances and the  corpora t ion-owned s u r f a c e  lands  f o r  
the  o p p o r tu n i ty  to  e x p lo re  the  t r a c t s ?

DOI a p p a r e n t ly  ex p er ienced  te c h n ic a l  d i f f i c u l t i e s  in i t s  a t t em p t  to  map the  
s t r u c t u r e s  in v o lv in g  the  younger rock u n i t s  over which many of  the  s e l e c t i o n s  
in the w es te rn  p a r t  of  the  c o a s t a l  p l a in  occur .  In the  D ra f t  1002 Repor t ,  DOI 
s t a t e s  t h a t  " . . . n o  p ro s p e c t s  were adequa te ly  re so lv ed  w i tn in  the  de tached and 
h igh ly  deformed Mesozoic and T e r t i a r y  ro c k s . "  I t  f u r t h e r  s a id  " . . . t h e  
p r o b a b i l i t y  o f  t r a p s  o c c u r r in g  in the  su b su r fac e  in t h i s  s t r u c t u r a l  s e t t i n g  i s  
h igh ,  a l though  de te rm in ing  t h e i r  l o c a t i o n  on the  b a s i s  o f  e x i s t i n g  se ismic  
da ta  i s  d i f f i c u l t . "  As anyone f a m i l i a r  with re sou rce  a n a l y s i s  should  know, i f  
one cannot  l o c a t e  and a c c u r a t e l y  map a p r o s p e c t ,  one c e r t a i n l y  cannot produce 
an a c c u r a t e  a p p r a i s a l  o f  the  va lue  o f  the  o v e r ly in g  t r a c t s .

Pre Lease E x p l o r a t i o n :

The c o r p o r a t i o n s  c h a l l en g e  the  c r i t i q u e  because they b e l i e v e  t h a t  i t  
downplays " . . . t h e  advantages  o f  the  Uni ted S t a t e s  having the  down-hole 
da ta  from such a c t i v i t i e s  ( d r i l l i n g  of  exchanged t r a c t s ) . . . "

What the  c o r p o r a t i o n s  do n o t  acknowledge i s  th e  coiranercial va lue  to  them and 
t h e i r  r e s p e c t i v e  i n d u s t r y  p a r t n e r s  of  the  o p p o r tu n i ty  to  "have the  f i r s t  look" 
and to  have gained t h a t  o p p o r tu n i ty  n o ncom pet i t ive ly  and a t  th e  expense o f  the  
p u b l ic  t r e a s u r y .  The f a c t  remains  t h a t  i f  ANWR i s  opened to  l e a s i n g ,  a f i n i t e  
number of  e x p l o r a t o r y  w e l l s  w i l l  be r e q u i r e d  to  e i t h e r  confi rm or  condemn the  
a r e a ' s  pe t ro leum p o t e n t i a l —something t h a t  cannot  be dete rmined a p r i o r i  from 
BLM's a n a l y s i s .

The re a l  i s s u e s  a re  whether the  p u b l ic  t r e a s u r y  should  b e n e f i t  from the  
bonuses and r e n t a l s  I n s t e a d  o f  th e  c o r p o r a t i o n s ,  whether  a l l  i n d u s t ry  
r e p r e s e n t a t i v e s  w i l l  have an equal o p p o r tu n i ty  to  compete openly f o r  tha  
r i g h t s  to  e x p lo re  and develop the  a r e a  and, in  th e  f i n a l  a n a l y s i s ,  whether 
t r a d e s  n e g o t i a t e d  in  p r i v a t e  among a s e l e c t  group o f  c o r p o r a t io n s  and in d u s t ry  
r e p r e s e n t a t i v e s  to  ach ieve  c o l l a t e r a l  f e d e ra l  purposes  w i l l  s u p p la n t  a long 
h i s t o r y  of  c o m p e t i t i v e  l e a s i n g  of p u b l i c  r e so u rc e s  which has s u c c e s s f u l l y  
a s s u re d  r e c e i p t  o f  f a i r  marke t v a lu e .
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SUMMARY OP THE KONIAG-CHEVRON/PHILLIPS ANWR 
LEASE ACQUISITION AGREEMENT

Source: Koniag, Inc. Proxy Statement, October 8, 1987

Koniag, Inc. may exchange the surface estate of approximately 
112,564 acres of its land with an attributed value (negotiated by 
Koniag and Department of the Interior) of about $77.4 million for 
the subsurface oil and gas rights to approximately 3,186 acres in 
ANWR, valued by DOI at about $77.4 million.

MfllQ.g .P Q .ipts

* The Chevron Group and Phillips make a total cash payment of at 
least $58.3 million** to Koniag for the lease option. The 
final cash payment is likely tc be In excess of S60 million.

**nota: For less than one-half interest (49%) in the Koniag
leases, Phillips pays the bulk (about $55 million) of 
the total cash payment.

* The Chevron Group and Phillips pay to Koniag;

1) v  20* royalty (which can later be converted to a 40% net
profit share) on production from Koniag's ANffR leases.

2) a 0,51% royalty on production from any other leases acquired 
by the Chevron Group within sis miles of Koniag*s a n w r

3) a_<?,239% royalty on production, fron any a n w r  leases acquired 
by the Chevron Group that were not recommended for selection 
fry. Koniag. by the_chevron. Group and which corner on or are 
q.9B.UqMQq». t9 -tftft.K9aliq - l 9 w g r

* Koniag retains an easement to the surface lands it exchanges 
and, subsistence rights to use those lands in perpetuity.

Sp.gg. l f l g - t t r M

The KoniackJ.eae« acquisition agreement provides the Chevron Group 
with a 31% working intarast and Phillips with a 49% working 
interest in the oil and gas exploration/development/production 
rights in Koniag's ANWR leases.

1. The Chevron Group makes an execution payment to Koniag of 
$510,000.

2. The Chevron Group makes quarterly intarest payments to Koniag 
on an assumed principal escrow account balance of $2.55 
million. To date, $322,960 has been paid.

3. The Chevron Group makes four progress payments of $255,000 
each to Koniag upon tha occurrence certain events, such as



reaching agreement with DOI on the exchaange lands, 
shareholder approval and execution of the agreement by Koniag 
and the Secretary of the Interior.

4 .

5.

6.

7.

The Chevron Group pays to Koniag approximately $1.8 million 
upon lease issuance and satisfactory opening legislation 
(subject to downward adjustments based on prior 
overpayments).

Tha Chevron Group pays to Koniag "drilling premium 
payments" totalling about $1.7 million (less prior credits) 
subject to the occurrence of actual drilling within an 
advantageous timeframe.

The Chevron Group pays to Koniag a "bonus diffarential 
payment" equal to 51% of the amount by which the average 
per acre bonu3 of any federal ANWR leases the Chevron Group 
acquires in lands proposed by the Chevron Group for selection 
by Koniag, exceeds three times the average per acre bonus 
amount the Chevron Group would have paid Koniag had such land 
been selected by Koniag.

The Chevron Group pays Koniag a 0.51% royalty interest on 
production from any lands acquired by the Chevron Group 
within six miles of the Koniag ANWR leases.

The Chevron Group pays Koniag a 0.255% royalty interest on 
production from any ANWR leases acquired by the Chevron Group 
that wore not recommended for selection by Koniag by the 
Chevron Group which c o m e r  on or are contiguous to Koniag's 
ANWR leases.

9. Phillips pays Koniag $1.0 million upon execution of the 
agreement.

10. Phillips pays Koniag $7.25 million upon enactment of 
acceptable opening legislation.

11. Phillips pays Koniag $27.5 million upon issuance to Phillips 
by Koniag of the Koniag ANWR leases.

12. PhillS^i*pays Koniag $19.25 million upon the third 
anniversary of lease issuance.

13. The Cbevron Group and Phillips pay Koniag a 20% royalty on 
production from Koniag w ANWR leases. The 20% royalty can be 
converted by Kcniag to a 30% net profit share at tue time 
total proceeds frru production exceed exploration/development 
expenditures, or a 40% net profit share when total proceeds 
exceed twice tie lessees expenditures.

14. Tha Chevron Group and Phillips pay Koniag approximately 
$29,000 in annual rental payments for tha twelve years of 
the lease term.



SUMMARY O F  THE OLD HARBOR-TEXACO ANWR 
LEASE ACQUISITION AGREEMENT

Source: Old Harbor Proxy Statement, August 28, 1987

Old Harbor Native Corporation may exchange the surface estate of 
approximately 90,000 acres of its land with an attributed value 
(negotiated by Old Harbor and Department of the Interior) of 
about $45.7 million for the subsurface oil and gas rights to 
approximately 58,000 acres in ANWR, valued by DOI at about $45.7 
million.

Major Points

* Texaco makes a total cash payment of at least $45.7 million to 
Old Harbor for the lease option.

* Texaco pays a 14% royalty to Old Harbor on production from Old 
Harbor's ANWR leases ai. a 1.5% royalty from production on any 
other leases acquired by Texaco in ANWR.

* Old Harbor retains an easement to the surface lands it 
exchanges and subsistence rights to use those lands in 
perpetuity.

Specific Terms

1. Texaco reimburses Old Harbor for expenses Old Harbor incurs
in the land trade process.

2. Texaco pays Old Harbor $5 million in a lump sum and $50,000
quarterly payments immediately upon shareholder approval of 
the agreement. The quarterly payments run until the required 
opening legislation is passed, or December 31, 1993, 
whichever comes sooner.

3. Texaco pays Old Harbor $2 million in a lump sum upon
congressional passage of the required opening legislation.

4. Texaco pays Old Harbor $38.7 million after opening
legislation and lease acquisition.

5. Texaco pays Old Harbor a 14% royalty in any production from
Old Harbor's ANWR leases.

6. Texaco pays Old Harbor 1.5% royalty on production from any
other ANWR tracts which Texaco acquires.

7. Texaco agrees to make an effort to train and employ Old
Harbor residents, and provide a $10,000 annual scholarship
fund for Old Harbor children.



THE ANWR LAND EXCHANGES

SUMMARY OP WHAT THE ANWR DATA AND 
RESOURCE ANALYSIS METHODOLOGY CAN DO

The Coastal Plain Data

The data collected from the coastal plain of ANWR and adjacent 
areas consist of about 1300 line miles of seismic surveys 
constituting a reconnaisance grid approximately 3 by 6 miles, 
other regional geophysical surveys, surface geologic information, 
and subsurface geologic information from wells drilled outside 
the coastal plain area.

The data are sufficient to support and defend the conclusion that
the coastal plain of ANWR has extremely high potential for
holding commercial quantities of petroleum.

The data are also sufficient to identify many of the larger,
potential subsurface traps beneath the coastal plain, enabling 
informed groups to high-grade (in the non-competitive selections 
or in competitive bidding) the most prospective tracts based upon 
the current knowledge.

The selection pattern clearly indicates the correlation between 
the currently known, most prospective subsurface structures and 
the most desireable tracts.

Resource Analysis Methodology

This methodology is commonly used to provide a risked,
probabilistic range of estimates of 'undiscovered, recoverable 
resources (in barrels of oil or cubic feet of gas) in potential 
hydrocarbon-bearing traps ia the subsurface. 

The methodology can be an affective management decision tool to 
help a company compare the relative prospectiveness of different 
frontier areas and specific regions within those broad areas.

The estimates of undiscovered, recoverable oil and gas, when 
combined unknown, but estimated, future economic variables,
can be used to define a minimum acceptable bid range (in dollar 
value! for the purpose of evaluating bids in a competitive lease 
sale.


