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CONFI RVATI ON HEARI NG

Al aska G| and Gas Conservati on Conmm ssion — Dan Seanobunt
CONFI RVATI ON ADVANCED

SENATE BI LL NO. 103
"An Act relating to regulation of wunderground injection under
the federal Safe Drinking Water Act; and providing for an
effective date."

HEARD AND HELD

PREVI QUS COW TTEE ACTI ON
BILL: SB 103

SHORT TITLE: OL & GAS: REG OF UNDERGROUND | NJECTI ON
SPONSOR(s): RULES BY REQUEST OF THE GOVERNCR
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02/ 14/ 05 (S) RES, FIN
02/ 28/ 05 (S) RES AT 3:30 PM BUTROVI CH 205

W TNESS REG STER

Dan Seanount

Al aska G| and Gas Conservation Conmm ssion (AOCGCC)

Anchorage, Al aska 99503

POSI TI ON STATEMENT: Confirmati on candi date and supported SB 103.
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Marilyn Crocket, Deputy Director

Al aska O | and Gas Associ ati on (AOC&)
121 West Fireweed Lane

Anchor age, Al aska 99503

POSI TI ON STATEMENT: Supported SB 103.

ACTI ON NARRATI VE

CHAIR THOVAS WAGONER <called the Senate Resources Standing
Conmittee neeting to order at 3:32:10 PM Menbers present were
Senators Elton, Ben Stevens, Seekins, Dyson, Stedman, Guess and
Chai r Wagoner.

AConfirmation Hearing: Alaska Ol and (@as Conservati on
Comm ssi on ( AOGCC)

DAN SEAMOUNT, nominee for the Alaska G| and Gas Conservation
Comm ssion (AOGCC), said he would be happy to continue serving
on the comm ssion. He wanted to give sonething back to the state
and he has five nore years of experience since he was |ast
appoi nt ed.

SENATOR SEEKINS noved to forward M. Seanount’s name to the
joint session for confirmation to the AOGCC. There were no
objections and it was so ordered.

SB 103-O L & GAS: REG OF UNDERGROUND | NJECTI ON

CHAI R WAGONER announced SB 103 to be up for consideration.

MR. SEAMOUNT, Alaska G| and Gas Conservation Conm ssion
expl ained that SB 103 would give the state of Al aska the ability
to obtain primacy in enforcenent for the underground injection
of waste streans of a certain class of well. “If we were to
obtain this primcy, then we would have oversight over all oi
and gas related waste injection wells in the state.”

He provided a slide presentation that explained the AOGCC
regul ates operations affecting subsurface oil and gas resources.
It insures reliability of oil and gas flow neasurenents so the
state gets its proper revenue and taxes and insures that
under ground sources of drinking water are protected.

MR. SEAMOUNT expl ained that currently the state has primcy over

Class Il wells that accept wastes generated by oil and gas
operations. They are injected into a formation where they wll
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never be seen again. Another type of Cass 2 well is an
injection well whose purpose is for enhanced oil recovery. Both
kinds are very valuable. The proper underground injection of
material to enhance oil recovery has resulted in billions of
dollars in revenue and taxes to the state. Al so, the best place
to put oil field waste is deep underground. That is nuch better
than transporting it and the possibility of having a spill.

Title 31 gives the commssion its authority. SB 103 adds C ass |
wells, which currently are overseen by the Environnental
Protection Agency (EPA) to the AOGCC s oversight authority.
Ri ght now two agencies are performng the sanme job and one is
protecting a non-existent resource - fresh water.

He proposed that the AOGCC control underground injections
t hrough primacy or single disposal class, which could cone at a
|ater date. Wiile it supports this endeavor, the EPA does not
think this is legally possible. Nevertheless, it has formed a
task force with the AOGCC to figure out a way for the state to
achieve primacy and SB 103 would allow the task force to
conti nue.

MR. SEAMOUNT explained there are five classes of disposal wells

under the Safe Drinking Water Act. Cass | wells take
i ndustrial, hazardous, non-hazardous and nunicipal waste. The
North Slope has seven Class | wells. Cass Il wells handle oi

and gas waste. An upcom ng argunment is that none of the industry
woul d be on the North Slope if it wasn’'t for oil and gas, so any
waste that’'s created there is directly associated with it and
there shouldn’t be any Cass | wells there. They should all be
Class Il wells. “Plus the fact that you don't have any
under ground sources of drinking water.”

Class Ill is solution mning; there is none of that in Al aska
Class 1V, illegal now, is radioactive waste injection. There are
no Class IV wells in Alaska. There are a lot of Cass V wells in
Al aska conprised of whatever doesn’'t fit into Classes I|-1V.

The EPA said it would be okay for the AOGCC to take over al
cl asses of wells, but M. Seanbunt is only asking for Cass |
and Il wells and he said, “There may be a little rub there.”

MR. SEAMOUNT related that there are only seven Class | wells in
the state, 1,155 Cass Il wells, and nore than 3,000 Cass V. He
said it is a waste of noney to have redundant progranms. One
agency could oversee the wells, reducing tine, noney and
confusion - even sone litigation about what kinds of fluids can
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go down Class | and Il wells - while still providing protections
that are needed when injecting waste. Also, getting EPA
approval s takes | onger than getting AOGCC approvals.

He explained that the agencies duplicate nultiple tests and EPA
has no permanent on-sight field inspector. The state has two
i nspectors at all tines. The EPA is only overseeing seven out of
1,162 Underground Injection Control (U C wells. It seens costly
for EPA to continue doing this and it is supportive of giving
primcy to the AOGCC.

One slide he presented illustrated the simlarities in
construction of Class | and Il wells that have about a $1 per
barrel difference in operating expense. He said it would take a
| ot of effort to change the status quo, but it is worth doing.

MR. SEAMOUNT said if AOGCC gets primacy of the two well classes,
there would be less industry confusion and nore savings to the
t axpayer and industry. In the future, if AOGSCC decides to go to
one class of disposal well on the North Slope [which would need
a new statute as well as an EPA ruling], the sane good things
woul d happen. He enphasized again that a lot of tinme and noney
is put into resolving confusion between the AOGCC, EPA and the
i ndustry.

SENATOR ELTON asked if he would be negotiating with the EPA for
primacy of wells on state, private and federal |ands.

MR. SEAMOUNT answered yes.

SENATOR ELTON asked if the North Slope's role would change if he
negoti ated primacy with the EPA

MR, SEAMOUNT replied no.

SENATOR SEEKINS asked if SB 103 gives him the authority to ask
EPA for primacy. M. Seanount indicated yes. Senator Seekins
asked if he would have to create regul ati ons necessary to conply
with the federal requirenents.

MR. SEAMOUNT replied yes.

SENATOR GUESS asked if Al aska could have Class | wells that are
not related to oil and gas.

MR. SEAMOUNT replied yes. He added that nost Class | wells in
this country are not related to oil and gas. However, the North
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Slope has oil and gas infrastructure that generates waste and
it’s been mandated that it go down a Cass Il well, but argunent
is that the North Sl ope waste should be Cass Il waste.

SENATOR QUESS asked if this bill puts all current Cass | wells
and into the future under the AOGCC regardl ess of whether they
had anything to do with oil and gas.

MR. SEAMOUNT replied yes. If Cass | wells were found that are
not related to oil and gas, he would talk to the Departnent of
Envi ronnmental Conservation (DEC) about how to regulate them He
expl ai ned:

The fact is that all Cass | wells are constructed the
same and they are constructed to the sanme standards
that the AOGCC requires. It could turn out that we
could oversee non-oil and gas related Cass | wells,
but we haven't come to that point yet.

SENATOR GUESS asked if that's why SB 103 doesn't specify Cass |
wells as non-oil and gas and does the commission feel
confortabl e regul ati ng those.

MR. SEAMOUNT replied he feels confortable that the conm ssion
could find a reasonable solution. “1I don't think it wll be a
big problem”

MARI LYN CROCKET, Deputy Director, Alaska Ol and Gas Associ ation
(AOGA), supported Class | primacy being given to the AOGCC It
has the technical assets and infrastructure required to have
primacy. In 2003, the I|Independent G oundwater Protection Council
conducted a peer review and the comm ssion was given very high
mar ks and commrents.

CHAI R WAGONER seeing there were no questions, said he would hold
the bill and adjourned the neeting at 3:58 p.m
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