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IN T H E  H O U S E  BY  T H E  F I N A N C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 815 (Finance)

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A  

T E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to o i l  a n d  gas c o n s e r v a t i o n ;  a n d  p r o­

v i d i n g  for an  e f f e c t i v e  dat e."

BE IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L AS KA:

* S e c t i o n  1. A S  3 1 . 0 5 . 0 3 0 ( d )  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to 

read:

(8) the m e a s u r i n g  a n d  m o n i t o r i n g  o f  o i l  a n d  gas p o o l  p r e s­

sur e s  .

*  Sec. 2. A S  3 1 . 0 5 . 0 3 0 ( e )  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(6) t he  q u a n t i t y  a n d  r a t e  o f  the p r o d u c t i o n  of o i l  a n d  gas 

f r o m  a w e l l  o r  p r o p e r t y ;  this a u t h o r i t y  s h a l l  a l s o  a p p l y  to a w e l l  or 

p r o p e r t y  i n  a v o l u n t a r y  c o o p e r a t i v e  o r  u n i t  p l a n  o f  d e v e l o p m e n t  or 

o p e r a t i o n  e n t e r e d  i n t o  in a c c o r d a n c e  w i t h  A S  3 8 . 0 5 . 1 8 0 ( m ) .

*  Sec. 3. A S  3 1 . 0 5 . 0 3 5 ( a ) ( 2 )  is a m e n d e d  to read:

(2) the f i l i n g  o f  f l o w  t e s t  i n f o r m a t i o n  a n d  a ll  logs, e x c e p t  

e x p e r i m e n t a l  logs [, D I P M E T E R  S U R V E Y S ,] a n d  v e l o c i t y  s u r v e y s  r u n  o n  a 

w e l l  a n d  n o t  r e q u i r e d  b y  (1) of  thi s s ub s e c t i o n .

* Sec. 4. A S  3 1 . 0 5 . 0 3 5 ( c )  is a m e n d e d  to read:

(c) T h e  r e p o r t s  a n d  i n f o r m a t i o n  r e q u i r e d  i n  (a) o f  t his s e c t i o n  

[ M A R K E D  C O N F I D E N T I A L ]  s h a l l  b e  k e p t  c o n f i d e n t i a l  f o r  24 m o n t h s  f o l l o w i n g  

th e 3 0 - d a y  f i l i n g  p e r i o d  u n l e s s  the  o w n e r  of the  w e l l  g iv es  w r i t t e n  

p e r m i s s i o n  to r e l e a s e  th e r e p o r t s  a n d  i n f o r m a t i o n  at an  e a r l i e r  date.

If t he  c o m m i s s i o n e r  f in ds  th a t  th e r e q u i r e d  r e p o r t s  a n d  i n f o r m a t i o n  

c o n t a i n  s i g n i f i c a n t  i n f o r m a t i o n  r e l a t i n g  to the v a l u a t i o n  o f  u n l e a s e d  

l a n d  i n  th e s a m e  v i c i n i t y , h e  s h a l l  k e e p  the r e p o r t s  a n d  i n f o r m a t i o n

-1- C S H B  8 1 5 (Finance)



c o n f i d e n t i a l  fo r a r e a s o n a b l e  ti m e  a f t e r  the d i s p o s i t i o n  of  all a f f e c t e d

u n l e a s e d  land, u n l e s s  the o w n e r  o f  the w e l l  g i v e s  w r i t t e n  p e r m i s s i o n  to 

r e l e a s e  the r e p o r t s  a n d  i n f o r m a t i o n  at an  e a r l i e r  date. W e l l  lo c a t i o n ,  

depth, st at u s  a n d  p r o d u c t i o n  d at a  a n d  p r o d u c t i o n  r e p o r t s  r e q u i r e d  b y  the 

d e p a r t m e n t  to b e  f i l e d  s u b s e q u e n t  to the 3 0 - day  f i l i n g  p e r i o d  s h a l l  b e  

c o n s i d e r e d  p u b l i c  i n f o r m a t i o n  a n d  s ha ll  n o t  be. c l a s s i f i e d  c o n f i d e n t i a l .  

P r o d u c t i o n  data, as u s e d  in this su b s e c t i o n ,  m e a n s  v o l u m e ,  g r a v i t y  a n d  

g a s - o i l  r a t i o  of all p r o d u c t i o n  of  o i l  or  gas a f t e r  t he w e l l  b e g i n s  

r e g u l a r  p r o d u c t i o n .

* Sec. 5. A S  3 1 . 0 5 , 0 3 5  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) E n g i n e e r i n g ,  g eo l o g i c a l ,  and  o t h e r  i n f o r m a t i o n  n o t  r e q u i r e d  b y

(a) of this s e c t i o n  b u t  v o l u n t a r i l y  f i l e d  w i t h  the d e p a r t m e n t  s h a l l  b e  

k e p t  c o n f i d e n t i a l  if the p e r s o n  f i l i n g  the  i n f o r m a t i o n  so r e q u e s t s .

* S e c . 6, A S  3 1 . 0 5 . 0 6 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e a d :

(b) E x c e p t  as p r o v i d e d  in this s u b s e c t i o n ,  a n y  a c t i o n  b y  the

d e p a r t m e n t  u n d e r  this c h a p t e r  that h a s  s t a t e w i d e  o r  g e n e r a l  a p p l i c a t i o n  

s hall b e  p e r f o r m e d  in a c c o r d a n c e  w i t h  the A d m i n i s  t r a t i v e  P r o c e d u r e  A c t  

(AS 44.62). A n y  a c t i o n  b y  the d e p a r t m e n t  u n d e r  this c h a p t e r  t ha t  has  

a p p l i c a t i o n  to a s i n g l e  w e l l  or s i n g l e  f i e l d  s h a l l  b e  p e r f o r m e d  in 

a c c o r d a n c e  w i t h  r e g u l a t i o n s  of  th e d e p a r t m e n t  d e s i g n e d  to a f f o r d  p e r s o n s  

a f f e c t e d  b y  the  a c t i o n  n o t i c e  a n d  an  o p p o r t u n i t y  to b e  hear d.

* S e c . 7. A S  3 1 . 0 5 . 1 1 0 (b) is a m e n d e d  to read:

(b) If u p o n  the f i l i n g  of a p e t i t i o n  b y  the d e p a r t m e n t  or  a p e r s o n

o w n i n g  an i n t e r e s t  in  th e t r a c t s  a f f e c t e d  a n d  a f t e r  n o t i c e  a n d  h e a r i n g , 

all in the f o r m  a n d  m a n n e r  a n d  in a c c o r d a n c e  w i t h  the  p r o c e d u r e  a n d  

r e q u i r e m e n t s  p r o v i d e d  in this se ction, t he  d e p a r t m e n t  f i nds  that  (1) the 

u n i t i z e d  m a n a g e m e n t , o p e r a t i o n  a n d  f u r t h e r  d e v e l o p m e n t  of  a p o o l  or 

p o r t i o n  o f  a p o o l  is r e a s o n a b l y  n e c e s s a r y  in o r d e r  to e f f e c t i v e l y  c a r r y  

o n  p r e s s u r e  c o n t r o l , p r e s s u r e - m a i n t e n a n c e  o r  r e p r e s s u r i n g  o p e r a t i o n s , 
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c y c l i n g  o p e r a t i o n s ,  w a t e r  f l o o d i n g  o p e r a t i o n s ,  o r  a n y  c o m b i n a t i o n  of 

these, o r  a n y  o t h e r  f o r m  of j o i n t  e f f o r t  c a l c u l a t e d  to s u b s t a n t i a l l y  

i n c r e a s e  the  u l t i m a t e  r e c o v e r y  o f  oil  a n d  gas f r o m  the pool; (2) one  or 

m o r e  o f  t he  u n i t i z e d  m e t h o d s  of  o p e r a t i o n  as a p p l i e d  to the p o o l  or 

p o r t i o n  o f  it is f e a si bl e,  a n d  w i l l  p r e v e n t  w a s t e  a n d  w i l l  w i t h  r e a s o n­

a b l e  p r o b a b i l i t y  r e s u l t  in th e i n c r e a s e d  r e c o v e r y  of  s u b s t a n t i a l l y  m o r e  

o i l  a n d  gas f r o m  th e p o o l  t h a n  w o u l d  o t h e r w i s e  b e  r e c o v e r e d ;  (3) the 

e s t i m a t e d  a d d i t i o n a l  cost, if any, of  c o n d u c t i n g  s u c h  o p e r a t i o n s  w i l l  

n o t  e x c e e d  t h e  v a l u e  o f  t he a d d i t i o n a l  oi l a n d  gas so r e c o v e r e d ;  a n d  (4) 

t h e  u n i t i z a t i o n  a n d  a d o p t i o n  o f  on e o r  m o r e  of  the u n i t i z e d  m e t h o d s  of 

o p e r a t i o n  is f o r  th e c o m m o n  g o o d  [AND W I L L  R E S U L T  IN T H E  G E N E R A L  A D V A N­

T A G E  O F  T H E  O W N E R S  O F  T H E  O I L  A N D  GAS  R I G H T S  W I T H I N  THE  P O O L  O R  P O R T I O N  

O F  IT D I R E C T L Y  A F F E C T E D ] , it s h a l l  m a k e  a f i n d i n g  to that  e f f e c t  a n d  

m a k e  a n  o r d e r  c r e a t i n g  t h e  u n i t  a n d  p r o v i d i n g  f or the  u n i t i z a t i o n  a n d  

u n i t i z e d  o p e r a t i o n  o f  t h e  p o o l  o r  p o r t i o n  o f  it d e s c r i b e d  in the order, 

u p o n  t h e  t e r m s  a n d  c o n d i t i o n s ,  as m a y  b e  s h o w n  b y  th e e v i d e n c e  to b e  

fair, r e a s o n a b l e ,  e q u i t a b l e ,  a n d  w h i c h  a r e  n e c e s s a r y  o r  p r o p e r  to p r o­

tect, s a f e g u a r d  a n d  a d j u s t  t h e  r e s p e c t i v e  r i g h t s  a n d  o b l i g a t i o n s  o f  the 

s e v e r a l  p e r s o n s  a f f e c t e d ,  i n c l u d i n g  r o y a l t y  owner, o w n e r s  of  o v e r r i d i n g  

r o y a l t i e s ,  o i l  a n d  gas p a y m e n t s ,  c a r r i e d  i n t e r e s t s ,  m o r t g a g e s ,  l i e n  

c l a i m a n t s  a n d  o t he rs , as w e l l  as the l es see s.  T h e  p e t i t i o n  s h a l l  set 

o u t  a d e s c r i p t i o n  of  t h e  p r o p o s e d  u n i t  a r e a  w i t h  a m a p  o r  p l a t  o f  it 

at t a c h e d ,  s h a l l  a l l e g e  t h e  e x i s t e n c e  of  t h e  f act s r e q u i r e d  to b e  f o u n d  

b y  the d e p a r t m e n t  as p r o v i d e d  i n  this p a r a g r a p h  a n d  s h all  h a v e  a t t a c h e d  

to it a r e c o m m e n d e d  p l a n  o f  u n i t i z a t i o n  a p p l i c a b l e  to the p r o p o s e d  u n i t  

a r e a  a n d  w h i c h  the  p e t i t i o n e r  c o n s i d e r s  to b e  fair, r e a s o n a b l e  a n d  

e q u i t a b l e .

*  S e c . 8. A S  3 1 . 0 5 . 1 1 0 (c) is a m e n d e d  to read:

(c) T h e  o r d e r  of  th e d e p a r t m e n t  s h a l l  d e f i n e  the b o u n d a r y  o f  the
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a r e a  [OF T H E  P O O L  O R  P O R T I O N  O F  IT] to b e  i n c l u d e d  w i t h i n  the  u n i t  a r e a  

a n d  p r e s c r i b e  w i t h  r e a s o n a b l e  de ta i l  th e p l a n  of  u n i t i z a t i o n  a p p l i c a b l e

i
to it. E a c h  u n i t  a n d  u n i t  a r e a  m a y  [SHALL] b e  l i m i t e d  to al l o r  a I

p o r t i o n  of  a s i n g l e  p o o l . O n l y  so m u c h  o f  a p o o l  or p o o l s  as h a s  b e e n  |
i

d e f i n e d  a n d  d e t e r m i n e d  to b e  productive, on  th e b a s i s  o f  i n f o r m a t i o n  

a v a i l a b l e  to the  d e p a r t m e n t  [OF O I L  A N D  G A S  B Y  A C T U A L  D R I L L I N G  O P E R A­

TIONS] m a y  b e  so i n c l u d e d  w i t h i n  the u n i t  area. A  u n i t  m a y  b e  c r e a t e d  

to e m b r a c e  less th a n  the w h o l e  of a p o o l  o n l y  w h e r e  it is s h o w n  b y  the 

e v i d e n c e  that  the a r e a  to b e  so i n c l u d e d  w i t h i n  the u n i t  a r e a  is o f  a 

size  a n d  s h a p e  as m a y  b e  r e a s o n a b l y  r e q u i r e d  for the s u c c e s s f u l  a n d  

e f f i c i e n t  c o n d u c t  o f  t h e  u n i t i z e d  m e t h o d  o f  o p e r a t i o n  for w h i c h  t h e  u n i t  

is created, a n d  tha t the c o n d u c t  of it w i l l  h a v e  n o  m a t e r i a l  a d v e r s e  

e f f e c t  u p o n  the r e m a i n d e r  o f  the pool. T h e  p l a n  o f  u n i t i z a t i o n  f o r  e a c h  

u n i t  a n d  u n i t  a r e a  s h a l l  b e  o n e  s u i t e d  to the n e e d s  a n d  r e q u i r e m e n t s  of 

the p a r t i c u l a r  u n i t  d e p e n d e n t  u p o n  the f ac ts  a n d  c o n d i t i o n s  f o u n d  to 

e x i s t  w i t h  r e s p e c t  to it. In a d d i t i o n  to o t h e r  t e r m s , p r o v i s i o n s , 

c o n d i t i o n s  a n d  r e q u i r e m e n t s  f o u n d  b y  t he  d e p a r t m e n t  to b e  r e a s o n a b l y  

n e c e s s a r y  or p r o p e r  to c a r r y  ou t the p u r p o s e  of  this ch ap te r,  a n d  s u b­

je c t  to the f u r t h e r  r e q u i r e m e n t s  o f  this s ection, e a c h  p l a n  of u n i t i z a­

ti o n  s h a l l  c o n t a i n  fair, r e a s o n a b l e  a n d  e q u i t a b l e  p r o v i s i o n s  for

(1) the  e f f i c i e n t  u n i t i z e d  m a n a g e m e n t  or c o n t r o l  of  the 

f u r t h e r  d e v e l o p m e n t  a n d  o p e r a t i o n  o f  the u n i t  a r e a  for t he  r e c o v e r y  o f  

oil  a n d  gas f r o m  the p o o l  af fected; u n d e r  s u c h  a p l a n  t he a c t u a l  o p e r a­

tions w i t h i n  th e u n i t  a r e a  m a y  b e  c a r r i e d  o n  in w h o l e  or in p a r t  b y  the 

u n i t  itself, o r  b y  o n e  or m o r e  of the l e s s e e s  w i t h i n  the  u n i t  a r e a  as 

the u n i t  o p e r a t o r  s u b j e c t  to the s u p e r v i s i o n  a n d  d i r e c t i o n  o f  th e u n i t , 

d e p e n d e n t  u p o n  w h a t  is m o s t  b e n e f i c i a l  or  e x p e d i e n t ; th e d e s i g n a t i o n  of 

the u n i t  o p e r a t o r  s h a l l  b e  b y  v o t e  of th e l e s s e e s  in th e u n i t  in a 

m a n n e r  p r o v i d e d  in t he  p l a n  o f  u n i t i z a t i o n  a n d  n o t  b y  the d e p a r t m e n t ;
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(2) the  d i v i s i o n  o f  i n t e r e s t  or f o r m u l a  f or  t h e  a p p o r t i o n m e n t  

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

ra t e l y  o w n e d  t r a c t s  w i t h i n  the u n i t  a r e a  s u c h  as w i l l  r e a s o n a b l y  p e r m i t  

p e r s o n s  o t h e r w i s e  e n t i t l e d  to s h a r e  in o r  b e n e f i t  b y  the p r o d u c t i o n  f r o m  

s u c h  s e p a r a t e l y  o w n e d  t r a c t s  to p r o d u c e  a n d  r e c e i v e ,  i n s t e a d  thereof, 

t h e i r  fair, e q u i t a b l e  a n d  r e a s o n a b l e  s h a r e  o f  the u n i t  p r o d u c t i o n  o r  

o t h e r  b e n e f i t s  of  it; a s e p a r a t e l y  o w n e d  t r a c t ' s  fair, e q u i t a b l e ,  a n d  

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

of e a c h  s u c h  t r a c t  for  o i l  a n d  gas p u r p o s e s  a n d  its c o n t r i b u t i n g  v a l u e  

to the  u n i t  in r e l a t i o n  to li k e  v a l u e s  of  o t h e r  tra c t s  in the unit, 

t a k i n g  into a c c o u n t  a c r e a g e ,  the q u a n t i t y  of  o i l  a n d  gas r e c o v e r a b l e  

f r o m  it, l o c a t i o n  o n  t h e  s tr uc t u r e ,  its p r o b a b l e  p r o d u c t i v i t y  of  o i l  a n d  

gas in the a b s e n c e  o f  u n i t  o p e r a t i o n s ,  the  b u r d e n  o f  o p e r a t i o n s  to w h i c h  

the  t r a c t  w i l l  o r  is l i k e l y  to b e  s u b j e c t e d ,  o r  so m a n y  of  t h e s e  f a c­

tors, o r  s u c h  o t h e r  p e r t i n e n t  e n g i n e e r i n g ,  g e o l o g i c a l  o r  o p e r a t i n g  

f a c t o r s  as m a y  b e  r e a s o n a b l y  s u s c e p t i b l e  o f  d e t e r m i n a t i o n ;  u n i t  p r o d u c­

ti o n  as that t e r m  is u s e d  in this c h a p t e r  m e a n s  al l o i l  a n d  gas p r o d u c e d  

f r o m  a u n i t  a r e a  f r o m  t h e  e f f e c t i v e  da t e  o f  th e o r d e r  of th e d e p a r t m e n t  

c r e a t i n g  t he u n i t  r e g a r d l e s s  o f  the w e l l  or  t r a c t  w i t h i n  th e u n i t  a r e a  

f r o m  w h i c h  the  s a m e  is p r o d u c e d ;

(3) th e m a n n e r  i n  w h i c h  the u n i t  a n d  t h e  f u r t h e r  d e v e l o p m e n t  

a n d  o p e r a t i o n  o f  th e u n i t  a r e a  s h a l l  o r  m a y  b e  f i n a n c e d  a n d  the ba sis , 

t erms a n d  c o n d i t i o n s  o n  w h i c h  t he  c os t  a n d  e x p e n s e  o f  it s h a l l  b e  a p p o r­

t i o n e d  a m o n g  a n d  a s s e s s e d  a g a i n s t  the t r a c t s  a n d  i n t e r e s t s  m a d e  c h a r g e­

a b l e  w i t h  it, i n c l u d i n g  a d e t a i l e d  a c c o u n t i n g  p r o c e d u r e  g o v e r n i n g  all 

c h a r g e s  a n d  c r e d i t s  i n c i d e n t  to s u c h  o p e r a t i o n s ; u p o n  terms a n d  c o n d i­

tions as to t i m e  a n d  r a t e  o f  i n t e r e s t  as m a y  b e  f a i r  to a l l  c on ce r n e d ,  

r e a s o n a b l e  p r o v i s i o n  s h a l l  b e  m a d e  in the  p l a n  o f  u n i t i z a t i o n  f o r  c a r r y­

ing  or  o t h e r w i s e  f i n a n c i n g  l e s s e e s  w h o  a r e  u n a b l e  to p r o m p t l y  m e e t  t h e i r
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f i n a n c i a l  o b l i g a t i o n s  in c o n n e c t i o n  w i t h  the unit;

(4) the p r o c e d u r e  a n d  b a s i s  u p o n  w h i c h  w e l l s ,  e q u i p m e n t  a n d  

o t h e r  p r o p e r t i e s  of the s e v e r a l  less ees  w i t h i n  the u n i t  a r e a  a r e  to b e  

t a k e n  o v e r  a n d  u s e d  for  u n i t  o p e r a t i o n s ,  i n c l u d i n g  the m e t h o d  o f  a r r i v­

ing  at the  c o m p e n s a t i o n  for it, or o f  o t h e r w i s e  p r o p o r t i o n a t e l y  e q u a l­

i z i n g  or a d j u s t i n g  the i n v e s t m e n t  o f  the s e v e r a l  le s s e e s  in t he p r o j e c t  

as of  the e f f e c t i v e  date o f  u n i t  o p er at io n;

(5) th e c r e a t i o n  of an o p e r a t i n g  c o m m i t t e e  to h a v e  g e n e r a l

o v e r a l l  m a n a g e m e n t  a n d  c o n t r o l  of  the u n i t  a n d  the c o n d u c t  o f  its b u s i­

ne s s  a n d  a f f a i r s  a n d  the  o p e r a t i o n s  c a r r i e d  on  b y  it, t o g e t h e r  w i t h  the  

c r e a t i o n  or d e s i g n a t i o n  of o t h e r  s u b c o m m i t t e e s ,  b o a r d s  o r  o f f i c e r s  to 

f u n c t i o n  u n d e r  the a u t h o r i t y  of  the o p e r a t i n g  c o m m i t t e e  as m a y  b e  n e c e s­

sary, p r o p e r  or  c o n v e n i e n t  in the e f f i c i e n t  m a n a g e m e n t  o f  the unit, 

d e f i n i n g  the p o w e r s  a n d  d ut i e s  o f  all th e c o m m i t t e e s , b o a r d s  a n d  o f f i­

cers , a n d  p r e s c r i b i n g  t h e i r  t e n u r e  a n d  t i m e  a n d  m e t h o d  fo r t h e i r  s e l e c­

tion;

(6) the ti m e  w h e n  the p l a n  of  u n i t i z a t i o n  b e c o m e s  e f f e c t i v e ;

(7) the ti m e  w h e n  a n d  the c o n d i t i o n s  u n d e r  w h i c h  a n d  the

m e t h o d  b y  w h i c h  the u n i t  s h a l l  or m a y  b e  d i s s o l v e d  a n d  its a f f a i r s  w o u n d

up.

*  S e c . 9. A S  3 1 . 0 5 . 1 1 0 (h) is a m e n d e d  to r e a d :

(h) S u b j e c t  to s u c h  r e a s o n a b l e  l i m i t a t i o n s  as m a y  b e  set ou t in 

th e p l a n  o f  u n i t i z a t i o n ,  th e u n i t  h as  a f i r s t  a n d  p r i o r  l i e n  u p o n  t he  

l e a s e h o l d  e s t a t e  a n d  all o t h e r  oil a n d  gas r i g h t s  ( e x c l u s i v e  of  a [ONE- 

E IG HT H]  lan dow ne rs ' r o y a l t y  i n t e re st ) in a n d  to e a c h  s e p a r a t e l y  o w n e d  

tract, the  i n t e r e s t  o f  the o w n e r s  in a n d  to the u n i t  p r o d u c t i o n  a n d  all 

e q u i p m e n t  in the p o s s e s s i o n  of  the unit, to s e c u r e , t h e  p a y m e n t  o f  the 

a m o u n t  o f  the u n i t  e x p e n s e  c h a r g e d  to a n d  a s s e s s e d  a g a i n s t  s u c h  s e p a­

ra t e l y  o w n e d  tract. T h e  i n t e r e s t  of the l e s s e e  o r  o t h e r  p e r s o n s  w h o  b y  
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lease, c o n t r a c t  o r  o t h e r w i s e  a r e  o b l i g a t e d  o r  r e s p o n s i b l e  f o r  the cost 

a n d  e x p e n s e  of  d e v e l o p i n g  a n d  o p e r a t i n g  a s e p a r a t e l y  o w n e d  t r a c t  fo r oil 

a n d  gas in the a b s e n c e  of  u n i t i z a t i o n  shall, h o w e v e r ,  b e  p r i m a r i l y  

r e s p o n s i b l e  f o r  a n d  c h a r g e d  w i t h  a n y  a s s e s s m e n t  fo r u n i t  e x p e n s e  m a d e  

a g a i n s t  th e t r a c t  a n d  r e s o r t  m a y  b e  h a d  to o v e r r i d i n g  r o y a l t i e s ,  o il  a n d  

gas p a y m e n t s ,  [ R O Y A L T Y  I N T E R E S T S  IN E X C E S S  O F  O N E - E I G H T H  O F  T H E  P R O D U C­

TION,] o r  o t h e r  i n t e r e s t s , e x c e p t  r o y a l t y  in te r e s t s ,  w h i c h  o t h e r w i s e  are 

n o t  c h a r g e a b l e  w i t h  t h e s e  costs, o n l y  in  the e v e n t  the o w n e r  of  i n t e r e s t  

p r i m a r i l y  r e s p o n s i b l e  f ai ls  to p a y  t h e  a s s e s s m e n t  of the  p r o d u c t i o n  to 

the c r e d i t  t h e r e o f ,  or  p r o d u c t i o n  is i n s u f f i c i e n t  for  t h a t  p ur p o s e .  If 

the o w n e r  o f  a n y  r o y a l t y  i n t e res t,  o v e r r i d i n g  r oy a l t y ,  o i l  o r  gas p a y­

ment, o r  a n y  o t h e r  i n t e r e s t  w h i c h  u n d e r  the p l a n  o f  u n i t i z a t i o n  is n o t  

p r i m a r i l y  r e s p o n s i b l e  for  it p a y s  in w h o l e  or  in  p a r t  th e a m o u n t  o f  an 

a s s e s s m e n t  for  u n i t  e x p e n s e  f or  t he  p u r p o s e  o f  p r o t e c t i n g  s u c h  interest, 

or t he  a m o u n t  o f  the  a s s e s s m e n t  in w h o l e  o r  in p a r t  is d e d u c t e d  f r o m  the 

u n i t  p r o d u c t i o n  to the c r e d i t  o f  s u c h  i n t er es t, th e o w n e r  o f  it is to 

the  e x t e n t  o f  t h e  p a y m e n t  o r  d e d u c t i o n  s u b r o g a t e d  to all  t h e  r i g h t s  of 

the u n i t  w i t h  r e s p e c t  to th e i n t e r e s t  o r  i n t e r e s t s  p r i m a r i l y  r e s p o n s i b l e  

fo r the a s s e s s m e n t .  T h e  l a n d o w n e r s 1 r o y a l t y  s h a r e  [A O N E - E I G H T H  PART] 

of  the u n i t  p r o d u c t i o n  a l l o c a t e d  to e a c h  s e p a r a t e l y  o w n e d  t r a c t  s h a l l  be  

r e g a r d e d  as r o y a l t y  to b e  d i s t r i b u t e d  to a n d  among, or  the p r o c e e d s  of 

it p a i d  to, t h e  l a n d o w n e r s , [THE R O Y A L T Y  O W N E R S ] free a n d  c l e a r  o f  all 

u n i t  e x p e n s e  a n d  f re e  o f  a n y  l i e n  fo r it.

*  Sec. 10. A S  3 1 . 0 5 . 1 1 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(p) A n  a l i q u o t  o f  u n i t  p r o d u c t i o n  m a y  b e  u n d e r l i f t e d  o r  o v e r l i f t e d  

f r o m  a u n i t  e s t a b l i s h e d  u n d e r  this c h a p t e r  or A S  3 8 . 0 5 . 1 8 0 (m) o n l y  w h e n  

it does n o t  c r e a t e  was t e ,  e x c e p t  the c o m m i s s i o n e r  m a y  p e r m i t  u n d e r l i f t­

ing  or  o v e r l i f t i n g  for  t e m p o r a r y  p e r i o d s  f o r  the p u r p o s e  of  a c c o m m o d a t­

ing  e x t r a o r d i n a r y  d i s r u p t i o n s  to an i n t e r e s t  o w n e r 's p r o d u c t i o n  d i s p o s a l
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system. U n d e r l i f t e d  o i l  m a y  b e  r e c o v e r e d  b y  an  i n t e r e s t  o w n e r  at a 

d a i l y  r a t e  n o t  to e x c e e d  10 p e r  ce n t  o f  h i s  w o r k i n g  or  r o y a l t y  i n t e r e s t  

s h a r e  of  d a i l y  p r o d u c t i o n  at the  time o f  u n d e r l i f t  r e c o v e r y . T h i s  J

s u b s e c t i o n  a p p l i e s  to al l u n i t s  c r e a t e d  a f t e r  J u n e  30, 1978,

* S e c . 11. A S  3 1 . 0 5 . 110(o) is a m e n d e d  to read:

(o) T h e  u n i t  a r e a  of a u n i t  m a y  b e  e n l a r g e d  to i n c l u d e  a d j o i n i n g  |

p o r t i o n s  o f  the sa m e  p o o l , i n c l u d i n g  th e u n i t  a r e a  o f  a n o t h e r  u n i t , a n d  j
.

a n e w  u n i t  c r e a t e d  for t he  u n i t i z e d  m a n a g e m e n t , o p e r a t i o n  a n d  f u r t h e r  

d e v e l o p m e n t  o f  the e n l a r g e d  u n i t  area, or the  p l a n  of  u n i t i z a t i o n  m a y  be  

o t h e r w i s e  a m e n d e d , or t he  u n i t  a r e a  c o n t r a c t e d ,  a ll in th e same m a n n e r , 

u p o n  t he  s am e  c o n d i t i o n s  a n d  s u b j e c t  to th e s a m e  l i m i t a t i o n s  as p r o v i d e d  

w i t h  r e s p e c t  to the c r e a t i o n  o f  a u n i t  in th e f i r s t  i n s t a n c e  [; E X C E P T  

T H A T  W H E R E  T H E  A M E N D M E N T  T O  T H E  P L A N  O F  U N I T I Z A T I O N  R E L A T E S  O N L Y  T O  T H E  

R I G H T S  A N D  O B L I G A T I O N S  A S  B E T W E E N  L E S S E E S  T H E  R E Q U I R E M E N T  T H A T  IT BE 

SIGNED, R A T IF IED , A N D  A P P R O V E D  B Y  R O Y A L T Y  O W N E R S  O F  R E C O R D  O F  N O T  L E S S  

T H A N  62. 5  P E R  C E N T  O F  T H E  U N I T  A R E A  D O E S  N O T  A P P L Y ] .

*  S e c . 12. A S  3 1 . 0 5 . 1 1 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(q) T hi s  s e c t i o n  a p p l i e s  to all i n v o l u n t a r y  u n i t s  f o r m e d  in the 

state. S u b s e c t i o n s  (a) a n d  (g) - (p) of  this s e c t i o n  a p p l y  to all 

v o l u n t a r y  u n i t s  f o r m e d  in th e s t a t e  a n d  to a v o l u n t a r y  c o o p e r a t i v e  or 

u n i t  p l a n  o f  d e v e l o p m e n t  or  o p e r a t i o n  e n t e r e d  i nto in a c c o r d a n c e  w i t h  A S  

3 8 . 0 5 . 1 8 0 ( m ) .

*  Sec. 13. A S  3 1 . 0 5 . 1 7 0 ( 1 1 )  is a m e n d e d  b y  a d d i n g  a n e w  s u b p a r a g r a p h  to 

read:

(J) t h e  d r i l l i n g  of w e l l s  u n n e c e s s a r y  to c a r r y  o u t  the 

p u r p o s e  o r  int e n t  of  this chapter;

* S e c . 14. A S  3 1 . 0 5 . 1 7 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(13) " l a n d o w n e r "  m e a n s  the o w n e r  of th e s u b s u r f a c e  e s t a t e  o f  

th e t r a c t  affected.
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* Sec. 15. A S  3 8 . 0 5 . 1 8 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(t) N o  le a s e s  m a y  b e  i s s u e d  u n d e r  this s e c t i o n  w i t h o u t  the i n c l u­

s i o n  o f  t h e  f o l l o w i n g  lan guage: " T h e  l a n d o w n e r s '  r o y a l t y  s h a r e  o f  the

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

g a r d e d  as r o y a l t y  to b e  d i s t r i b u t e d  to a n d  among, o r  t h e  p r o c e e d s  o f  it 

p a i d  to, the l a n d o w n e r s ,  f re e  a n d  c l e a r  o f  al l u n i t  e x p e n s e  a n d  fre e  of 

a n y  l i e n  for  it."  L e a s e s  i s s u e d  i n  v i o l a t i o n  o f  this s u b s e c t i o n  shall, 

f o r  all  p u r p o s e s ,  b e  c o n s t r u e d  as c o n t a i n i n g  the l a n g u a g e  r e q u i r e d  b y  

this s u b s e c t i o n .

*  Sec. 16. A S  3 1 . 0 5 . 1 1 0 ( d )  is r e p e a l e d .

* Sec. 17. T h i s  A c t  t akes e f f e c t  J u l y  1, 1978.
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