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Introduced: 2/1.4/78
Referred: Resources and

Finance

N  T H E  S E N A T E  B Y  C R O F T  A N D  H U B E R

S E N A T E  B I L L  NO. 503 

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  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

or  a n  A c t  e n t i t l e d :  " A n  A c t  e s t a b l i s h i n g  t h e  A l a s k a  O i l  a n d  Gas C o n s e r v a­

t i o n  C o m m i s s i o n ;  a n d  p r o v i d i n g  for  a n  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  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. (a) It is t he  i n t e n t  o f  the  l e g i s l a t u r e  t h a t  th e s t a t e ' s

e g u l a t o r y  r e s p o n s i b i l i t i e s  a n d  the  e x e r c i s e  o f  its p o l i c e  p o w e r s  w i t h  re- 

p e c t  to o i l  a n d  gas  d e v e l o p m e n t  b e  v e s t e d  i n  a n  i n d e p e n d e n t  r e g u l a t o r y  j

o m m i s s i o n ,  a n d  th a t  th e e x e r c i s e  o f  t h e s e  p o w e r s  b e  s e p a r a t e d  in fact a n d  

p p e a r a n c e  f r o m  the e x e r c i s e  o f  t h e  s t a t e ' s  p o w e r  as o w n e r  o r  p r o p r i e t o r  of 

il a n d  gas r e s o u r c e s .

(b) T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  s t a t e ' s  r e g u l a t o r y  a n d  p o l i c e  p o w e r  

i t h  r e s p e c t  to o il  a n d  gas d e v e l o p m e n t  s h o u l d  b e  e x e r c i s e d  w i t h  r e f e r e n c e  to 

e n e r a l  b u t  c l e a r  c r i t e r i a  a n d  o b j e c t i v e s  e s t a b l i s h e d  b y  the l e g i s l a t u r e .

*  Sec. 2. A S  31 is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  10. A L A S K A  O I L  A N D  G A S  C O N S E R V A T I O N  ACT.

Sec. 31..10.010. A L A S K A  O I L  A N D  G A S  C O N S E R V A T I O N  C O M M I S S I O N  

C R E A T E D .  (a) T h e r e  is c r e a t e d  as an  i n d e p e n d e n t  q u a s i - j u d i c i a l  a g e n c y  

of  t h e  s t a t e  t h e  A l a s k a  O i l  a n d  Gas C o n s e r v a t i o n  C o m m i s s i o n ,  c o m p o s e d  of 

t h r e e  c o m m i s s i o n e r s  a p p o i n t e d  b y  t he  g o v e r n o r  a n d  c o n f i r m e d  b y  the 

l e g i s l a t u r e  in  j o i n t  s es sion.

(b) T h e  g o v e r n o r  s h a l l  d e s i g n a t e  o n e  m e m b e r  o f  the  c o m m i s s i o n  as 

c h a i r m a n  of  the  c o m m i s s i o n .  T h i s  m e m b e r  s h a l l  s e r v e  as c h a i r m a n  f o r  a 

t e r m  o f  f o u r  y e a r s ,  b u t  m a y  b e  a p p o i n t e d  f o r  s u c c e s s i v e  terms.

Sec. 3 1 . 1 0 . 0 2 0 .  T E R M  OF  O F F I C E ; V A C A N C Y . (a) T h e  t e r m  o f  o f f i c e

o f  e a c h  m e m b e r  is s i x  yea rs . T h e  g o v e r n o r  s h a l l  d e s i g n a t e  w h o  a m o n g  his
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i n i t i a l  a p p o i n t e e s  s h a l l  s e r v e  r e s p e c t i v e l y  for t e r m s  of  two y e a r s , f our 

y e a r s  a n d  s i x  ye ars . A  c o m m i s s i o n e r ,  u p o n  the  e x p i r a t i o n  o f  h i s  term, 

s ha ll  c o n t i n u e  to h o l d  o f f i c e  u n t i l  his  s u c c e s s o r  is a p p o i n t e d  a n d  

q ual if ie d.

(b) A  v a c a n c y  a r i s i n g  i n  th e o f f i c e  o f  c o m m i s s i o n e r  s h a l l  b e  

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

i n  j o i n t  session, a n d  an  a p p o i n t e e  s e l e c t e d  to fi l l  a v a c a n c y  s h a l l  h o l d  

o f f i c e  for t h e  b a l a n c e  o f  the fu l l  t e r m  f o r  w h i c h  h i s  p r e d e c e s s o r  o n  t he 

c o m m i s s i o n  w a s  a p p o i n t e d .

(c) A  v a c a n c y  in t h e  c o m m i s s i o n  doe s n o t  i m p a i r  th e a u t h o r i t y  o f  a 

q u o r u m  of  c o m m i s s i o n e r s  to e x e r c i s e  al l t h e  p o w e r s  a n d  p e r f o r m  a ll  the 

du t i e s  o f  the co m m i s s i o n .

Sec. 31 .10 . 0 3 0 .  R E M O V A L  O F  C O M M I S S I O N E R S .  T h e  g o v e r n o r  m a y  r e m o v e  

a c o m m i s s i o n e r  f r o m  o f f i c e  b y  a n d  w i t h  the c o n s e n t  of  a m a j o r i t y  o f  the 

l e g i s l a t u r e .

Sec. 31 .10 . 0 4 0 .  Q U A L I F I C A T I O N S  OF M E M B E R S . M e m b e r s  s h a l l  b e  

q u a l i f i e d  as f o l l o w s : o n e  m e m b e r  s hal l b e  a l i c e n s e d  p r o f e s s i o n a l

e n g i n e e r  w i t h  e d u c a t i o n a l  a n d  p r o f e s s i o n a l  b a c k g r o u n d  in the f i e l d  of 

p e t r o l e u m  e n g i n e e r i n g ; o n e  m e m b e r  s ha ll  b e  a g e o l o g i s t  w i t h  p r o f e s s i o n a l  

b a c k g r o u n d  in t he  f i e l d  o f  p e t r o l e u m  g e o l o g y ; o n e  m e m b e r  s ha ll  b e  a 

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

ing o r  p e t r o l e u m  g e o l o g y .

S e c . 3 1 . 1 0 . 0 5 0 .  QUORU M.  T w o  m e m b e r s  o f  t he  c o m m i s s i o n  c o n s t i t u t e  

a q u o r u m  f o r  th e t r a n s a c t i o n  o f  b u s i n e s s , for t he  p e r f o r m a n c e  o f  a duty, 

or f o r  the  e x e r c i s e  o f  a p o w e r  o f  the  c o m m i s s i o n .

Sec. 3 1.1 0 . 0 6 0 .  O A T H  O F  O F F I C E . E a c h  c o m m i s s i o n e r  a n d  t he e x e c u -  I 

tive  d i r e c t o r  o f  t he  c o m m i s s i o n ,  b e f o r e  e n t e r i n g  u p o n  t h e  d u t i e s  o f  h i s  

office, s h a l l  tak e  a n d  s u b s c r i b e  to the  o a t h  p r e s c r i b e d  for  p r i n c i p a l  I 

o f f i c e r s  o f  the  s t a t e .
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See. 3 1 . 1 0 . 0 7 0 .  C O M P E N S A T I O N  O F  M E M B E R S  O F  T H E  C O M M I S S I O N .  M e m ­

be r s  o f  t h e  c o m m i s s i o n  a r e  in the  e x e m p t  s e r v i c e  a n d  s h a l l  r e c e i v e  an 

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

departmeftt.

Sec. 3 i . 1 0 . 0 8 0 .  P R I N C I P A L  OF F I C E ;  SEAL. (a) T h e  c o m m i s s i o n  s h al l 

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

its b u s i n e s s  e f f i c i e n t l y . F o r  the c o n v e n i e n c e  o f  t h e  p u b l i c  o r  o f  

p a r t i e s  to a p r o c e e d i n g  th e c o m m i s s i o n  m a y  h o l d  m e e t i n g s ,  h e a r i n g s  or 

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

(b) T h e  c o m m i s s i o n  s h a l l  h a v e  an  o f f i c i a l  seal.

Sec. 3 1 . 1 0 i090. L E G A L  C O U N S E L .  (a) T h e  D e p a r t m e n t  o f  L a w  sh all  

p r o v i d e  f u l l - t i m e  l e g a l  c o u n s e l  to t h e  c o m m i s s i o n .  T h e  l e g a l  c o u n s e l  

p r o v i d e d  b y  th e D e p a r t m e n t  o f  L a w  is s u b j e c t  to t h e  a p p r o v a l  o f  the 

c o m m i s s i o n .

(b) T h e  c o m m i s s i o n  may, s u b j e c t  to the  a p p r o v a l  of  t h e  a t t o r n e y

g e n e r a l ,  c o n t r a c t  f o r  t h e  s e r v i c e s  o f  a d d i t i o n a l  s p e c i a l i z e d  l e g a l

c o u n s e l  o r  l e g a l  c o n s u l t a n t s .

Sec. 3 1 . 1 0 . 1 0 0 .  C O M M I S S I O N  STAFF. (a) T h e  c o m m i s s i o n  s h a l l  

e m p l o y  a n  e x e c u t i v e  d i r e c t o r  a n d  o t h e r  s t a f f  as it c o n s i d e r s  n e c e s s a r y  

to c a r r y  o u t  its r e s p o n s i b i l i t i e s .

(b) T h e  p r o f e s s i o n a l  s t a f f  o f  th e c o m m i s s i o n  a n d  the p e r s o n a l  

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

A S  3 9 . 2 5 . 1 2 0 .

(c) T h e  s e c r e t a r i a l  a n d  c l e r i c a l  s t a f f  o f  the  c o m m i s s i o n , e x c e p t  

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

s e r v i c e  u n d e r  A S  3 9 . 2 5 . 1 0 0 .

(d) T h e  e x e c u t i v e  d i r e c t o r  s h a l l  r e c e i v e  a n  a n n u a l  s a l a r y  e q u a l  to 

t hat o f  a c o m m i s s i o n e r  o f  a p r i n c i p a l  e x e c u t i v e  d e p a r t m e n t .

(e) In a d d i t i o n  to its s t a f f  o f  r e g u l a r  e m p l o y e e s , t h e  c o m m i s s i o n
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m a y  c o n t r a c t  fo r a n d  e n g a g e  t he  s e r v i c e s  of c o n s u l t a n t s  a n d  e x p e r t s  th e

c o m m i s s i o n  c o n s i d e r s  n e c e s s a r y .

See. 31 .10 . 1 1 0 .  C O N F L I C T  O F  I N T E RES T.  (a) No m e m b e r  or  e m p l o y e e  

o f  the c o m m i s s i o n  m a y  h o l d  a n  i n t e r e s t  i n  a n y  oi l a n d  gas l e a s e  in 

A l a s k a  i s s u e d  b y  the s t a t e  or th e U n i t e d  States.

(b) N o  m e m b e r  or e m p l o y e e  of the c o m m i s s i o n  m a y  h a v e  a n  o f f i c i a l  

c o n n e c t i o n  with, or h o l d  s t o c k  or  s e c u r i t i e s  in, or  h a v e  a n y  p e c u n i a r y  

i n t e r e s t  in, a n y  c o m p a n y  e n g a g e d  in th e e x p l o r a t i o n  fo r or  d e v e l o p m e n t  

of  o i l  a n d  gas in A l a s k a ,  or  th e p r i m a r y  b u s i n e s s  of w h i c h  is the  p r o ­

v i s i o n  o f  g o o d s  or  s e r v i c e s  to a c o m p a n y  so en gaged.

(c) T h i s  s e c t i o n  is i n  a d d i t i o n  to th e r e q u i r e m e n t s  of  A S  39.50,

A S  39.51, a n d  o t h e r  a p p l i c a b l e  s t a t e  law.

(d) T h e  c o m m i s s i o n  s h a l l  c a u s e  a c o p y  o f  (a) - (c) o f  this s e c t i o n  

to b e  p r o m i n e n t l y  p o s t e d  at e a c h  o f f i c e  e s t a b l i s h e d  b y  th e c o m m i s s i o n .

S e c . 3 1.1 0 , 1 2 0 .  A P P L I C A T I O N .  T h e  a u t h o r i t y  of t h e  c o m m i s s i o n  

a p p l i e s  to all l a n d  in th e s t a t e  l a w f u l l y  s u b j e c t  to its p o l i c e  p o w e r s .

It a p p l i e s  to l a n d  of  th e U n i t e d  S t a t e s  or to l a n d  s u b j e c t  to the j u r i s -  J

d i c t i o n  o f  th e U n i t e d  S t a t e s  o n l y  to t h e  e x t e n t  that  c o n t r o l  a n d  s u p e r­

v i s i o n  o f  c o n s e r v a t i o n  o f  o i l  a n d  gas b y  th e U n i t e d  S t a t e s , o n  its l a n d  

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

a p p l i e s  to f e d e r a l  l an d  so far as an  o f f i c e r  o f  the U n i t e d  S t a t e s  h a v i n g  

j u r i s d i c t i o n ,  or  his  a u t h o r i z e d  r e p r e s e n t a t i v e ,  sh all  a p p r o v e  a n y  o f  th e 1 

p r o v i s i o n s  of  this c h a p t e r  o r  o r d e r s  o f  the c o m m i s s i o n  w h i c h  a f f e c t  

l a n d . j

Sec. 31 .1 0 . 1 3 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  C O M M I S S I O N .  (a) T h e  

c o m m i s s i o n  ha s j u r i s d i c t i o n  a n d  a u t h o r i t y  o v e r  al l p e r s o n s  a n d  p r o p e r t y ,  

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

this c h a p t e r .

(b) T h e  c o m m i s s i o n  s h a l l  i n v e s t i g a t e  to d e t e r m i n e  w h e t h e r  o r  n o t  j 
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f a c t s  e x i s t  w h i c h  j u s t i f y  or  r e q u i r e  a c t i o n  b y  i t .

(c) T h e  c o m m i s s i o n  s h a l l  a d o p t  r e g u l a t i o n s  a n d  o r d e r s  a n d  ta k e  

o t h e r  a p p r o p r i a t e  a c t i o n  to c a r r y  o u t  th e p u r p o s e s  o f  this  cha pter.

(d) T h e  c o m m i s s i o n  m a y  r e q u i r e

(1) i d e n t i f i c a t i o n  o f  o w n e r s h i p  o f  w e l l s , p r o d u c i n g  l e a s e s , 

t a n k s , p l a n t s  a n d  d r i l l i n g  s t r u c t u r e s ;

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

l o g s , e l e c t r i c  l o g s , l i t h o l o g i c  l o g s , d i r e c t i o n a l  s u r v e y s , a n d  al l o t h e r  

s u b s u r f a c e  i n f o r m a t i o n  o n  a w e l l  d r i l l e d  for o i l  o r  g a s , o r  for  the 

d i s c o v e r y  o f  o i l  o r  gas, o r  f o r  g e o l o g i c  i n f o r m a t i o n ,  a n d  t h 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  s h a l l  b e  f i l e d  w i t h i n  30 da y s  a f t e r  th e c o m p l e­

tion, a b a n d o n m e n t , o r  s u s p e n s i o n  o f  t h e  w e l l ;

(3) t h e  d r i l l i n g ,  c a s i n g  a n d  p l u g g i n g  o f  w e l l s  in a m a n n e r

w h i c h  w i l l  p r e v e n t  t h e  e s c a p e  o f  o i l  o r  gas o u t  o f  o n e  s t r a t u m  into

a n o t h e r ,  the i n t r u s i o n  o f  w a t e r  i n t o  a n  o i l  o r  gas s t r a t u m ,  the  p o l l u­

t i o n  o f  f r e s h  w a t e r  s u p p l i e s  b y  o i l , g as  o r  s al t  w a t e r ,  a n d  p r e v e n t  

b l o w o u t s , c a v i n g s , s e e p a g e s  a n d  f i r e s ;

(4) t h e  f u r n i s h i n g  o f  a r e a s o n a b l e  b o n d  w i t h  s u f f i c i e n t  

s u r e t y  c o n d i t i o n s  f o r  the  p e r f o r m a n c e  o f  th e d u t y  to p l u g  e a c h  d r y  or 

a b a n d o n e d  w e l l  o r  t h e  r e p a i r  o f  w e l l s ;

(5) t h e  o p e r a t i o n  o f  w e l l s  w i t h  e f f i c i e n t  g a s - o i l  a n d  w a t e r -

o i l  r a t i o s , a n d  m a y  f i x  t h e s e  r a t i o s ;

(6) th e g a u g i n g  o r  o t h e r  m e a s u r i n g  o f  o i l  a n d  g as  to d e t e r­

m i n e  t h e  q u a l i t y  a n d  q u a n t i t y  o f  o i l  a n d  g a s ;

(7) e v e r y  p e r s o n  w h o  p r o d u c e s  o i l  o r  gas in  th e s t a t e  to k e e p

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

a c c u r a t e  r e c o r d s  o f  t h e  q u a n t i t i e s  o f  o i l  a n d  gas p r o d u c e d ,  w h i c h  s h a l l  

b e  a v a i l a b l e  f o r  e x a m i n a t i o n  b y  t h e  c o m m i s s i o n  o r  its a g e n t s  at all 

r e a s o n a b l e  t i m e s ;
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(8) th e 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  .

(e) T h e  c o m m i s s i o n  m a y  r e g u l a t e ,  f or  c o n s e r v a t i o n  p u r p o s e s ,

(1) the d r i l l i n g ,  p r o d u c i n g  a n d  p l u g g i n g  o f  w e l l s ;

(2) the s h o o t i n g  a n d  c h e m i c a l  t r e a t m e n t  of  w e l l s ;

(3) the s p a c i n g  of  w e l l s ;

(4) th e d i s p o s a l  o f  salt w a t e r , n o n p o t a b l e  w a t e r  a n d  o i l  I

f i e l d  w a s t e s ;

(5) the c o n t a m i n a t i o n  o r  w a s t e  o f  u n d e r g r o u n d  w a t e r ;

(6) th e p r o d u c t i o n  r a t e  of  o il  a n d  gas f r o m  a w e l l  or p r o ­

perty.

(f) T h e  c o m m i s s i o n  m a y  c l a s s i f y  w e l l s  as oil  or  gas w e l l s  for 

p u r p o s e s  m a t e r i a l  to the i n t e r p r e t a t i o n  o r  e n f o r c e m e n t  o f  this c h a p t e r .

(g) T h e  c o m m i s s i o n  m a y  b y  r e g u l a t i o n  r e q u i r e  t h a t  d e v e l o p m e n t  a n d

p r o d u c t i o n  o f  an oi l or gas p o o l  b e  a c c o m p l i s h e d  o n l y  in a c c o r d a n c e  w i t h

a d e v e l o p m e n t  a n d  p r o d u c t i o n  p l a n  a p p r o v e d  b y  the c o m m i s s i o n . j
I

Sec. 31. 10 . 1 4 0 .  C O N F I D E N T I A L  R E P O R T S . (a) F o r  al l w e l l s  f o r  |

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

J a n u a r y  3, 1959, t he c o m m i s s i o n  m a y  r e q u i r e  i

(1) the m a k i n g  a n d  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  r e p o r t s ,

w e l l  l o g s , d r i l l i n g  l o g s , e l e c t r i c  l o g s , l i t h o l o g i c  l o g s , d i r e c t i o n a l'
s u r v e y s , a n d  all o t h e r  s u b s u r f a c e  i n f o r m a t i o n  o n  a w e l l  d r i l l e d  for  o il 

or g a s , o r  for  the d i s c o v e r y  of  oi l or g a s , or for  g e o l o g i c  i n f o r m a t i o n ;  

a n d

(2) the f i l i n g  o f  all l o g s , e x c e p t  e x p e r i m e n t a l  l o g s , dip- 

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) o f  thi s s u b s e cti on .

(b) 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  u n d e r  ( a ) (1) a n d  (2) o f  this 

s e c t i o n  s h a l l  b e  f i l e d  w i t h i n  30 days a f t e r  t he  c o m p l e t i o n ,  a b a n d o n m e n t ,
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or s u s p e n s i o n  o f  a w e l l .  H o w e v e r , u n d e r  ( a ) (1) o f  t his s ec tio n,  the 

c o m m i s s i o n  m a y  n o t  r e q u i r e  t h e  m a k i n g  o f  a lo g on  a w e l l  c o m p l e t e d ,  

a b a n d o n e d  o r  s u s p e n d e d  b e f o r e  J u n e  19, 1970.

(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  m a r k e d  c o n f i d e n t i a l  b y  the  o p e r a­

tor s h a l l  b e  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  t h e  o w n e r  o f  t h e  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 a n  e a r l i e r  date. W e l l  lo c a t i o n ,  depth, 

s t a t u s  a n d  p r o d u c t i o n  d a 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  th e c o m­

m i s s i o n  to b e  f i l e d  a f t e r  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  s h a l l  n o t  b e  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  d a t a " , as u s e d  i n  this s u 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  gas-  

o i l  r a t i o  o f  a l l  p r o d u c t i o n  o f  o i l  or  gas a f t e r  t h e  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. 3 1 . 1 0 . 1 5 0 .  R E G U L A T I O N S  O F  T H E  C O M M I S S I O N .  T h e  a d o p t i o n  of  

r e g u l a t i o n s  a n d  the  i s s u a n c e  of  o r d e r s  of  the c o m m i s s i o n  s h a l l  b e  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 ).

Sec. 3 1 . 1 0 . 1 6 0 .  P E R M I T S  A N D  F E E S  TO  D R I L L  W E L L S .  A  p e r s o n  d e s i r­

ing  to d r i l l  a w e l l  in s e a r c h  o f  o i l  o r  g a s , or  to f a c i l i t a t e  th e p r o­

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

f o r m  p r e s c r i b e d  b y  th e c o m m i s s i o n  a n d  s h a l l  p a y  a f e e  o f  $1 0 0  for a 

p e r m i t  f o r  e a c h  w e l l  s o u g h t  to b e  d r i l l e d .  U p o n  r e c e i p t  o f  n o t i f i c a t i o n  

a n d  fee, t he  c o m m i s s i o n  s h a l l  p r o m p t l y  i s s u e  a p e r m i t  to d r i l l , u n l e s s  

t h e  d r i l l i n g  o f  the  w e l l  is c o n t r a r y  to l a w  or a r e g u l a t i o n  o r  o r d e r  of 

the c o m m i s s i o n ,  o r  u n l e s s  t h e  p e r s o n  is in v i o l a t i o n  o f  a c o m m i s s i o n  

r e g u l a t i o n ,  o r d e r  o r  s t i p u l a t i o n  p e r t a i n i n g  to d r i l l i n g ,  p l u g g i n g  or 

a b a n d o n m e n t  of  a  w e l l ,  o r  if t h e  d r i l l i n g  o f  the  w e l l  is n o t  in  a c c o r­

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

a n d  t h e  t a r g e t  o f  the  w e l l  is a p o o l  o r  f o r m a t i o n  r e g a r d i n g  w h i c h  the  

c o m m i s s i o n  h a s  r e q u i r e d  t h e  s u b m i s s i o n  o f  a p l a n  in  a c c o r d a n c e  w i t h  sec.
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1 3 0 (g) o f  this  c ha pter. T h e  d r i l l i n g  o f  a w e l l  is p r o h i b i t e d  u n t i l  a 

p e r m i t  to d r i l l  is o b t a i n e d  in a c c o r d a n c e  w i t h  this c h a p t e r .

Sec. 3 1 . 1 0 . 1 7 0 .  E S T A B L I S H M E N T  O F  D R I L L I N G  U N I T S  F O R  P O O L S . (a)

F o r  the m a x i m i z a t i o n  o f  r e c o v e r y ,  to p r o t e c t  a n d  e n f o r c e  t he  c o r r e l a t i v e  

ri g h t s  o f  l e s s e e s  in a pool, a n d  to a v o i d  the r e d u c e d  r e c o v e r y  w h i c h  

m i g h t  r e s u l t  f r o m  too s m a l l  a n u m b e r  o f  w e l l s ,  the c o m m i s s i o n  shall, 

a f t e r  a h e a r i n g , e s t a b l i s h  a d r i l l i n g  u n i t  or  u n i t s  f o r  e a c h  p o o l . T h e

e s t a b l i s h m e n t  o f  a u n i t  for gas s h a l l  b e  l i m i t e d  to t h e  p r o d u c t i o n  o f

gas.

(b) E a c h  w e l l  d r i l l e d  o n  a d r i l l i n g  u n i t  s h a l l  b e  d r i l l e d  u n d e r  

r e g u l a t i o n s  a n d  in a c c o r d a n c e  w i t h  the s p a c i n g  p a t t e r n  as t h e  c o m m i s s i o n  

p r e s c r i b e s  for the  p o o l  in w h i c h  the  w e l l  is lo cated. E x c e p t i o n s  to th e 

r e g u l a t i o n s  a n d  s p a c i n g  p a t t e r n  m a y  b e  g r a n t e d  w h e r e  it is shown, a f t e r  

n o t i c e  a n d  h e a r i n g , th a t  the u n i t  is p a r t l y  o u t s i d e  t h e  p o o l , o r  fo r 

som e o t h e r  r e a s o n  a w e l l  so l o c a t e d  o n  the u n i t  w o u l d  b e  n o n p r o d u c t i v e , 

or t o p o g r a p h i c a l  c o n d i t i o n s  a r e  s uc h  as to m a k e  th e d r i l l i n g  at s u c h  a

l o c a t i o n  u n d u l y  b u r d e n s o m e .  If an e x c e p t i o n  is gra nt e d ,  the c o m m i s s i o n

sh al l t ak e  s u c h  a c t i o n  as w i l l  o f f s e t  a n y  a d v a n t a g e  w h i c h  the p e r s o n  

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

d r i l l i n g  o f  t h e  w e l l  as a n  e x c e p t i o n ,  a n d  so t hat d r a i n a g e  f r o m  d e­

v e l o p e d  u n i t s  to the t r a c t  w i t h  r e s p e c t  to w h i c h  the e x c e p t i o n  is 

g r a n t e d  w i l l  b e  p r e v e n t e d  or m i n i m i z e d ,  a n d  the p r o d u c e r  of  th e w e l l  

d r i l l e d  as a n  e x c e p t i o n  w i l l  b e  a l l o w e d  to p r o d u c e  n o  m o r e  t h a n  a j u s t  

a n d  e q u i t a b l e  s h a r e  o f  the  o i l  a n d  gas in th e p o o l .

(c) W h e n  two or m o r e  s e p a r a t e l y  o w n e d  t ra c t s  o f  l a n d  ar e e m b r a c e d  

w i t h i n  a n  e s t a b l i s h e d  d r i l l i n g  unit, p e r s o n s  o w n i n g  t h e  d r i l l i n g  r i g h t s  

in it a n d  t he  r i g h t  to s h a r e  i n  th e p r o d u c t i o n  f r o m  it m a y  a g r e e  to p o o l  

t h e i r  i n t e r e s t s  a n d  d e v e l o p  t h e i r  l a n d  as a d r i l l i n g  u n i t . If t he  

pe r s o n s  do n o t  a g r e e  to p o o l  t h e i r  i n t e r e s t s , the  c o m m i s s i o n  m a y  e n t e r
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a n  o r d e r  p o o l i n g  a n d  i n t e g r a t i n g  t h e i r  i n t e r e s t s  for th e d e v e l o p m e n t  o f  

t h e i r  l a n d  as a d r i l l i n g  u n i t  f o r  the m a x i m i z a t i o n  of  re c o v e r y ,  for t he

p r o t e c t i o n  o f  c o r r e l a t i v e  righ ts , or  to a v o i d  t h e  d r i l l i n g  of  u n n e c e s­

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

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

t h e  o w n e r  o f  e a c h  t r a c t  t h e  o p p o r t u n i t y  to r e c o v e r  or  r e c e i v e  h is  j u s t  

a n d  e q u i t a b l e  s h a r e  o f  t h e  o i l  a n d  gas in  t h e  p o o l  w i t h o u t  u n n e c e s s a r y  

e x p e n s e .  O p e r a t i o n s  i n c i d e n t  to th e d r i l l i n g  o f  a w e l l  u p o n  a p o r t i o n  

o f  a u n i t  c o v e r e d  b y  a p o o l i n g  o r d e r  sh al l b e  c o n s i d e r e d  for a l l  p u r­

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

t r a c t  in t h e  u n i t  b y  t h e  s e v e r a l  l e s s e e s  o f  it. T h e  p o r t i o n  o f  the 

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

u n i t  f o r m e d  b y  a p o o l i n g  o r d e r  shall, w h e n  p r o d u c e d ,  b e  c o n s i d e r e d  as if 

it h a d  b e e n  p r o d u c e d  f r o m  t h e  t r a c t  b y  a w e l l  d r i l l e d  o n  it. If p o o l i n g  

is e f f e c t u a t e d ,  t h e  c o s t  o f  d e v e l o p m e n t  a n d  o p e r a t i o n  of  t h e  p o o l e d  u n i t  

c h a r g e a b l e  b y  t h e  o p e r a t o r  to t h e  o t h e r  i n t e r e s t e d  l e s s e e  is l i m i t e d  to 

t h e  a c t u a l  a n d  r e a s o n a b l e  e x p e n d i t u r e s  f o r  th i s  pu rp o s e ,  i n c l u d i n g  a 

r e a s o n a b l e  c h a r g e  f o r  s u p e r v i s i o n .  A s  to l e s s e e s  w h o  r e f u s e  to a g r e e  

u p o n  p o o l i n g ,  t h e  o r d e r  s h a l l  p r o v i d e  f o r  r e i m b u r s e m e n t  f or c ost s

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

u n i t  b e l o n g i n g  to s u c h  less ee . In the  e v e n t  o f  a d i s p u t e  r e l a t i v e  to 

t h e  costs, t h e  c o m m i s s i o n  s h a l l  d e t e r m i n e  t h e  p r o p e r  c o s t s  u p o n  n o t i c e  

to al l i n t e r e s t e d  p a r t i e s  a n d  h e a r i n g .  A p p e a l s  m a y  b e  t a k e n  f r o m  the 

d e t e r m i n a t i o n  as f r o m  a n y  o t h e r  o r d e r  o f  th e c o m m i s s i o n .  If a l e s s e e  

d r i l l s  a n d  o p e r a t e s , o r  p a y s  th e e x p e n s e  o f  d r i l l i n g  a n d  o p e r a t i n g  the 

w e l l  for t h e  b e n e f i t  o f  o t h e r s , t h e n  in a d d i t i o n  to a n y  o t h e r  r i g h t  

c o n f e r r e d  b y  t h e  p o o l i n g  o r d e r , t h e  l e s s e e  d r i l l i n g  or o p e r a t i n g  h a s  a 

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

o f  e a c h  o f  t h e  o t h e r  l e s s e e s  f o r  t h e  p a y m e n t  o f  his  p r o p o r t i o n a t e  s har e
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|

!

o f  s u c h  e x p e n s e s . A l l  t h e  oil  a n d  gas s u b j e c t  to the lien, or  so m u c h  

of  t h e  oil. a n d  gas s u b j e c t  to the  l i e n  as is n e c e s s a r y  s h a l l  be  m a r k e t e d  ]
a
1

a n d  so l d  b y  t he  c r e d it or,  a n d  the p r o c e e d s  a p p l i e d  in p a y m e n t  o f  the  i

e x p e n s e s  s e c u r e d  b y  t he  lien, w i t h  t h e  b a l a n c e ,  if any, p a y a b l e  to th e j

debtor. I
I|

(d) T h e  c o m m i s s i o n  shall, in al l  i n s t a n c e s  w h e r e  a u n i t  has  b e e n  i

f o r m e d  ou t o f  l a n d  or  a r e a s  o f  m o r e  t h a n  o n e  o w n e r s h i p , r e q u i r e  the 

o p e rat or , u p o n  r e q u e s t  o f  a l e s s e e , b u t  s u b j e c t  to the r i g h t  o f  t h e 

o p e r a t o r  to m a r k e t  p r o d u c t i o n  a n d  c o l l e c t  t he  p r o c e e d s  w i t h  r e s p e c t  to a j

l e s s e e  in d e f a u l t , as p r o v i d e d  in (c) of  th i s  section, to d e l i v e r  to the  j

l e s s e e  o r  hi s  a s s i g n s  his  p r o p o r t i o n a t e  s h a r e  o f  the  p r o d u c t i o n  f r o m  the 

w e l l  c o m m o n  to th e d r i l l i n g  u n i t . T h e  l e s s e e  r e c e i v i n g  h i s  s h a r e  sha ll

p r o v i d e  at h i s  o w n  e x p e n s e  p r o p e r  r e c e p t a c l e s  for  t he  r e c e i p t  a n d

st o r a g e  o f  i t .

(e) If p e r s o n s  o w n i n g  t h e  d r i l l i n g  o r  o t h e r  r i g h t s  i n  s e p a r a t e  

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

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

sion is w i t h o u t  a u t h o r i t y  to r e q u i r e  p o o l i n g  as p r o v i d e d  b y  this s ec- j 

tion, then, s u b j e c t  to all  o t h e r  a p p l i c a b l e  p r o v i s i o n s  o f  this  c h a p t e r , 

the l e s s e e  o f  e a c h  t r a c t  e m b r a c e d  w i t h i n  th e d r i l l i n g  u n i t  m a y  d r i l l  on 

his  t r a c t , b u t  the  a l l o w a b l e  p r o d u c t i o n  f r o m  t h e  t r a c t  s h a l l  b e  the 

p r o p o r t i o n  of  the a l l o w a b l e  p r o d u c t i o n  for t h e  full d r i l l i n g  u n i t  as the 

a r e a  of th e  s e p a r a t e l y  o w n e d  t r a c t  b e a r s  to t h e  full d r i l l i n g  unit.

Sec. 3 1. 10 . 1 8 0 .  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  P O O L S  A N D  

I N T E G R A T I O N  O F  I N T E R E S T S  B Y  A G R E E M E N T . (a) To  m a x i m i z e , o r  to a s s i s t

in m a x i m i z i n g  r e c o v e r y , a n d  to p r o t e c t  t h e  c o r r e l a t i v e  r i g h t s  o f  p e r s o n s  

o w n i n g  i n t e r e s t s  in t h e  tra ct s o f  l a n d  a f f e c t e d ,  t h e s e  p e r s o n s  m a y  

v a l i d l y  i n t e g r a t e  t h e i r  i n t e r e s t s  to p r o v i d e  for  the u n i t i z e d  m a n a g e­

m e n t  , 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  s u c h  t r a c t s  o f  l a n d  as a u n i t .
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Wh er e ,  h o w e v e r ,  t h e y  h a v e  n o t  a g r e e d  to i n t e g r a t e  t h e i r  i n t e r e s t s ,  the 

c o m m i s s i o n ,  u p o n  p r o p e r  p e t i t i o n  o r  o n  its o w n  m o t i o n ,  a f t e r  n o t i c e  a n d  

h e a r i n g ,  h a s  j u r i s d i c t i o n ,  p o w e r  a n d  a u t h o r i t y , a n d  it is its d u t y  to 

m a k e  a n d  e n f o r c e  o r d e r s  a n d  do t h e  t h i n g s  n e c e s s a r y  o r  p r o p e r  to c a r r y  

out  the  p u r p o s e s  o f  th i s  se ction.

(b) If  u p o n  t h e  f i l i n g  o f  a p e t i t i o n  b y  a p e r s o n  o w n i n g  a n  i n­

t e r e s t  in t h e  t r a c t s  a f f e c t e d ,  o r  o n  t he  c o m m i s s i o n ' s  o w n  m o t i o n , a n d  

a f t e r  n o t i c e  a n d  h e a r i n g ,  al l in t h e  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  i n  th i s  s ec ti on , th e c o m­

m i s s i o n  f i n d s  t h 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  o f  a p o o l  o r  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  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 , 

o r  a n y  c o m b i n a t i o n  o f  these, o r  a n y  o t h e r  f o r m  o f  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  o i l  a n d  gas 

f r o m  the  p o o l ; (2) o n e  or  m o r e  o f  th e u n i t i z e d  m e t h o d s  o f  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  o r  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  m a x i m i z e  

r e c o v e r y ; a n d  (3) t he  u n i t i z a t i o n  a n d  a d o p t i o n  o f  o n e  o r  m o r e  o f  the 

u n i t i z e d  m e t h o d s  o f  o p e r a t i o n  is f or  th e c o m m o n  good, it s h a l l  m a k e  a 

f i n d i n g  to 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  the  u n i t  a n d  p r o v i d i n g  

fo r t h e  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  or  p o r t i o n  o f  it 

d e s c r i b e d  in t h e  o r d e r ,  u p o n  t h e  t er ms  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 b e  f a i r , 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

sa r y  or  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  th 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  t h e  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  

o w n e r , o w n e r s  o f  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 , 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 h e r s , as w e l l  as t he l e s s e e s . 

T h e  p e t i t i o n  o r  m o 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  o f  the  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 a t t a c h e d ,  s h a l l  a l l e g e  the  e x i s t e n c e  o f
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th e f ac ts r e q u i r e d  to b e  f o u n d  b y  the c o m m i s s i o n  as p r o v i d e d  in this 

s u b s e c t i o n  a n d  s h a l 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  o f  u n i t i z a­

ti 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  o r  

t h e  c o m m i s s i o n  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 .

(c) T h e  o r d e r  o f  th e  c o m m i s s i o n  m a y  d e f i n e  th e  b o u n d a r y  o f  t h e  

a r e a  to b e  i n c l u d e d  w i t h i n  t h e  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 e t a i l  the  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 it. 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  l i m i t e d  to all  or  a p o r t i o n  o f  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  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 f  

o i l  a n d  gas b y  a c t u a l  d r i l l i n g  o p e r a t i o n s  m a y  be 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 t h a n  t h e  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  th e e v i d e n c e  t ha 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  th e u n i t  a r e a  is o f  a siz e a n d  s h a p e  as m a y  be  r e a s o n­

a b l y  r e q u i r e d  for th e 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  the 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  f o r  w h i c h  the u n i t  is c r e a t ed ,  a n d  t hat the c o n d u c t  

o f  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  th e r e m a i n d e r  of  th e 

p o o l . The. p l a n  o f  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  s h al 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  o f  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  th e f acts 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  terms, 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  th e c o m m i s s i o n  to b e  r e a s o n a b l y  n e c e s s a r y  o r  p r o p e r  to c a r r y  o u t  t h e  

p u r p o s e  o f  this cha pter, a n d  s u b j e c t  to t he  f u r t h e r  r e q u i r e m e n t s  of  this 

section, e a c h  p l a n  o f  u n i t i z a t i 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) t h e  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  o f  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  t h e  u n i t  a r e a  for the  r e c o v e r y  of  

o i l  a n d  gas f r o m  th e p o o l  a f f e c t e d ;  u n d e r  s u c h  a p l a n  t h e  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  i n  w h o l e  o r  i n  p a r t  b y  t he  

u n i t  itself, or b y  o n e  o r  m o r e  o f  the l e s s e e s  w i t h i n  t h e  u n i t  a r e a  as 
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t h e  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  the 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  o r  e x p e d i e n t ;  t h e  d e s i g n a t i o n  of  

th 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  the  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  i n  th e 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  c o m m i s s i o n ;

(2) t h e  d i v i s i o n  o f  i n t e r e s t  o r  f o r m u l a  fo r 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 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  t he 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  t h e  p r o d u c t i o n  f r o m  

su 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  re ce i v e ,  in ste a d ,  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  t h e  u n 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  o f  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

ab 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  fo r o i l  a n d  ga s 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 l i k e  v a l u e s  o f  o t h e r  t r a 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  o f  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 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  o f  o i l  a n d  gas in t h e  

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  t h e  t ra ct  

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  o f  t h e s e  fa ct o r s ,  o r  su 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 t i o n "  as t ha t  t e r m  

is u s e d  in th i s  c h a p t e r  m e a n s  a l 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  t h e  e f f e c t i v e  d at e  o f  t h e  o r d e r  o f  t h e  c o m m i s s i o n  c r e a t i n g  the u n i t  

r e g a r d l e s s  o f  t h e  w e l l  o r  t r a c t  w i t h i n  t h e  u n i t  a r e a  f r o m  w h i c h  t he  same 

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  th e f u r t h e r  d e v e l o p m e n t  I 

a n d  o p e r a t i o n  o f  t h 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  b a s i s , 

t e r m s  a n d  c o n d i t i o n s  o n  w h i c h  t h e  co s t  a n d  e x p e n s e  of  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

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
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ch a r g e s  a n d  c r e d i t s  i n c i d e n t  to su c h  o p e r a t i o n s ; u p o n  t er ms 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 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  s h a l l  be  m a d e  in t h e  p l a n  o f  u n i t i z a t i o n  for 

c a r r y i n g  o r  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  j 

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 unit; j
tilns p'jroc3 d'Liirs hiid. "b si si.s u p o n  xdh.icb vjsX L s , scjmLpmsnt snd. 

o t h e r  p r o p e r t i e s  of  th e s e v e r a l  l e s s e e s  w i t h i n  the  u n i t  a r e a  are  to be 

t a k e n  o v e r  a n d  u s e d  f o r  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  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  t h e  i n v e s t m e n t  o f  t he  s e v e r a l  l e s s e e s  in t he  p r o j e c t  

as o f  t he  e f f e c t i v e  d a t e  o f  u n i t  o p e r a t i o n ;

(5) the c r e a t i o n  o f  a n  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  j 

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  o f  the. u n i t  a n d  t h e  c o n d u c t  o f  its 

b u s i n e s s  a n d  a f f a i r s  a n d  t h e  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  

t h e  c r e a t i o n  o r  d e s i g n a t i o n  o f  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  o f  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  j 

n e c e s s a r y , 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  t h e  u n i t , 

d e f i n i n g  the p o w e r s  a n d  d u t 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  t h e  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 t i 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  th e 

m e t h o d  b y  w h i c h  t he  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.

(d) N o  o r d e r  o f  the  c o m m i s s i o n  c r e a t i n g  a u n i t  a n d  p r e s c r i b i n g  th e 

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 it b e c o m e s  e f f e c t i v e  u n t i l  th e  p l a n  o f  

u n i t i z a t i o n  ha s  b e e n  s i g n e d  o r  r a t i f i e d  in w r i t i n g ,  o r  a p p r o v e d  b y  th e 

l e s s e e s  o f  r e c o r d  o f  n o t  less t h a n  62.5 p e r  ce n t  o f  th e u n i t  a r e a  

a f f e c t e d  b y  it a n d  b y  the o w n e r s  o f  r e c o r d  o f  n o t  less t h a n  62.5 p e r  
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ce n t  ( e x c l u s i v e  o f  r o y a l t y  i n t e r e s t s  o w n e d  b y  l e s s e e s  o r  b y  s u b s i d i a r i e s  

o f  a n y  l e s se e) o f  t h e  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 s  in a n d  to t he u n i t  

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

the  u n i t  o r  in a s u p p l e m e n t a l  o r d e r  t h a t  th e p l a n  o f  u n i t i z a t i o n  has 

b e e n  so sign ed , r a t i f i e d  o r  a p p r o v e d  b y  l e s s e e s  a n d  r o y a l t y  o w n e r s  

o w n i n g  th e r e q u i r e d  p e r c e n t a g e  i n t e r e s t  in  a n d  to the  u n i t  area. W h e r e  

the  p l a n  o f  u n i t i z a t i o n  h a s  n o t  b e e n  sign ed , r a t i f i e d  or  a p p r o v e d  b y  the 

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

a n d  to t h e  u n i t  a r e a  at t he ti m e  t h e  o r d e r  c r e a t i n g  the u n i t  is made, 

th e c o m m i s s i o n  shall, u p o n  p e t i t i o n  a n d  n o t i c e ,  h o l d  a d d i t i o n a l  and 

s u p p l e m e n t a l  h e a r i n g s  as m a y  b e  r e q u e s t e d  o r  r e q u i r e d  to d e t e r m i n e  if 

a n d  w h e n  t h e  p l a n  o f  u n i t i z a t i o n  h a s  b e e n  signed, r a t i f i e d  or  a p p r o v e d  

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

a n d  to the  u n i t  a r e a  a n d  shall, in r e s p e c t  to th e h e a r i n g ,  m a k e  a n d  

e n t e r  a f i n d i n g  o f  its d e t e r m i n a t i o n  i n  t his rega rd.  If the  l e s s e e s  and  

r o y a l t y  o w n e r s ,  o r  ei t h e r ,  o w n i n g  t h e  r e q u i r e d  p e r c e n t a g e  i n t e r e s t  in 

a n d  to t h e  u n i t  a r e a  h a v e  n o t  signe d,  r a t i f i e d  or  a p p r o v e d  t h e  p l a n  o f  

u n i t i z a t i o n  w i t h i n  a p e r i o d  o f  s i x  m o n t h s  f r o m  th e d a t e  o n  w h i c h  the 

o r d e r  c r e a t i n g  t h e  u n i t  is m ade, t h e  o r d e r  c r e a t i n g  th e u n i t  cea s e s  to 

b e  o f  f u r t h e r  f o r c e  a n d  e f f e c t  a n d  s h a l l  b e  r e v o k e d  b y  the  co m m i s s i o n .  

R e v o c a t i o n  does  n o t  l i m i t  the  c o m m i s s i o n ' s  a u t h o r i t y  u n d e r  sec. 130 o f  

this ch ap te r.

(e) F r o m  t h e  e f f e c t i v e  da t e  o f  a n  o r d e r  of t h e  c o m m i s s i o n  c r e a t i n g  

a u n i t  a n d  p r e s c r i b i n g  t h e  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 it, the 

o p e r a t i o n  o f  a w e l l  p r o d u c i n g  f r o m  t h e  p o o l  or  p o r t i o n  o f  it w i t h i n  the 

u n i t  a r e a  d e f i n e d  i n  the  o r d e r  b y  p e r s o n s  o t h e r  t h a n  t h e  u n i t  or  p e r s o n s  

a c t i n g  u n d e r  its a u t h o r i t y  o r  e x c e p t  in t h e  m a n n e r  a n d  to th e e x t e n t  

p r o v i d e d  in t h e  p l a n  o f  u n i t i z a t i o n  is u n l a w f u l  a n d  is p r o h i b i t e d .

(f) T h e  o b l i g a t i o n  o r  l i a b i l i t y  o f  t h e  l e s s e e s  o r  o t h e r  o w n e r s  o f

-15- SB 503



1

2

J

4

5

6

7

8

9

10

11

12

13

14

1 !j

16

17

18

19

20

21

22

23

24

25

26

27

28

29

p a y m e n t  o f  u n i t  e x p e n s e  sh al l at all t im es  b e  s e v e r a l  a n d  n o t  j o i n t  or

c o l l e c t i v e  a n d  in n o  e v e n t  s h al l a l e s s e e  or  o t h e r  o w n e r  of  th e o i l  a n d  

gas r i g h t s  in the s e p a r a t e l y  o w n e d  t r a c t  b e  c h a r g e a b l e  w it h,  o b l i g a t e d  

o r  liable, d i r e c t l y  o r  i n d i r e c t l y ,  for  m o r e  t h a n  th e a m o u n t  a p p o r t i o n e d ,  

a s s e s s e d  or  o t h e r w i s e  c h a r g e d  to his i n t e r e s t  in s u c h  s e p a r a t e l y  o w n e d  

t r a c t  u n d e r  t he  p l a n  o f  u n i t i z a t i o n  a n d  t h e n  o n l y  to t h e  e x t e n t  o f  t he  

l i e n  p r o v i d e d  for  in this chapter.

(g) 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 

the p l a n  o f  u n i t i z a t i o n , the  u n i t  has  a f i r s t  a n d  p r i o r  l i e n  u p o n  the 

l e a s e h o l d  e s t a t e  a n d  a ll  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  o f  a l a n d­

ow n e r s  1 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  t r a c t , t h e

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

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

!
t r a c t . T h e  i n t e r e s t  o f  th e 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  l e a s e , con-  j 

t r a c t  o r  o t h e r w i s e  a re  o b l i g a t e d  o r  r e s p o n s i b l e  fo r t h e  c os t  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 o i l  a n d  gas in 

the a b s e n c e  o f  u n i t i z a t i o n  s h a l l , 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  f or  u n i t  e x p e n s e  m a d e  a g a i n s t  the t r a c t  j 

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 , oi l a n d  gas  p a y m e n t s ,  or 

o t h e r  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  c o s t s , 

o n l y  in th e e v e n t  th e 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  fails to 

p a y  t he  a s s e s s m e n t  o f  th e 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 , o r  p r o d u c -  jj 

tio n  is i n s u f f i c i e n t  for  that pu rp 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 r e s t , o v e r r i d i n g  roy alty, o i l  or  gas pa ym e n t ,  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  th e 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  t h e  a m o u n t  o f  an  a s s e s s m e n t  fo r u n i t  e x p e n s e  J 

for the p u r p o s e  o f  p r o t e c t i n g  s u c h  int er est , or  th e a m o u n t  o f  the 
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a s s e s s m e n t  in w h o l e  or in p a r t  is d e d u c t e d  f r o m  t he  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 est , the o w n e r  of  it is to the e x t e n t  of  the 

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 al l th e r i g h t s  o f  th e u n i t  w i t h  

r e s p e c t  to t h e  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  f or the  

a s s e s s m e n t .  A  p a r t  o f  th e 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, 

or  t h e  p r o c e e d s  o f  it p a i d  to, t he  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  fr e e  o f  a n y  l i e n  f o r  it.

(h) P r o p e r t y  r i gh ts , leases, c o n t r a c t s  a n d  all o t h e r  r i g h t s  a n d  

o b l i g a t i o n s  s h a l l  b e  r e g a r d e d  as a m e n d e d  a n d  m o d i f i e d  to the  e x t e n t  

n e c e s s a r y  to c o n f o r m  to the  p r o v i s i o n s  a n d  r e q u i r e m e n t s  o f  thi s c h a p t e r  

a n d  to a n y  v a l i d  a n d  a p p l i c a b l e  p l a n  o f  u n i t i z a t i o n  o r  o r d e r  o f  the 

c o m m i s s i o n  m a d e  a n d  a d o p t e d  u n d e r  this c ha pt er , b u t  o t h e r w i s e  r e m a i n  in 

effect. No  u n i t  m a y  p e r m i t  th e u n d e r l i f t i n g  or  o v e r l i f t i n g  o f  a n  a l i­

qu o t  o f  u n i t  p r o d u c t i o n  u n l e s s  a n  e m e r g e n c y  o r d e r  is a p p r o v e d  b y  the 

co m m i s s i o n .

(i) N o t h i n g  c o n t a i n e d  in t h i s  c h a p t e r  s h a l l  be  c o n s t r u e d  to r e­

qu i r e  a t r a n s f e r  to o r  v e s t i n g  in  the  u n i t  o f  t i t l e  to t h e  s e p a r a t e l y

o w n e d  t r a c t s  o r  l e a s e s  o n  t h e m  w i t h i n  the  u n i t  area, o t h e r  t h a n  the

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

u n i t i z a t i o n ; n o r  s h a l l  t h e  u n i t  b e  r e g a r d e d  as o w n i n g  t he u n i t  p r o d u c­

tion. T h e  u n i t  p r o d u c t i o n  a n d  t h e  p r o c e e d s  f r o m  t h e  sale  o f  it s hall b e  

o w n e d  b y  the  s e v e r a l  p e r s o n s  to w h o m  it is a l l o c a t e d  u n d e r  t he p l a n  of 

u n i t i z a t i o n .  A l l  p r o p e r t y ,  w h e t h e r  r e a l  or  p e r s o n a l , w h i c h  t h e  u n i t  m a y  

in a n y  w a y  a c q u i r e , h o l d  o r  p o s s e s s ,  s h a l l  n o t  b e  ac q u i r e d ,  h e l d  or 

p o s s e s s e d  b y  t h e  u n i t  fo r its o w n  a c c o u n t  b u t  s h a l l  be  ac q u i r e d ,  h e l d

an d p o s s e s s e d  b y  th e u n i t  for t h e  a c c o u n t  a n d  as a g e n t  o f  th e s e ve ra l

l e s s e e s  a n d  s h a l l  b e  t h e  p r o p e r t y  o f  the. l e s s e e s  as t h e i r  i n t e r e s t s  j

a p p e a r  u n d e r  t h e  p l a n  o f  u n i t i z a t i o n ,  s u b j e c t , h o w e v e r , to t he  r i g h t  of
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the u n i t  to the p o s s e s s i o n ,  m a n a g e m e n t , u s e  or  d i s p o s a l  o f  th e s am e  in 

th e p r o p e r  c o n d u c t  of  its a f f a i r s , a n d  s u b j e c t  to a n y  l i e n  the u n i t  m a y  

h a v e  o n  it to se cu r e  th e p a y m e n t  o f  u n i t  e xp e n s e .  N e i t h e r  th e u n i t  

p r o d u c t i o n  o r  p r o c e e d s  o f  the sale  o f  i t , n o r  the  o t h e r  r e c e i p t s  s h al l 

be  t re at ed,  re g a r d e d ,  o r  t a x e d  as i n c o m e  o r  p r o f i t s  o f  t h e  u n i t ; b u t  

in stead, all s uc h  r e c e i p t s  shall b e  t he  i n c o m e  of the  s e v e r a l  p e r s o n s  to 

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

tion. To t he  e x t e n t  th e u n i t  m a y  r e c e i v e  o r  d i s b u r s e  t he r e c e i p t s  it 

sh al l o n l y  do so as a c o m m o n  a d m i n i s t r a t i v e  a g e n t  o f  th e p e r s o n s  to w h o m  j 

the r e c e i p t s  a r e  p a y a b l e .

(j) T h e  a m o u n t  o f  th e 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  w i t h i n  the u n i t , a n d  o n l y  t hat a m o u n t , r e g a r d l e s s  of  the ]

w e l l  or  w e l l s  in the u n i t  a r e a  f r o m  w h i c h  it m a y  b e  p r o d u c e d  a n d  r e g a r d -  j

less o f  w h e t h e r  it is m o r e  or  less t h a n  t h e  a m o u n t  o f  t he p r o d u c t i o n  j 

f r o m  the  w e l l  o r  w e l l s , if any, o n  a n y  s u c h  s e p a r a t e l y  o w n e d  t r a c t ,

shall for  all i n t e n t s , us e s  a n d  p u r p o s e s  b e  r e g a r d e d  a n d  c o n s i d e r e d  as

p r o d u c t i o n  f r o m  the s e p a r a t e l y  o w n e d  t r a c t , and, e x c e p t  as m a y  b e  

o t h e r w i s e  a u t h o r i z e d  in t his c ha pt er,  or  in  th e p l a n  o f  u n i t i z a t i o n  

a p p r o v e d  b y  th e c o m m i ss io n,  shall b e  d i s t r i b u t e d  sxnou.g or tins p r o c e e d s  

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

s e p a r a t e l y  o w n e d  t r ac t in th e s ame m a n n e r , in t he same p r o p o r t i o n s , a n d  

u p o n  t he  sam e c o n d i t i o n  t hat t h e y  w o u l d  h a v e  p a r t i c i p a t e d  a n d  s h a r e d  in
i

the p r o d u c t i o n  o r  p r o c e e d s  o f  it 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  h a d  J

n o t  the  u n i t  b e e n  o r g a n i z e d , a n d  w i t h  t h e  s ame l e g a l  e f f e c t . If a d e­

qua t e  p r o v i s i o n s  are  m a d e  fo r the r e c e i p t  o f  it, the 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 all  b e  d e l i v e r e d  

in k i n d  to the  p e r s o n s  e n t i t l e d  to it b y  v i r t u e  o f  o w n e r s h i p  o f  o il  a n d

gas r i g h t s  in it o r  b y  p u r c h a s e  f r o m  the o w n e r s  subj ect to th e r i g h t s  of

the u n i t  to w i t h h o l d  a n d  sell t h e  sa m e  i n  p a y m e n t  o f  u n i t  e x p e n s e  u n d e r
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s u c h  p o r t i o n s  o f  t h e  gas f o r  o p e r a t i n g  p u r p o s e s  as m a y  b e  p r o v i d e d  in

t h e  p l a n  of  u n i t i z a t i o n .

(k) N o  a g r e e m e n t  o r  p l a n  for  t h e  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  a 

f i e l d  o r  p o o l  o f  o i l  o r  ga s as a unit, if a p p r o v e d  b y  t h e  c o m m i s s i o n  for 

t h e  p u r p o s e  o f  m a x i m i z i n g  r e c o v e r y ,  v i o l a t e s  a s t a t u t e  o f  the s ta te  

p r o h i b i t i n g  m o n o p o l i e s  o r  acts, a r r a n g e m e n t s ,  a g r e e m e n t s ,  c o n t r a c t s ,  

c o m b i n a t i o n s  o r  c o n s p i r a c i e s  in  r e s t r a i n t  o f  t r a d e  o r  c o m me rc e.

(1) O p e r a t i o n s  c a r r i e d  o n  u n d e r  a n d  in a c c o r d a n c e  w i t h  t h e  p l a n  of  

u n i t i z a t i o n  s h a l l  b e  r e g a r d e d  a n d  c o n s i d e r e d  as a f u l f i l l m e n t  o f  a 

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

o r  im pl i e d ,  o f  th e s e v e r a l  o i l  a n d  gas l e a s e s  u p o n  l a n d  i n c l u d e d  w i t h i n  

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

i n s o f a r  as th e l e a s e s  o r  o t h e r  c o n t r a c t s  m a y  r e l a t e  to t h e  p o o l  or 

p o r t i o n  o f  it i n c l u d e d  in t h e  u n i t  area. W e l l s  d r i l l e d  o r  o p e r a t e d  o n  

a n y  p a r t  o f  t h e  u n i t  a r e a  n o  m a t t e r  w h e r e  l o c a t e d  s h a l l  for all p u r p o s e s

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

u n i t  a r e a .

(m) N o t h i n g  in th i s  s e c t i o n  o r  i n  a n y  p l a n  o f  u n i t i z a t i o n  shall be 

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

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

u n i t  a r e a  o f  a unit.

(n) T h e  u n i t  a r e a  o f  a u n i t  m a y  be  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  t h e  s a m e  p ool , 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  unit, a n d  

a n e w  u n i t  c r e a t e d  fo r 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  o f  t h e  e n l a r g e d  u n i t  area, o r  th e p l a n  o f  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 m e n d e d ,  al l i n  t h e  s am e  m a n n e r , u p o n  t h e  sa m e  c o n d i t i o n s  a n d  

s u b j e c t  to t he  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 t h 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  th e a m e n d m e n t  to th e

th e  p l a n  o f  u n i t i z a t i o n ,  a n d  s u b j e c t  f u r t h e r  to t h e  c a l l  o f  the  u n i t  on
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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 the r i g h t s  a n d  o b l i g a t i o n s  as b e ­

tw e e n  l e s s e e s  the r e q u i r e m e n t  th a t  it b e  signed, 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  of r e c o r d  of n o t  less t h a n  62.5  p e r  c e n t  o x. till© u n  x t I 

a r e a  does n o t  apply.

S e c . 31.10 .1 90 . P E N A L T I E S . (a) A  p e r s o n  w h o  w i l f u l l y  v i o l a t e s  a

p r o v i s i o n  o f  this c ha pter, or a r e g u l a t i o n  or o r d e r  of the  c o m m i s s i o n
i

a d o p t e d  u n d e r  this c h a p t e r , is subj ect  to a p e n a l t y  of n o t  m o r e  t h a n  j 

$ 5 , 0 0 0  for e a c h  ac t of v i o l a t i o n  a n d  for e a c h  day th a t  th e v i o l a t i o n  

c o n t i n u e s , u n l e s s  the p e n a l t y  for v i o l a t i o n  is o t h e r w i s e  p r o v i d e d  for

a n d  m a d e  e x c l u s i v e  in this c h a p t e r . \
!

(b) If a p e rs on,  for the p u r p o s e  o f  e v a d i n g  this c h a p t e r , or  an y 

r e g u l a t i o n  or o r d e r  of the c o m m i s s i o n  a d o p t e d  u n d e r  this c h a p t e r , w i l ­

fu l l y  m a k e s  or h a s  m a d e  a f a l s e  e n t r y  in a r e co rd , a c c o u n t  or  m e m o r a n d u m

|
r e q u i r e d  b y  this c h a p t e r , or b y  a r e g u l a t i o n  or o r d e r , o r  w i l f u l l y  

o m i t s , or c a u s e s  to be  om it te d,  f r o m  a r e co rd , a c c o u n t  or  m e m o r a n d u m ,  

f u l l , true an d c o r r e c t  e n t r i e s  as r e q u i r e d  b y  this c h a p t e r , or b y  a 

r e g u l a t i o n  or o r d e r , or  r e m o v e s  f r o m  the s t a t e  or d e s t r o y s , m u t i l a t e s , 

a l t e r s  or f a l s i f i e s  s u c h  reco rd , a c c o u n t  or  m e m o r a n d u m , the p e r s o n  is 

g u i l t y  o f  a m i s d e m e a n o r , a n d  u p o n  c o n v i c t i o n  is p u n i s h a b l e  b y  a f in e  of 

n o t  m o r e  t h a n  $5,000, or b y  i m p r i s o n m e n t  for  n o t  m o r e  t h a n  s i x  m o n t h s , 

or b y  both. I

(c) A  p e r s o n  w h o  k n o w i n g l y  ai d s  or a b e t s  a n o t h e r  p e r s o n  i n  the 

v i o l a t i o n  of a n y  p r o v i s i o n  of this c h a p t e r , or a r e g u l a t i o n  or o r d e r  of 

the c o m m i s s i o n  a d o p t e d  u n d e r  this c h a p t e r , is subj ect to the sa m e  

p e n a l t y  as t ha t  p r e s c r i b e d  b y  this c h a p t e r  fo r the v i o l a t i o n  b y  the 

o t h e r  perso n.

(d) T h e  p e n a l t i e s  p r o v i d e d  in this s e c t i o n  are  r e c o v e r a b l e  b y  sui t

f i l e d  b y  the a t t o r n e y  g e n e r a l  in the n a m e  a n d  o n  b e h a l f  o f  the c o m m i s -  1

si o n  in th e s u p e r i o r  c o u r t  of the j u d i c i a l  d i s t r i c t  in w h i c h  the de-
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f e n d a n t  r e s i d e s  or in w h i c h  a n y  d e f e n d a n t  r e s i d e s ,  if t h e r e  is m o r e  th a n  

o n e  d e f e n d a n t ,  or i n  the s u p e r i o r  c o u r t  of the j u d i c i a l  d i s t r i c t  in 

w h i c h  the v i o l a t i o n  occur s.  T h e  p a y m e n t  of a p e n a l t y  doe s n o t  r e l i e v e  a 

p e r s o n  on  w h o m  the p e n a l t y  is i m p o s e d  f r o m  l i a b i l i t y  to a n y  o t h e r  p e r s o n  

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

(e) T h e  c o m m i s s i o n  m a y  i m p o s e  a p e n a l t y  p a y m e n t  o n  e v e r y  1,000 

c u b i c  fe e t  of  n a t u r a l  gas flare d,  v e n t e d  or p r o d u c e d  c o n t r a r y  to an 

o r d e r  o f  the c o m m i s s i o n .  T h e  p e n a l t y  s h a l l  be the f a i r  m a r k e t  v a l u e  of  

the  n a t u r a l  gas at the p o i n t  o f  fl ar ing , v e n t i n g ,  or p r o d u c t i o n .

Sec. 3 1. 10 . 2 0 0 .  I N J U N C T I V E  R E L I E F .  (a) W h e n e v e r  it a p p e a r s  that 

a p e r s o n  is v i o l a t i n g  or t h r e a t e n i n g  to v i o l a t e  a n y  p r o v i s i o n  of this 

c h a p t e r ,  or a n y  r e g u l a t i o n  or  o r d e r  of  the c o m m i s s i o n ,  the c o m m i s s i o n  

s h a l l  b r i n g  s ui t  a g a i n s t  t h a t  p e r s o n  in the  s u p e r i o r  c o u r t  of  t he  j u d i­

ci a l  d i s t r i c t  w h e r e  the v i o l a t i o n  o c c u r s  or is t h r e a t e n e d ,  to r e s t r a i n  

the p e r s o n  f r o m  c o n t i n u i n g  the v i o l a t i o n  o r  f r o m  c a r r y i n g  o u t  the t hr e a t  

of  v i o l a t i o n .  In the suit, the c o u r t  s h a l l  h a v e  j u r i s d i c t i o n  to g r a n t 

to t h e  c o m m i s s i o n ,  w i t h o u t  b o n d  or o t h e r w i s e  u n d e r t a k i n g ,  s u c h  p r o h i b i­

t o r y  a n d  m a n d a t o r y  i n j u n c t i o n s  as the f ac ts  w a r r a n t .

(b) If the  c o m m i s s i o n  fai ls  to b r i n g  su i t  to e n j o i n  a v i o l a t i o n  or 

t h r e a t e n e d  v i o l a t i o n  w i t h i n  10 days a f t e r  r e c e i p t  of w r i t t e n  r e q u e s t  to 

do so b y  a p e r s o n  w h o  is or w i l l  b e  a d v e r s e l y  a f f e c t e d  b y  the v i o l a t i o n ,  

the p e r s o n  m a k i n g  the r e q u e s t  m a y  b r i n g  s u i t  i n  hi s o w n  b e h a l f  to r e ­

s t r a i n  the v i o l a t i o n  or t h r e a t e n e d  v i o l a t i o n  in the c o u r t  in w h i c h  the 

c o m m i s s i o n  m a y  b r i n g  s u i t . If the c o u r t  f ind s t hat i n j u n c t i v e  r e l i e f  

s h o u l d  b e  g r a n t e d ,  the c o m m i s s i o n  s h a l l  b e  m a d e  a p a r t y  a n d  s h a l l  be  

s u b s t i t u t e d  f o r  the p e r s o n  w h o  b r o u g h t  the suit, a n d  the i n j u n c t i o n  , 

s h a l l  b e  i s s u e d  as if t he c o m m i s s i o n  h a d  at all  ti mes  b e e n  the p l a i n­

tiff.

Sec. 3 1 . 1 0 . 2 1 0 .  R E L A T I O N S H I P  TO D E P A R T M E N T  OF  N A T U R A L  R E S O U R C E S .
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(a) T h e  d e p a r t m e n t  s h a l l , w i t h  r e s p e c t  to l a n d  o w n e d  b y  the  s t a t e , h a v e  

the same s t a n d i n g  b e f o r e  the c o m m i s s i o n  as the o w n e r  o f  an y l e a s e  or 

o t h e r  i n t e r e s t  in the s t a t e  land.

(b) W i t h  r e s p e c t  to f e d e r a l  l a n d  f r o m  w h i c h  the s t a t e  or  any

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

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

sa m e  s t a n d i n g  b e f o r e  the c o m m i s s i o n  as if it w e r e  the h o l d e r  of  the

e q u i v a l e n t  r o y a l t y  i nterest.

(c) W h e n  b o t h  the d e p a r t m e n t  a n d  the c o m m i s s i o n  h a v e  the a u t h o r i t y  

to req ui re , a n d  do r e q u i r e , the s u b m i s s i o n  o f  s u b s t a n t i a l l y  the  same  

i n f o r m a t i o n  f r o m  p e r s o n s  subj ect to this c h a p t e r , the c o m m i s s i o n , in 

o r d e r  to a l l e v i a t e  the a d m i n i s t r a t i v e  b u r d e n s  p l a c e d  o n  t h o s e  p e r s o n s , 

m a y  b y  r e g u l a t i o n  e n t e r  into a n  a g r e e m e n t  w i t h  the d e p a r t m e n t  w h e r e b y  

e i t h e r  the c o m m i s s i o n  or the d e p a r t m e n t  s h a l l  h a v e  the r e s p o n s i b i l i t y  to 

c o l l e c t  the i n f o r m a t i o n  l a w f u l l y  r e q u i r e d  b y  both.

Sec. 31.10 .2 20.  P R O T E C T I O N  O F  E C O N O M I C  I N T E R E S T S  O F  P R O D U C E R S .

(a) The c o m m i s s i o n  m a y  n o t  take  a n y  a c t i o n  w i t h  r e s p e c t  to the p r o d u c­

ti o n  or d e v e l o p m e n t  of a n y  f i e l d  if it is s h o w n  th a t  the p r o p o s e d  a c t i o n  

w o u l d  l o wer  the e x p e c t e d  d i s c o u n t e d  c a s h  f l o w  r a t e  o f  r e t u r n  o n  total 

f i e l d  i n v e s t m e n t  to b e l o w  10 pe r c e n t . T h e  c o m m i s s i o n  s h a l l  g i v e  the 

a f f e c t e d  p a r t i e s  o p p o r t u n i t y  t h r o u g h  h e a r i n g  to m a k e  this s h o w i n g .

(b) T h e  d i s c o u n t e d  c a s h  f l o w  r a t e  of  r e t u r n  s h a l l  b e  c a l c u l a t e d  

a f t e r  the d e d u c t i o n  f r o m  gr os s i n c o m e  of p r o p e r t y  taxes i m p o s e d  u n d e r  AS  

43.56, p r o d u c t i o n  taxes i m p o s e d  u n d e r  A S  43.55, a n d  o n e - e i g h t h  r o y a l t y  

i n t e r e s t ; f u r t h e r , the c a l c u l a t i o n  s ha ll  b e  m a d e  o n l y  w i t h  r e f e r e n c e  to 

f u t u r e  i n v e s t m e n t s  a n d  r e v e n u e s .

(c) T h e  c o m m i s s i o n  s h a l l  by  r e g u l a t i o n  e s t a b l i s h  p r o c e d u r e s  for

the c a l c u l a t i o n  of the d i s c o u n t e d  c a s h  f l o w  r a t e  o f  return. T h e s e

p r o c e d u r e s  m a y  take  a c c o u n t  o f  r i s k  a n d  o t h e r  f a c t o r s  as m a y  b e  a p p r o - 
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p r iat e.

See. 3 1 . 1 0 . 2 3 0 .  D E F I N I T I O N S .  In  this c ha pt e r ,  u n l e s s  the c o n t e x t  

o t h e r w i s e  r e q u i r e s ,

(1) " c o m m i s s i o n "  m e a n s  the A l a s k a  O i l  a n d  Gas C o n s e r v a t i o n  

C o m m i s s i o n ;

(2) " c o r r e l a t i v e  r i g h t s "  m e a n  t h e  o p p o r t u n i t y  a f f o r d e d ,  so 

fa r as it is p r a c t i c a b l e  to do so, to t he o w n e r  o f  e a c h  p r o p e r t y  in a 

p o o l  to m a x i m i z e  r e c o v e r y  of h i s  j u s t  a n d  e q u i t a b l e  s h a r e  o f  th e o i l  or 

gas, o r  b oth, in th e pool; b e i n g  a n  a m o u n t ,  so far as c a n  b e  p r a c t i c a l l y  

d e t e r m i n e d ,  a n d  so fa r as c a n  p r a c t i c a b l y  b e  o b t a i n e d ,  s u b s t a n t i a l l y  in 

th e p r o p o r t i o n  th a t  the  q u a n t i t y  of r e c o v e r a b l e  oil  or gas, or  b ot h, 

u n d e r  the  p r o p e r t y  b e a r s  to th e t o t a l  r e c o v e r a b l e  o i l  or  gas, or b o t h ,  in 

the  pool, a n d  for  s u c h  p u r p o s e s  to u s e  h i s  j u s t  a n d  e q u i t a b l e  s h a r e  of 

the  r e s e r v o i r  energ y;

(3) " d e p a r t m e n t "  m e a n s  th e D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ;

(4) " f i e l d "  m e a n s  a g e n e r a l  a r e a  w h i c h  is u n d e r l a i n  or

a p p e a r s  to b e  u n d e r l a i n  b y  at l e a s t  o n e  pool, a n d  i n c l u d e s  the u n d e r­

g r o u n d  r e s e r v o i r  c o n t a i n i n g  oil  o r  gas; a n d  the  w o r d s  " p o o l "  a n d  " f i e l d " 

m e a n  the s a m e  t h i n g  w h e n  o n l y  o n e  u n d e r g r o u n d  r e s e r v o i r  is in v o l v e d ,  b u t  

" f i e l d "  u n l i k e  " p o o l "  m a y  r e l a t e  to two or  m o r e  pools;

(5) " g a s "  i n c l u d e s  all  n a t u r a l  gas a n d  all  h y d r o c a r b o n s  

p r o d u c e d  at t h e  w e l l h e a d  n o t  d e f i n e d  as oil;

(6) " m a x i m i z e  r e c o v e r y "  a n d  " m a x i m u m  r e c o v e r y "  m e a n  the 

g r e a t e s t  p o s s i b l e  r e c o v e r y  f r o m  a p o o l  o r  field, s u b j e c t  to sec. 220 o f  

this c h a p t e r ,  o f  t h e  r e s e r v o i r  f l u i d s  as m e a s u r e d  b y  t h e i r  B T U  co nt e n t ;

(7) " o i l "  i n c l u d e s  c r u d e  p e t r o l e u m  oil  a n d  o t h e r  h y d r o c a r b o n s

r e g a r d l e s s  o f  g r a v i t y  w h i c h  a r e  p r o d u c e d  at  th e w e l l h e a d  i n  l i q u i d  f o r m  

a n d  t he  l i q u i d  h y d r o c a r b o n s  k n o w n  as d i s t i l l a t e  o r  c o n d e n s a t e  r e c o v e r e d  

o r  e x t r a c t e d  f r o m  gas, o t h e r  t h a n  gas p r o d u c e d  in a s s o c i a t i o n  w i t h  oil
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and commonly known as casinghead g a s ;

(8) "owner" means the person who has the right to drill into 

and p r o d u c e  f r o m  a p o o l  and to appropriate the oil and gas he produces 

from a pool for himself and others;

(9) "person" includes a natural p e r s o n , corporation, associ­

ation, partnership, receiver, trustee, executor, administrator, guar­

dian, fiduciary or other representative of any kind, and includes a 

department, agency or instrumentality of the state or a governmental 

subdivision of the state;

(10) "pool" means an underground reservoir containing, or 

appearing to contain, a common accumulation of oil or g a s ; each zone of 

a general structure which is completely separated from any other zone in 

the structure is covered by the term "pool";

(11) "producer" means the owner of a well or wells capable of 

producing oil or gas or both;

(12) "cubic foot of natural gas" means the volume of gas con­

tained in one cubic foot of space measured at a pressure base of 14.73 

pounds per square inch absolute and a temperature base of 60 degrees

.Fahrenheit.

* S e c . 3. AS 39.50.200(9) is amended by adding a new subparagraph to 

r e a d :

(NN) A l a s k a  O i l  a n d  Gas C o n s e r v a t i o n  C o m m i s s i o n  (AS

31.10).

* S e c . 4. AS 43.55.020(e) is amended to r e a d :

(e) Gas produced in excess of that needed for safety p u rposes, ex­

cept gas used in the operation of a lease or property in drilling for or 

producing oil or g a s , or for repressuring, is considered, for the p u r­

pose of this chapter and in the amount used, as gas produced from a 

lease or property. Gas flared beyond the amount authorized for safety 
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b y  the A l a s k a  O i l  a n d  Gas C o n s e r v a t i o n  C o m m i s s i o n  [ D E P A R T M E N T  O F  N A T U R A L  

R E S O U R C E S ]  u n d e r  A S  3 1 . 1 0  [ 3 1 . 0 5 . 1 7 0 ( 1 1 ) ( H ) ] is c o n s i d e r e d  as gas p r o­

duced, e x c e p t  t h a t  it is s u b j e c t  to a p e n a l t y  e q u a l  to the t a x  c o m p u t e d  

u n d e r  sec. 16 of this  c h a p t e r  as a d j u s t e d  b y  sec. 12 of  this c h a p t e r  pe r 

t h o u s a n d  c u b i c  f ee t  of gas for the m o n t h  in w h i c h  the gas w a s  flared.

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

(n) A  p l a n  a u t h o r i z e d  b y  (m) of  this sec tion, w h i c h  i n c l u d e s  lands 

o w n e d  b y  the state, m a y  c o n t a i n  a p r o v i s i o n  v e s t i n g  the c o m m i s s i o n e r ,  or 

a p e rso n,  c o m m i t t e e ,  or s t a t e  a g e n c y  w i t h  a u t h o r i t y  to a l t e r  o r  m o d i f y  

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

q u a n t i t y  a n d  r a t e  of p r o d u c t i o n  u n d e r  the  plan. A l l  l e a s e s  o p e r a t e d

u n d e r  a p l a n  a p p r o v e d  o r  p r e s c r i b e d  b y  the c o m m i s s i o n e r  ar e e x c e p t e d  in 

d e t e r m i n i n g  h o l d i n g s  or c o n t r o l  u n d e r  sec. 140 of  this ch apter. Th e  

p r o v i s i o n s  o f  thi s s e c t i o n  c o n c e r n i n g  c o o p e r a t i v e  or u n i t  p l a n s  are  in 

a d d i t i o n  to, a n d  do n o t  a f f e c t  A S  31■10 [31.05].

* Sec. 6. AS  3 1 . 0 5  is r e p e a l e d .

* Sec. 7. T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1, 1979.
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