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T H E  H O U S E  BY  T H E  FR E E  C O N F E R E N C E  C O M M I T T E E

F R E E  C O N F E R E N C E  CS F O R  S E N A T E  CS FO R CS FO R H O U S E  B I L L  NO. 815 

IN 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 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

a n  Act  e n t i t l e d :  "An A c t  r e l a t i n g  to oi 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  f o r  an e f f e c t i v e  d a t e . "

IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

* 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  n e w  p a r a g r a p h s  to read:

(8) t he  m e a s u r i n g  a n d  m o n i t o r i n g  of oil a n d  gas p o o l  p r e s­

sures;

(9) t h e  f i l i n g  a n d  a p p r o v a l  of a p l a n  of d e v e l o p m e n t  a n d  

o p e r a t i o n  for a f i e l d  or p o o l  in o r d e r  to p r e v e n t  w a s t e ,  i n s u r e  a 

g r e a t e r  u l t i m a t e  r e c o v e r y  of oi l a n d  gas, a n d  p r o t e c t  th e c o r r e l a t i v e  

r i g h t s  of p e r s o n s  o w n i n g  i n t e r e s t s  in th e t ra c t s  of l a n d  aff ec te d.

* Sec. 2. AS  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) th e q u a n t i t y  a n d  r a t e  of th e p r o d u c t i o n  of oil a n d  gas

f r o m  a w e l l  or 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  or u n i t  p l a n  of  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 nt o  i n  a c c o r d a n c e  w i t h  AS 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  of f l o w  te s t  i n f o r m a t i o n  a n d  all 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 u b s e c t i o n ^

* Sec. 4. A S  3 1 . 0 5 . 0 3 5 ( a )  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:

(3) t h e  o p e r a t o r  to m a k e  a v a i l a b l e  for c o p y i n g  the d i g i t i z e d

l o g  i n f o r m a t i o n ,  if it is a v a i l a b l e ,  o n  a n y  l o g  r e q u i r e d  to b e  f i l e d  

u n d e r  (1) or (2) of this s u b s e c t i o n .

* Sec. 5. AS 3 1 . 0 5 . 0 3 5 ( c )  is a m e n d e d  to read:-1 - FCCS SCS CSHB 815
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(c) T h e  re 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  in (a) of this s e c t i o n  

[MARK ED C O N F I D E N T I A L ]  s hal l be  k e p t  c o n f i d e n t i a l  for 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 ive 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 nd  i n f o r m a t i o n  at a n  e a r l i e r  d a t e .

If t he  c o m m i s s i o n e r finds that  the 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  of u n l e a a e d  

l a n d  in  the  s ame  v i c ini ty , h e  shall 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  

c o n f i d e n tia l for a r e a s o n a b l e  t i m e  a f t e r  the d i s p o s i t i o n  of a ll  a f f e c t e d  

u n l e a s e d  l a n d , u n less the o w n e r  of the w e l l  gives w r i t t e n  p e r m i s s i o n  to 

r e l e a se th e re 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  d a t e . W e l l  loca ti on,  

depth, s ta t u s  a n d  p r o d u c t i o n  da t 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  t he  

d e p a r t m e n t  to be  f i l e d  s u b s e q u e n t  to the 3 0 - d a y  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  shall 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 s u b s e c t i o n ,  m e a n s  v o l um 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 oil or gas a f t e r  the 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 .

* S e c . 6. AS 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 e o l o g i c a l , an d 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  t h e  i n f o r m a t i o n  so r e q u e s t s .

* Sec. 7. AS 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 t hi s  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  or g e n e r a l  a p p l i c a t i o n  

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  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 in g l e  w e l l  or s i n g l e  f i e l d  n e e d  n o t  c o m p l y  w i t h  t he  

p r o v i s i o n s  of AS 4 4 . 6 2 . 330 - 4 4 . 62.630, b u t  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 the 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  a n  o p p o r t u n i t y  to be h e a r d .
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(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  or w i t h  t h e  d e p a r t m e n t  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  i n  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  t h e  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 ct ion , t he  d e­

p a r t m e n t  f in ds th a t  (1) t h e  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  of 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  co nt rol , p r e s s u r e - m a i n t e n a n c e  or 

r e p r e s s u r i n g  o p e r a t i o n s ,  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 , 

or a n y  c o m b i n a t i o n  o f  these, or 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

la 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 p o o l ;  (2) on e or m o r e  o f  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  as

a p p l i e d  to t h e  p o o l  or p o r t i o n  o f  it is fe a s i b l e ,  a n d  w i l l  p r e v e n t  wasted

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  i n  the i n c r e a s e d  r e c o v e r y  of j
jj

s u b s t a n t i a l l y  m o r e  oi l a n d  gas f r o m  the p o o l  th a n  w o u l d  o t h e r w i s e  be  : 

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  such; 

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  of the a d d i t i o n a l  oil 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  of o n e  or 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 for the  c o m m o n  g o o d  [AND W I L L  R E S U L T  IN S 

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  G AS  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 f 

t h a t  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  th e u n i t  a n d  p r o v i d i n g  for 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  of the  p o o l  or p o r t i o n  of it de- | 

s c r i b e d  in  t h e  order, u p o n  th 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  ; 

t h e  e v i d e n c e  to be  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  ar e n e c e s s a r y  ; 

o r  p r o p e r  to p r o t e c t ,  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  5 

o b l i g a t i o n s  of 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 , oil a n d  gas p a y m e n t s ,  c a r r i e d  interests,; 

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 lessees. T h e  

p e t i t i o n  s h a l l  set out  a  d e s c r i p t i o n  of  the p r o p o s e d  u n i t  a r e a  w i t h  a

* S e c . 8. AS 31.05.110(b) is  amended to read:

-3 - FCCS SCS CSHB 815
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m a p  or p l a t  of it a t t a c h e d  shall a l l e g e  the  e x i s t e n c e  of the f ac ts 

r e q u i r e d  to be 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  in this p a r a g r a p h  an d 

sh al l 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  of 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  ar 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  f a i r , 

r e a s o n a b l e  a n d  e q u i t a b l e .* Sec. 9. AS 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 the d e p a r t m e n t  s hall d e f i n e  the b o u n d a r y  of the 

a r e a  (OF THE P O O L  OR  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  t he 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  d et a i l  the 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  

to i t . 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 all or a 

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  of a p o o l  or p o o l s  as h a s  b e e n  

d e f i n e d  a n d  d e t e r m i n e d  to b e  p r o d u c t i v e  o n  the b a s i s  of i n f o r m a t i o n  

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

TI O N S  ] m a y  be  so i n c l u d e d  w i t h i n  the un i t  a r e a . 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 t h 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  tha t th e a r e a  to b e  so i n c l u d e d  w i t h i n  t he  u n i t  a r e a  is of a 

si z e  a n d  shape 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 t he  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  of th e u n i t i z e d  m e t h o d  of o p e r a t i o n  f or  w h i c h  the  u n i t  

is created, a n d  that 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  of the p o o l . T h e  p l a n  of u n i t i z a t i o n  for e a c h  

u n i t  a n d  u n i t  a r e a  shall be on 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 

t h e  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 a ct s 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 i t . 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  the 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  out  the p u r p o s e  of thi s c h a p t e 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  of this sec ti on , e a c h  p l a n  of u n i t i z a­

ti o n  shal l c o n t a i n  f a i r , 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  and  o p e r a t i o n  of the u n i t  a r e a  for th e r e c o v e r y  of 

FC C S  SCS C S H B  815 -4-
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oil  a n d  gas f r o m  the p o o l  affected-, u n d e r  s u c h  a p l a n  the a c t u a l  o p e r a­

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

u n i t  i t s el f, or b y  o ne  or m o r e  of the  le s s e e s  w i t h i n  th e u n i t  a r e a  as 

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

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 ;  the d e s i g n a t i o n  of 

t h e  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  o f  t h e  l e s s e e s  in the u n i t  in a 

m a n n e r  p r o v i d e d  i n  the p l a n  of 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 ;

(2) the d i v i s i o n  of i n t e r e s t  or f o r m u l a  for the 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  of the u n i t  p r o d u c t i o n ,  a m o n g  a n d  to the s e v e r a l  s e p a­

r a 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  i n  or 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  rec e i v e ,  i n s t e a d  there of , 

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  of th e un i t  p r o d u c t i o n  or 

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  of the 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  the 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 like v a l u e s  o f  o t h e r  t ra c t s  in the unit, 

t a k i n g  i n t o  a c c o u n t  a c r e a g e ,  th e q u a n t i t y  o f  oil 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  the s t r u c 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 oil a nd  

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

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

tors, or 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  or 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  of d e t e r m i n a t i o n ;  u n i t  p r o d u c­

t i o n  as t h a t  t e r m  is u s e d  in t his c h a p t e r  m e a n s  al l oil 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  the e f f e c t i v e  d a t e  of the  o r d e r  of t he  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  of the w e l l  or t r a c t  w i t h i n  the u n i t  a re a  

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

(3) t h e  m a n n e r  in w h i c h  the u n i t  a n d  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  of the u n i t  a r e a  s h a l l  or m a y  b e  f i n a n c e d  a n d  the basis,-5 - FCCS SCS CSHB 815
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terms a n d  c o n d i t i o n s  on  w h i c h  the cost a n d  e x p e n s e  of it shall b e  a p p o r­

ti o n e d  a m o n g  and  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

ab l e  w i t h  i t , 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 ed it s i n c i d e n t  to su c h  o p e r a t i o n s j  u p o n  t er ms  a n d  c o n d i­

tions as to ti m e  a nd  r ate of i n t e r e s t  as m a y  b e  fai r to all c o n c e r n e d ,  

r e a s o n a b l e  p r o v i s i o n  sha ll  b e  m a d e  i n  t h e  p l a n  of u n i t i z a t i o n  for c a r r y­

in g  or o t h e r w i s e  f i n a n c i n g  lesse es  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  

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 u n i t ;

(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  l e s see s w i t h i n  the u n i t  a r e a  are  to b e  

t a k e n  o ve 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  of a r r i v­

in g  at the c o m p e n s a t i o n  for i t , or of 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

iz i n g  or a d j u s t i n g  the i n v e s t m e n t  of the s e v e r a l  l e ss ee s i n  the p r o j e c t  

as of the e f f e c t i v e  d ate of u n i t  o p e r a t i o n ;

(5) the 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  of its b u s i­

ness an 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  i t , 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  or 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 th e e f f i c i e n t  m a n a g e m e n t  of the u n i t , 

d e f i n i n g  the p o w e r s  a n d  du tie s of all the 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  th eir  t e n u r e  a n d  t i m e  a n d  m e t h o d  for t h e i r  s e l e c­

tion;

(6) the tim 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 tim 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 hall 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 . 10. A S  3 1 . 0 5 . 110(h) is a m e n d e d  to read:

(h) S u b j e c t  to suc 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 
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the  p l a n  of u n i t i z a t i o n ,  the u n i t  h a s  a f i r s t  a n d  p r i o r  lie n u p o n  the 

l e a s e h o l d  e s t a t e  a n d  al l 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 I G H T H ]  l a n d o w n e r s '  r o y a l t y  i n t e r e s t )  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  of th e 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  i n  t h e  p o s s e s s i o n  of the  unit, to s e c u r e  t he  p a y m e n t  of the 

a m o u n t  of 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

r a t e l y  o w n e d  tract. T h e  i n t e r e s t  of th e l e s s e e  or o t h e r  p e r s o n s  w h o  b y  

lease, c o n t r a c t  or o t h e r w i s e  a r e  o b l i g a t e d  or r e s p o n s i b l e  for th e 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  for oil 

a n d  ga s i n  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  for  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  for 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 ,  oil 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  OF T H E  P R O D U C­

T I O N , ]  or 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  i n t e r e s t s ,  w h i c h  o t h e r w i s e  ar e 

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 a i l s  to p a y  th e a s s e s s m e n t  of the p r o d u c t i o n  to 

t h e  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 th a t  p u r p o s e .  If 

t h e  o w n e r  of a n y  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g  r o y a l t y ,  oil or gas p a y ­

me n t ,  or 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  of u n i t i z a t i o n  is no 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  the a m o u n t  of 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  of p r o t e c t i n g  s u c h  i n t e r e s t ,  

or t h e  a m o u n t  o f  th e a s s e s s m e n t  i n  w h o l e  or 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 e r e s t , the o w n e r  of it is to 

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

t h e  u n i t  w i t h  r e s p e c t  to the  i n t e r e s t  or 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 th e 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 ac t s h al l be  j 
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  a m o n g , 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 ] f re e  a n d  c lea r of  all
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1

2

3

4

5
g

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26
27
28

29,

u n i t  e x p e n s e  a n d  free of a n y  l i e n  for it,-

* Sec, 11, AS 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 reads

(p) A n  a l i q u o t  of 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  or 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 AS 3 8 , 0 5 . 180(m) o n l y  w h e n  

it does n ot  c r e a t e  wa st e,  e x c e p t  th e 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  for the p u r p o s e  of a c c o m m o d a t­

in g  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 a n  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  

system. U n d e r l i f t e d  oil m a y  b e  r e c o v e r e d  b y  a n  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  c en t  of 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 t i m e  of u n d e r l i f t  r e c o v e r y .  T his 

s u b s e c t i o n  a p p l i e s  to all u n i t s  c r e a t e d  a f t e r  Ju n e  30, 1978.

* S e c . 12. 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 ni 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 l n i n g  

p o r t i o n s  of the s am e  p o o l , i n c l u d i n g  the u n i t  ar e a  of a n o t h e r  u n i t , a n d  

a n e w  u ni t  c r e a t e d  for 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 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  b e  

o t h e r w i s e  a me nde d,  or t he  u n i t  a r e a  c o n t r a c t e d , all i n  t h e  s a m e  m a n n e r , 

u p o n  th e s a m e  c o n d i t i o n s  a n d  s u b j e c t  to t h e  sa 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  of a u n i t  i n  the  f i r s t  i n s t a n c e  [ i 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  TO  T H E  

R I G H T S  A N D  O B L I G A T I O N S  AS 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 

SI G N E D ,  R A T I F I E D ,  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 . 13. 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) Thi 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  i n  the  

s t a t e . 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  of 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  into  in a c c o r d a n c e  w i t h  AS 

3 8 . 0 5 . 180(m).
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(J) th 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  out the 

p u r p o s e  or i n t e n t  of this c h a p t e r  5

* Sec. 15. AS  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 the s u b s u r f a c e  e s t a t e  of

t h e  t r a c t  a f f e c t e d .

* Sec. 16. 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) No  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  th e i n c l u­

si o n  of the  f o l l o w i n g  l a n gua ge : "The l a n d o w n e r s '  r o y a l t y  s h a r e  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, the l a n d o w n e r s ,  f r e e  a n d  c l e a r  of a ll  u n i t  e x p e n s e  a n d  f r e e  of 

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

for a l l  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  th e 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. 17. AS  3 1 . 0 5 . 1 1 0 ( d )  is r ep e a l e d .

* Sec. 18, T h i s  Act  t a k e s  e f f e c t  i m m e d i a t e l y  in  a c c o r d a n c e  w i t h  AS 01 . 1 0 . -  

0 7 0 ( c ) .

* S e c . 14. AS 31.05.170(11) is  amended by adding a new subparagraph toread:
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