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Introduced: 4 / 1 7 / 8 0
Referred: R e s o u r c e s

IN T H E  H O U S E  HY M C K IN N O N  A N D  C H A T T E R T O N

S P O N S OR  S U B S T I T U T E  FOR H OUSE BILL NO. 800 

IN THE L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA 

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

A BILL

For an Act entitled: "An Act r e l a t i n g  to the u n i t i z a t i o n  of oil an d  gas

leases, to oil and gas conse r v at i o n ,  an d  to reports of 

oil and gas u nder state lease; and p r o v i d i n g  for an 

e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  TH E  S TATE O F  ALASKA:

* S e c t i o n  1. AS 3 8 . 0 5 .180(h) is amen d e d  to read:

(h) Th e  c o m m i s s i o n e r  m a y  include terms in any oil an d  gas lease 

i m p o s i n g  a m i n i m u m  w o r k  c o m m i t m e n t  on the lessee. T h e s e  t e r ms  shall be 

m a d e  public be f or e  the sale, and ma y  include a p p r o p r i a t e  p e n a l t y  p r o­

vis i o n s  to take effect in the event the le s s e e does not f u l f i l l  the 

m i n i m u m  wor k  co mm i t m e n t .  S h o u l d  it be d e m o n s t r a t e d  that a lease has 

b e e n  pr o v e n  u n p r o d u c t i v e  by acti o n s  of a d j a c e n t  lease h o l d e r s ,  or if the 

lease is part of a unit fo r m e d under this section, the c o m m i s s i o n e r  m a y  

set aside or m o d i f y  a w o r k  c ommitment.

* Sec. 2. AS 3 8 . 0 5 . 1 8 0 (m) is a m e n d e d  to read:

(m) An oil and gas lease must cover a r e a s o n a b l y  c o m p a c t  area no t

e x c e e d i n g  5,760 acres, and ma y be for a m a x i m u m  period of 10 years,

e x c e p t  that the c o m m i s s i o n e r  ma y  issue a lease for a p e r i o d  of not less 

t h a n  five years if he finds it to be in the best i n t e r e s t s  of the state. 

However, a n  [AN] oil and gas lease e n t e r e d  into under this sect i o n  doe s 

not expire [SHALL BE A U T O M A T I C A L L Y  EXTENDED]

(1) if and for so long [THEREAFTER] as oil or g a s  is p r o d u c e d  

in pa y i n g  q u a n t i t i e s  fro m  the lease;

(2) [OR] if the lease is c o m m i t t e d  to a u nit p l a n  a p p r o v e d  by
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the c o m m i s s i o n e r  and the lease is e x t e n d e d  u n d e r  (aa) of this s e c tion;

(3) if the lan d  u n d e r  l e a s e  c o n t a i n s  [. A L E A S E  I S S U E D  U N D E R  

T H I S  S E C T I O N  C O V E R I N G  L A N D  O N  W H I C H  T H E R E  IS] a w e l l  c a p a b l e  of p r o­

duc i n g  oil or gas in p a y i n g  q u a n t i t i e s  and [DOES NO T  E X P I R E  B E C AUSE] t h e  

lessee f a i l s  to p r o d u c e  oil or gas_^ u n l e s s  t he  lessee h a s  b e e n  [IS] 

a l l o w e d  r e a s o n a b l e  t i m e  to p l a c e  the w ell on a p r o d u c i n g  s t a t u s ; w h e n  a 

lease is e x t e n d e d  u n d e r  this p a r a g r a p h  [. U P O N  E X T E N S I O N ] ,  the c o m m i s­

sioner m a y  i n c rease l ease r e n t a l s  so long as the i n c r e a s e d  re n t a l  r a t e  

does not e x c e e d  150 p e r c e n t  of the rate for the p r e c e d i n g  year;

(4) if [. IF] d r i l l i n g  h a s  c o m m e n c e d  on the e x p i r a t i o n  d a t e  

of the p r i m a r y  term of the l ease a n d  is c o n t i n u e d  w i t h  r e a s o n a b l e  d i l i­

gence, i n c l u d i n g  s u c h  o p e r a t i o n s  as r e d r i l l i n g ,  s i d e t r a c k i n g ,  or o t h e r

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

[, THE] l e a s e  e x t e n d e d  u n d e r  this p a r a g r a p h  c o n t i n u e s  in e f f e c t  u n t i l  9 0  

days a f t e r  d r i l l i n g  h a s  c e a s e d  a n d  for so l o n g  t h e r e a f t e r  as oil or g a s  

is p r o d u c e d  in p a y i n g  q u a n t i t i e s ; or

(5) if, w i t h i n  60 days a f t e r  p r o d u c t i o n  c e a s e s  on a [. AN 

O I L  AN D  G A S ]  lease [ I SS U E D  U N D E R  T H I S  S E C T I O N ]  w h i c h  is s u b j e c t  to 

t e r m i n a t i o n  by r e a s o n  of c e s s a t i o n  of p r o d u c t i o n  [DOES N O T  T E R M I N A T E  IF, 

W I T H I N  60 D A Y S  AFTER P R O D U C T I O N  C E A S E S ] ,  reworking, or d r i l l i n g  o p e r a­

tions are c o m m e n c e d  on the l a n d  u n d e r  lease a n d  are t h e r e a f t e r  c o n d u c t e d

wit h r e a s o n a b l e  d i l i g e n c e  d u r i n g  th e  p e r i o d  of n o n p r o d u c t i o n .

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

(p ) T o  p r o m o t e  t i m e l y  a n d  e f f i c i e n t  e x p l o r a t i o n ,  e v a l u a t i o n  a n d  

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

p l i c a t i v e  f a c i l i t i e s  a n d  the d r i l l i n g  of u n n e c e s s a r y  w e l l s  [ C O N S E R V E  T H E

N A T U R A L  R E S O U R C E S  O F  A L L  O R  A P A R T  O F  AN O I L  O R  G A S  P O O L ,  FIELD, O R  L I K E

AREA], t h e  leasees [AND T H E I R  R E P R E S E N T A T I V E S ]  m a y  u n i t e  w i t h  e a c h  o t h e r  

[, OR J O I N T L Y  OF S E P A R A T E L Y  W I T H  O T H E R S , ]  i n  c o l l e c t i v e l y  a d o p t i n g  [OR
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O P E R A T I N G  U N D E R  A C O O P E R A T I V E  OR] a un i t  p l a n  Cor their leases if [OF 

D E V E L O P M E N T , OR O P E R A T I O N  O F  THE P O O L ,  FI E L D ,  OR L I K E  AREA, OR A P A R T  O F  

IT, W H E N  D E T E R M I N E D  A N D C E R T I F I E D  HY] the c o m m i s s i o n e r  finds a f t e r  p u b l i c  

h e a r i n g ,  that the a d o p t i o n  of a u n i t  p l a n  is [TO RE] n e c e s s a r y ^  [OR] 

a d v i s a b l e  or p r o p e r  to p r o t e c t  [IN] the p u b l i c  i n t e r e s t .  T h e  c o m m i s­

si o n e r  may, w i t h  the c o n s e n t  of t h e  h o l d e r s  of l e a s e s  i n v o l v e d ,  m o d i f y  

the t erms a n d  c o n d i t i o n s  [ E S T A B L I S H ,  C H A N G E ,  OR R E V O K E  D R I L L I N G ,  

P R O D U C I N G ,  A N D  R O Y A L T Y  R E Q U I R E M E N T S ]  of the l e a s e s ^  an d  a do p t  r e g u­

la t i o n s  w i t h  r e f e r e n c e  to the l e a s e s  [, W I T H  L I K E  C O N S E N T  O N  T H E  P A R T  O F  

T H E  L E S S E E S , ]  in c o n n e c t i o n  with  t h e  i n s t i t u t i o n  an d  o p e r a t i o n  of th e  [A 

C O O P E R A T I V E  OR] u n i t  p l a n  and for a n y  e x t e n s i o n  of a l ease c o n t a i n e d  

w i t h i n  a u nit p l a n  w h i c h  [AS] he d e t e r m i n e s  n e c e s s a r y  or p r o p e r  to 

s e c u r e  the [P R O P E R  1 p r o t e c t i o n  o f  the p u b l i c  i n t e r e s t . L a n d  leased 

u n d e r  this s e c t i o n  ma y  be i n c l u d e d  in a u n i t  p l a n  w i t h  land o w n e d  or 

l e a s e d  b y  o t h e r s  if the c o m m i s s i o n e r  f inds it n e c e s s a r y ,  a d v i s a b l e ,  o r  

pr o p e r ,  a n d  in the p u b l i c  I n t e r e s t .  Th e  c o m m i s s i o n e r  m a y  r e q u i r e  o i l  

a n d  gas l e a s e s  i s s u e d  u n d e r  this s e c t i o n  to c o n t a i n  a p r o v i s i o n  

r e q u i r i n g  the l e s s e e  to o p e r a t e  u n d e r  a r e a s o n a b l e  [ C O O P E R A T I V E  OR] u n i t  

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

A u n i t  [THE] p l a n  must a d e q u a t e l y  p r o t e c t  all p a r t i e s  in i n t e r e s t ,  

i n c l u d i n g  the s t a t e , a n d  be a c c e p t e d  by al l p a r t i e s  in i n t e r e s t ,  i n­

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

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

o v e r l i e  a p o t e n t i a l  h y d r o c a r b o n  a c c u m u l a t i o n  or an oil or gas pool.

T h e  l e s s e e s  in i n t e r e s t  u nder a un i t  p l a n  f o r m e d  u n d e r  this s e c t i o n  shall 

d e s i g n a t e  an o p e r a t o r  or o p e r a t o r s  for l e a s e s  on land i n c l u d e d  w i t h i n  the 

u n i t  a r e a .  D e s i g n a t i o n  of the o p e r a t o r  or o p e r a t o r s  s h a l l  be by v o t e  of

the l e s s e e s  o f  i n t e r e s t  in the u n i t  plan. T h e  o p e r a t o r  or o p e r a t o r s  

s h a l l  s u b m i t  to the c o m m i s s i o n e r  an a n n u a l  p l a n  of o p e r a t i o n  for t h e
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uni t a n d  a r e v i s e d  an n ua l  p l a n  of o p e r a t i o n  on each a n n i v e r s a r y  date.

Th e  a n n u a l  p l a n  of o p e r a t i o n  and revi s e d  a n n u a l  plan s h a l l  take effect 

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

tio n  b y  the c o m m i s s i o n e r  d oes not exempt the  o p er a t o r  f r o m  c o m p l i a n c e  

w i t h  the r e q u i r e m e n t s  of A S  3 1 . 0 5 . 0 3 0 and 3 1 . 0 5 . 0 3 5 .

* Sec. 4. AS 3 8 . 0 5 . 1 8 0 ( q )  is a m e n d e d  to read:

(q) A u n i t  p l a n  a u t h o r i z e d  hy [(p) of] this s e c t i o n  s h a l 1 [, W H I C H

I N C L U D E S  L A N D  O W N E D  BY T H E  STATE, MAY] 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 ,  O R  A PERSON, C O MMITTEE, OR] s t a t e  [AGENCY,] w i t h  a u t h o­

rity to m o d i f y  f r o m  time to time the rate of e x p l o r a t i o n  [PROSPECTING] 

and d e v e l o p m e n t  a n d  the q u a n t i t y  and rate of p r o d u c t i o n  u n d e r  the plan. 

All leases o p e r a t e d  under a unit plan a p p r o v e d  or p r e s c r i b e d  by the 

c o m m i s s i o n e r  a r e  e x c e p t e d  in de 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  under 

AS 3 8 . 0 5 . 1 4 0 .  T h e  p r o v i s i o n s  of this s e c t i o n  c o n c e r n i n g  [ C O O PERATIVE  

OR] u n i t  p l a n s ar e  in a d d i t i o n  to and do no t affect AS 31.05.

* Sec. 5. AS 3 8 . 0 5 . 1 8 0  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

(aa) A s t a t e  lease i n c l u d e d  in a unit p lan formed u n d e r  this s e c­

tion does  not t e r m i n a t e  u p o n  the e x p i r a t i o n  of its p r i m a r y  term

(1) if the l ea s e  meets one of the r e q u i r e m e n t s  set out in (m) 

of t his s e c t i o n ;  or

(2) if the c o m m i s s i o n e r  finds, a f t e r  public n o t i c e  and o p p o r­

tu n i t y  for p u b l i c  comment, that the p ub l i c  interest wil l  be served b y  

le a s e  e x t e n s i o n  a n d  als o  finds that

(A) d r i l l i n g  or other e x p l o r a t i o n  and c o n f i r m a t i o n  

a c t i v i t i e s  ar e  b e i n g  d i l i g e n t l y  c o n d u c t e d  w i t h i n  the unit area;

(B) u n u s u a l  climatic, e n v i r o n m e n t a l  or o t h e r  c o n d i t i o n s  

b e y o n d  t h e  uni t  o p e r a t o r ' s  r e a s o n a b l e  a b i l i t y  to f o r s e e  or c o n t r o l  

h a v e  d e l a y e d  e v a l u a t i o n  of leases w i t h i n  the unit area; or

(C) d r i l l i n g  or other e x p l o r a t i o n  and c o n f i r m a t i o n

-4- SSHB 800
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a c t i v i t i e s  are d e l a y e d  b e c a u s e  of permit p r o c e d u r e s  of the fede r a l  

or s t at e  g o v e r n m e n t s  or of a m u n i c i p a l i t y , or b e c a u s e  of other 

legal actions including, b u t  not limited to, l i t i g a t i on .

(bb) When, w i t h i n  a unit f o r m e d  under this section, an o p e r a t o r  

e n c o u n t e r s  and c o n f i r m s  a h y d r o c a r b o n  a c c u m u l a t i o n  a n d  c o m p l et e s  a w e l l  

capable of p r o d u c i n g  oil or gas in commercial q u a n t i t i e s ,  the lessees of 

interest shall, u p o n  request of the c om m issioner, i m m e d i a t e l y  d e l i n e a t e  

the b o u n d a r y  of the p a r t i c i p a t i n g  area. T h e b o u n d a r y  w hich the lesse e s 

d e l i n e a t e  shall be b a s e d  on an i n t e r p r e t a t i o n  of all a v a i l a b l e  g e o l o g i c  

and p e t r o l e u m  e n g i n e e r i n g  data, a n d  is subject to a p p r o v a l  by the c o m­

missioner .  When the c o m m i s s i o n e r  approves the b o u n d a r y  of the p a r t i c i­

pating area, the lessees may a d o p t  one or m ore a g r e e m e n t s  to p ro 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  and o p e r a t i o n  of the d i s c o v e r e d  

h y d r o c a r b o n  a c c u m u l a t i o n  or oil or gas pool, or to sec u r e  i n t e g r a t i o n  in 

a c c o r d a n c e  with AS 3 1 .05.110 w i t h i n  the p a r t i c i p a t i n g  area. All p a r t i e s  

in interest, i n c l u d i n g  the state, shall s ign these ag re e m e n t s .  If the 

parties fail or refuse to v o l u n t a r i l y  inte g r a t e  t h e i r  interests, the 

c o m m i s s i o n e r  may d e s i g n a t e  a p a r t i c i p a t i n g  area a n d  i n i t i a te  p r o c e e d i n g s  

under AS 31. 0 5 . 11 0  to secure int e g ra t i o n .

(cc) The o p e r a t o r  or o p e r a t o r s  elected b y  the lessees of i n t e r e s t  

in the p a r t i c i p a t i n g  area sh a l l  sub mi t  to the c o m m i s s i o n e r  an an n u al  

plan of o p e r a t i o n  and a r e v i s e d  annual p lan of o p e r a t i o n  on each a n n i­

ver s a r y  date. The annual p l a n  of op e r a t io n  shall be a p p r o v e d  by the 

c o m m i s s i o n e r .

(dd) If one or more’ of the leases in the unit r e s er v e s  to the s ta t e 

a share of the net profits of p r o d u c t i o n  fr o m  the lease or if s t a te 

leases in the p a r t i c i p a t i n g  a r e a  have two or mor e  d i f f e r e n t  r o ya l t y 

rates or p rovisions, the s t a t e  shall be a p a r t y  to the unit o p e r a t i n g  

a g r e e m e n t  e x e c u t e d  b y  lessees of interest in a p a r t i c i p a t i n g  area.
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' (ce) A lease I n c lu d e d  in a p a r t i c i p a t i n g  a r e a  does not t e r m i n a t e  as 

long as o i l  or gas is p r o d u c e d  f r o m  the p a r t i c i p a t i n g  a r e a  or for so 

long as th e l e s s e e s  f u l f i l l  the r e q u i r e m e n t s  o f  a p lan of o p e r a t i o n  

a p p r o v e d  b y  the c o m m i s s i o n e r .

(ff) A p o r t i o n  of the le a se d  a r e a  w h i c h  is not i n c l u d e d  in a p a r ­

t i c i p a t i n g  area, or a p o r t i o n  of the l e a s e d  a r e a  w h i ch  is e l i m i n a t e d  by 

c o n t r a c t i o n  of the unit a rea, rema i n s  s u b j e c t  to the t e r m s  and c o n­

dit i o n s  of the o r i g i n a l  l e a s e  and is not a f f e c t e d  by the u n i t i z a t i o n  of 

an y  o t h e r  p o r t i o n  of the l e a s e d  are a  or by o p e r a t i o n s  in a unit. H o w ­

ever, the  c o m m i s s i o n e r  m a y  e x t e n d  a l e a s e  w i t h  an a l i q u o t  part i n c l u d e d  

in a p a r t i c i p a t i n g  area for  not m o r e  t h a n  t h r e e  years a f t e r  the p r i m a r y  

t erm of the lease, at w h i c h  time the b o u n d a r y  of the u n i t  shall be 

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

p o r t i o n  of the l ease w h i c h  is not i n c l u d e d  w i t h i n  an a p p r o v e d  p a r t i c i­

pa t i n g  a r e a  s h a l l  he t e r m i n a t e d  u n l e s s  on e  of the r e q u i r e m e n t s  of (in) of 

this s e c t i o n  is s a t i s f i e d .

(gg) N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n s  of this section, the 

c o m m i s s i o n e r  m a y  r e q u i r e  c o n t r a c t i o n  or e x p a n s i o n  of the b o u n d a r y  of th e  

unit to include a n d  r e a s o n a b l y  p r o t e c t  o n l y  the land c a p a b l e  of p r o ­

du c i n g  oil or gas in c o m m e r c i a l  q u a n t i t i e s .

(hh) The c o m m i s s i o n e r  shall r e v i e w  a n d  a p p r o v e  al l  plans of 

o p e r a t i o n ,  f o r m a t i o n  a n d  r e v i s i o n  of p a r t i c i p a t i n g  ar e a s,  and o t h e r  

a c t i o n s  a f f e c t i n g  the l e a s e  i n t e r e s t s  of th e  state u n d e r  a u nit, w h e t h e r  

f o r m e d  v o l u n t a r i l y  or b y  o r d e r  of the A l a s k a  Oil a n d  Ga s  C o n s e r v a t i o n  

C o m m i s s i o n  u n d e r  AS 3 1 . 0 5 . 1 1 0 .  A r e q u e s t  f o r  a p p r o v a l  of a d e t e r m i­

nat i o n ,  d e c i s i o n  or o t h e r  a c t i o n  a f f e c t i n g  t h e  i n t e r e s t  of a s t a t e  l e as e  

i n c l u d e d  in a u n i t  s h a l l  be s u b m i t t e d  to th e c o m m i s s i o n e r  and s h a l l  be 

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

an i n f o r m e d  d e c i s i o n .  If the c o m m i s s i o n e r  d e t e r m i n e s  that a c t i o n  af-
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f e c t i n g  the I n t e r e s t  of a s t a t e  lease h a s  b e e n  u n d e r t a k e n  w i t h o u t  his 

c o n s e n t ,  or if a l e s s e e  h a s  f a i l e d  to c o m p l y  wit h  the a p p r o v e d  t e r m s  of 

a u n i t  a g r e e m e n t ,  the c o m m i s s i o n e r  m a y  e n f o r c e  the l e s s e e ' s  o b l i g a t i o n  

u n d e r  a s t a t e  l e a s e  in the s a m e  m a n n e r  as if the land h a d  n e v e r  b e e n  

s u b j e c t  to the u n i t .

(ii) Th e  c o m m i s s i o n e r

(1) m a y  g ive a n o t i c e  of d e f a u l t  to a unit o p e r a t o r  a n d  to 

l e s s e e s  if he f i n d s  that

(A) s t a t e  l a n d  h a s  n o t  b e e n  a d e q u a t e l y  e x p l o r e d  or

d e v e l o p e d

(i) b e c a u s e  w e l l s  h a v e  not b e e n  t i m e l y  d r i l l e d ;

(ii) b e c a u s e  w e l l s  h a v e  not b e e n  d r i l l e d  at the 

p r o p e r  l o c a t i o n s ;  or

(iii) b e c a u s e  w e l l s  h a v e  not b e e n  d r i l l e d  in s u f f i­

cient n u m b e r s ;  or

(B) s t a t e  l a n d  has n o t  b e e n  a l l o c a t e d

(i) a j u s t  a n d  e q u i t a b l e  s h a r e  o f  u n i t i z e d  s u b­

sta n c e s  p r o d u c e d  f r o m  the u n i t ;  or

(ii) a n  e q u i t a b l e  s h a r e  of c osts i n c u r r e d  b y  uni t

o p e r a t i o n s ;

(2) s h a l l  p r o v i d e  the h o l d e r  of a lease in d e f a u l t  a r e a s o n­

ab l e  o p p o r t u n i t y  to c o r r e c t  the d e f a u l t .

(jj) W h e n  a s t a te  l e a s e  is t e r m i n a t e d  u n d er  (ii) of this s e ct i o n ,  

t he lease r e m a i n s  s u b j e c t  to the u n i t  u n l e s s  the c o m m i s s i o n e r  s p e c i f i c­

a l l y  d e l e t e s  t h e  t e r m i n a t e d  s t a t e  l e a s e  f r o m  the u nit.

(kk) In t h i s  s e c t i o n ,

(1) " a n n i v e r s a r y  d a t e "  m e a n s  t h a t  d ate d u r i n g  e a c h  y e a r  w h i c h  

c o r r e s p o n d s  to th e  date o f  a p p r o v a l  of the u n i t i z a t i o n  a g r e e m e n t  u n d e r  

w h i c h  a f i e l d  is o p e r a t e d ;
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(2) " c o m m e r c i a l  q u a n t i t i e s "  m e a n s  q u a n t i t i e s  s u f f i c i e n t  to 

r e p a y  t h e  costs of drilling, d e v e l o p me n t ,  p r o d uc t i o n ,  t r a n s p o r t a t i o n  a n d  

m a r k e t i n g ,  wit h  a r e a s o n a b l e  p r o f i t  to lessees;

(3) " p a r t i c i p a t i n g  a r e a "  m e a n s  an area proven, by s u b s u r f a c e  

d a t a  d e r i v e d  from d r illing, p r o d u c t i o n ,  an d  o t h e r  geolo g i c  a n d g e o­

p h y s i c a l  i n f o r m a t i o n ,  to c o n t a i n  oil or gas in amounts c a p a bl e  of p r o­

d u c t i o n  in c o m m e r c i a l  quanti t i e s ;

(4) " p l a n  of o p e r a t i o n "  m e an s

(A) a s c h edule of the dates, locations and p r o p o s e d  

d e p t h s  of w e l l s  to be d r i l l e d  and o t h e r  exploration, d e v e l o p m e n t  

a n d  p r o d u c t i o n  a ct i v i t i e s  w h i c h  l e ss e e s  agree to cond u c t  in a unit 

a r e a  or in a p a r t i c i p a t i n g  area; a nd

(B) a d e s c r i p t i o n  of a n t i c i p a t e d  effects that w o u l d  

o c c u r  on s u r f a c e  lands and wa t e r s  f r o m  p r o p o s e d lease a c t i v i t i e s ,  

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

(5) " p o o l "  means an u n d e r g r o u n d  re s e r v o i r  c o n t a i n i n g  a c o m m o n  

a c c u m u l a t i o n  of oi l  or gas; eac h  zone of a general s t r u c t u r e  w h i c h  is 

c o m p l e t e l y  s e p a r a t e d  fro m any o t h e r  z one in the str u c tu r e  is c o v e r e d  b y  

t h e  t e r m  "pool";

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

or s t r a t i g r a p h i c  e n t r a p p i n g  m e c h a n i s m  w h i c h  has the n e c e s s a r y  p h y s i c a l  

c h a r a c t e r i s t i c s  to a c c u m u l a t e  and p r e v e n t  the escape of oil or gas;

(7) " p r o d u c t i o n  in p a y i n g  q u a n t i t i e s "  or " p r o d u c e d  in p a y i n g  

q u a n t i t i e s "  m e a n s  p r o d u c t i o n  in q u a n t i t i e s  s uf f i c i e n t  to y i e l d  a r e t u r n  

in e x c e s s  of o p e r a t i n g  costs, e ven if d r i l l i n g  and e q u i p m e n t  c osts m a y 

n e v e r  be repaid a nd  the u n d e r t a k i n g  c o n s i d e r e d  as a w h o l e  m a y  u l t i m a t e l y  

r e s u l t  in a l oss; qu a n t i t i e s  are i n s u f f i c i e n t  to y i e l d  a r e t u r n  in 

e x c e s s  of o p e r a t i n g  costs u nl e s s  t h o s e  q u a n t i ti e s ,  less the c o s t s  of 

t r a n s p o r t a t i o n  a n d  m a r k e ti n g ,  wil l  p r o d u c e  s u f fi c i e n t  r e v e n u e  to i n d u c e
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a p r u d e n t  o p e r a t o r  to p r o d u c e  and m a r k e t  those quanti t i es ;

(8) "unit a r e a "  or " u n i t i z e d  a r e a "  m eans the land s u b j e c t  to 

a u n i t  plan;

(9) "unit o p e r a t i n g  a g r e e m e n t "  means the a g r e em e n t  d e f i n i n g  

the division of interest or the 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 h y d r o c a r b o n s  p r o d u c e d  f r o m  the unit, and costs i n c i d e n t  to 

u n i t  oper a t i o n s among and a s c r i b a h l e  to the several s e p a r a t e l y  o w n e d  

t r a c t s  within the unit area;

(10) "unit p l a n "  or " u n i t "  means an a g r ee m e n t  p r o v i d i n g  for 

t h e  unitized manag e m e n t  of leases o v e r l y i n g  a pote n t i a l  h y d r o c a r b o n  

a c c u m u l a t i o n  or an oil or gas pool, in w h i c h  se p a r a t e  leases s u b j e c t  to 

th e  plan are explored, d e v e l o p e d  a n d  o p e r a t e d  as a single c o n s o l i d a t e d  

e n t i t y  w i t h o u t  regard to s e p a r a t e  o w n e rs h i p ;  the t erm i n c ludes a l l o c a­

tions of h y d r o c a r b o n s  p r o d u c e d  f r o m  the unit and all r e v i s i o n s  or a m e n d­

m e n t s  to it and all p lans of o p e r a t i o n  of the u nit area.

* Sec .  6. AS 31.05.027 is a m e n d e d  to read:

Sec. 31.05.027. A P P L I C A T I O N .  The au t h o r i t y  of the c o m m i s s i o n  

a p p l i e s  to all land in the s t at e  l a w f u l l y  subject to its p o l i c e  powers. 

It applies to land of the U n i t e d  States or to land s u b j e c t to the j u r i s­

d i c t i o n  of the United St a t e s o n l y  to the extent that control a n d  s u p e r­

v i s i o n  of c o n s e r v a t i o n  of oil a n d  gas and p r e v e n t i o n  of w a s t e  b y  the 

U n i t e d  S t a t e s  on its land fails to c arry out the Intent and p u r p o s e s  of 

t h i s  chapter, and o t h e r w i s e  a p p l i e s  to federal land so far as a n  o f f i c e r  

o f  the U n i t e d  States 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

tive, shall approve a n y  of the p r o v i s i o n s  of this ch a p t e r  or o r d e r s  of 

t h e  c o m mi s s i o n  which a f f e c t  land. [THE A U T H O R I T Y  O F  T H E  C O M M I S S I O N  

F U R T H E R  A P P L I E S  TO A L L  L A N D  I N C L U D E D  IN 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  O R  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 38.- 

0 5 . 1 8 0 ( m ) .]
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* Sec. 7. AS 3 1 . 0 5 . 0 3 5 ( c )  is a m e n d e d  to read:

(c) T h e  r e p o r t s  an 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  

s h a l 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  the 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 wn e r  of the wel l  g i v e s  w r i t t e n  p e r m i s s i o n  t o  the 

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

If th e  c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  f inds t h a t  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 t h e  

v a l u a t i o n  of u n l e a s e d  s t a t e  land in the s ame v i c i n i t y ,  he s h a l l  ad v i se  

th e  c o m m i s s i o n  to kee 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 t i a l  for a 

r e a s o n a b l e  time a f t e r  the d i s p o s i t i o n  of all a f f e c t e d  u n l e a s e d  s t at e  

l and, u n l e s s  the o w n e r  of the w e l l  g i v e s  w r i t t e n  p e r m i s s i o n  t o  the 

c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  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. Wel l l o c at i o n ,  depth, s ta t u s  and p r o d u c t i o n  data 

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  by the c o m m i s s i o n  to be f i l e d  s u b s e q u e n t  

to th e  3 0 - d a y  f i l i n g  p e r i o d  s hall be 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  and 

s h a l l  not 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  volume, 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  o f  

o i l  or ga s  a f t e r  the we 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 ec. 8. A S  3 1 . 0 5 . 0 3 5  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  t o  read:

(e) R e p o r t s  and i n f o r m a t i o n  kep t  c o n f i d e n t i a l  u n d e r  t h i s  s e c t i o n  

m a y  be e x a m i n e d  by  p e r s o n s  d e s i g n a t e d  b y  the c o m m i s s i o n e r  of  n a t u r a l  

r e s o u r c e s  wh o  are e m p l o y e e s  of t h e  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  if a n  

e x a m i n a t i o n  of the r e p o r t s  and i n f o r m a t i o n  is r e q u i r e d  to e v a l u a t e  the
I

s t a t e ' s  r e s o u r c e s .  A p e r s o n  a u t h o r i z e d  to e x a m i n e  a r e p o r t  o r  i n f o r m a­

t i o n  u n d e r  this s u b s e c t i o n  s hall k e e p  the m a t e r i a l  w h i c h  h e  e x a m i n e s  

c o n f i d e n t i a l .

* Sec .  9. AS 3 1 . 0 5 . 0 6 0 ( b )  is a m e n d e d  to read:

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

c o m m i s s i o n  u n d e r  this c h a p t e r  t hat 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
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s h a l l  he 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  Act 

(AS 4 4 . 6 2 ) .  A n y  a c t i o n  b y  the c o m m i s s i o n  u n d e r  this c h a p t e r  t h a t  has 

a p p l i c a t i o n  to a s i n g l e  w e l l  or s i n g l e  f i e l d  n e e d  not c o m p l y  w i t h  the 

p r o v i s i o n s  of AS 4 4 . 6 2 . 3 3 0  - 4 4 . 6 2 . 6 3 0 ,  b u t , w h e n  an e x c e p t i o n  f r o m  the 

c o m m i s s i o n ' s  r e g u l a t i o n s  or o r d e r s  is r e q u e s t e d ,  the c o m m i s s i o n  s hall  

p r o v i d e  [SHALL BE 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  O F  T H E  C O M­

M I S S I O N  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  by the a c t i o n  n o t i c e  and an  

o p p o r t u n i t y  to be h ea r d .

* Sec. 10. AS 3 1 . 0 5 . 1 1 0 ( a )  is a m e n d e d  to read:

(a) To p r e v e n t ,  or  to a s s i s t  in p r e v e n t i n g  w a s t e ,  to 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 oil a n d  gas, a n d  to p r o t e c t  the 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 the tracts of 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  of suc h  t r a c t s  of lan d  as a 

u n i t .  Th e  c o m m i s s i o n  s h a l l

(1) r e v i e w  a l l  u n i t s  w h i c h  are formed v o l u n t a r i l y ,  i n c l u d i n g  

u n i t s  formed u n d e r  AS 3 8 . 0 5 . 1 8 0 ,  b e f o r e  oil or gas is p r o d u c e d  f rom the 

u n i t ;

(2) a p p r o v e  t h e  f o r m a t i o n  of u n i t s  e x a m i n e d  u n d e r  (1) of this 

s u b s e c t i o n  if the c o m m i s s i o n  m a k e s  w r i t t e n  fi n d i n g s  t h a t  the r e q u i r e­

m e n t s  of (c) of this s e c t i o n  a r e  s a t i s f i e d  [WHERE, H O W E V E R ,  T H E Y  H A V E  

N O T  A G R E E D  T O  I N T E G R A T E  T H E I R  I N T E R E S T S ,  T H E  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 ,  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

RI T Y ,  AND  IT IS ITS D U T Y  T O  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  OR P R O P E R  T O  C A R R Y  O U T  T H E  P U R P O S E S  O F  T H I S  S E C T I O N ] .

* Sec. 11. AS 3 1 . 0 5 . 1 1 0 ( b )  is a m e n d e d  to read:

(b) W h e n  the o w n e r s  of i n t e r e s t s  in land o v e r l y i n g  a n  oil or gas 

p o o l  h a v e  no t  a g r e e d  t o  i n t e g r a t e  t h e i r  i n t e r e s t s ,  [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  BY O R  W I T H  T H E  C O M M I S S 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 ,
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*

A L L  IN T H E  FORM A N D  M A N N E R  AN D  IN A C C O R D A N C E  W I T H  THE P R O C E D U R E  AND 

R E Q U I R E M E N T S  P R O V I D E D  IN T H I S  S E C T I O N , ]  the c o m m i s s i o n , a c t i n g  on its own

m o t i o n  or on  p e t i t i o n  of a n o t h e r  party, shall o r d e r  i n v o l u n t a r y  u n i t i z a­

ti o n  if it m akes w r i t t e n  f i n di n g s ,  after no t i c e  and pub l i c  hearing,  

[FINDS] 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  and f u r t h e r  d e v e l o p­

me n t  of a pool or p o r t i o n  of a pool is r e a s o n a b l y  n e c e s s a r y  in order to 

e f f e c t i v e l y  c a r ry  o n  p r e s s u r e  control, p r e s s u r e - m a i n t e n a n c e  or re- 

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  operati o n s ,  w a t e r  flooding operations, or 

a n y  c o m b i n a t i o n  of these, or an y  o ther form of joint eff 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  of oil and gas from the 

pool; (2) one 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  as applied to 

the pool or p o r t i o n  of it is feasible, and w i l l  prevent w a s t e  and will 

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

ti a l l y  m o r e  oil a n d  gas f r o m  the pool than w o u l d  o t h e r w i s e  be recovered;

(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 opera ti o n s  

will not e x c e e d  the value of the additional oil and gun no recovered; 

an d  (4) the u n i t i z a t i o n  an d  a d o p t i o n  of one or more of the unitized  

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 . When the c o m m i s s i o n  m a k e s  

an o r d e r  r e q u i r i n g  i n v o l u n t a r y  u n i t i z a t io n ,  it shall c r e a t e  [MAKE A 

F I N D I N G  T O  T H A T  E F F E C T  AN D  M A K E  AN O R D E R  C R E A T I N G ]  the uni t  and p r o v id e  

[ P R O VI D I N G ]  for the u n i t i z a t i o n  and u n i t i z e d  o p e r a t i o n  of the. pool or 

p o r t i o n  of it d e s c r i b e d  in the order, upon the terms an d  conditions, as 

m a y  be s h o w n  by the 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 ,  and 

w h i c h  are  n e c e s s a r y  or p r o p e r  to protect, s a f e g u a r d  and a d j u s t  the 

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  of the s e v e r a l  pers o n s  affected, 

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  royalties, owners of net 

p r o f i t  s hare i n t e r e s t s ,  oil an d  gas pay m en t s ,  c a r ri e d  inter e s t s , m o r t­

gages, lie n  c l a i m a n t s  an d  othe r s ,  as well as the lessees. T he  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  uni t  area w i t h  a map or p l a t
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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 facts r e q u i r e d  to be 

f ound by 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  [PARAG R A P H ]  and 

shall 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  unit a r e a  and 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 be fair, 

r e a s o n a b l e  an d  e q u i t a b l e .  Th e  o r d e r  of the  c o m m i s s i o n  for i n v o l u n t a r y  

u n i t i z a t i o n  shall d e f i n e  the b o u n d a r y  of the a r e a  and the v e r t i c a l  

limits to be included w i t h i n  the unit a r e a  and p r e s c r i b e  w i t h  reas o n a b l e 

d etail 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 it.

* Sec. 12. AS 3 1 . 05 . 1 1 0 ( c )  is a m e n d e d  to read:

(c) [THE ORDER O F  T H E  C O M M I S S I O N  S H A L L  D E F I N E  THE B O U N D A R Y  OF THE 

A REA T O  BE IN C LUDED W I T H I N  TH E  UNI T  A R E A  A N D  P R E S C R I B E  W I T H  R E A S O N A B L E  

DE T A I L  T H E  PLAN OF U N I T I Z A T I O N  A P P L I C A B L E  TO IT.] Each u n i t  and unit 

area may be limited to all or a p o r t i o n  of a s i n g l e  pool. O n l y  so much 

of a pool or pools as h a s  b een d e f i n e d  a n d  d e t e r m i n e d  to be r e a s o n a b l y  

capa b l e  of c o n t r i b u t i n g  to the p r o d u c t i o n  of oil or gas [ P R O D U C T I V E  ON 

THE BASIS O F  I N F O R M A T I O N  A V A I L A B L E  TO T H E  C O M M I S SI O N ]  m a y  be so i n c l u d e d  

w i t h i n  the unit area. A u n i t  m a y  be c r e a t e d  to e m b r a c e  less than the 

w hole of a pool only w h e r e  it is s hown b y  the e v i d e n c e  that the area to 

be so i n c l u d e d  w i t h i n  the unit a r e a  is of a size and s h a p e  as may be 

r e a s o n a b l y  r eq u i r e d  for the s u c c e s s f u l  a n d  e f f i c i e n t  c o n d u c t  of the 

u n i t i z e d  m e t h o d  of o p e r a t i o n  for w h i c h  th e  unit Is cr e a t e d ,  and that the 

cond u c t  of it will h a v e  no 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 pool. The pla n  of u n i t i z a t i o n  for e a c h  uni t  and u n i t  a r e a  shall he 

one s u i t e d  to the n e e d s  and r e q u i r e m e n t s  of the p a r t i c u l a r  unit d e p e n­

dent u p o n  the facts a n d  c o n d i t i o n s  f o u n d  to e x i s t  w i t h  r e s p e c t  to it.

In a d d i t i o n  to o ther terms, p r o v i s i o n s ,  c o n d i t i o n s  and r e q u i r e m e n t s  

f ound b y  the c o m m i s s i o n  to be 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 arry 

out the p u r p o s e  of t hi s  chapter, and s u b j e 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 section, e a c h  p l a n  of u n i t i z a t i o n  shall c o n t a i n  fair, r e a s o n a b l e
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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 unit a r e a  for th e r e c o v e r y  of 

o il and gas f r o m  the pool a f f e c t e d ;  u n d e r  such a plan t h e  ac t u a l 

o p e r a t i o n s  w i t h i n  t h e  uni t  a r e a  may b e  c a r r i e d  on in w h o l e  or in p a r t  by 

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

as the u n i t  o p e r a t o r  s u b j e c t  to the s u p e r v i s i o n  and d i r e c t i o n  of 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  or e x p e d i e n t ;  the d e s i g n a­

tion of th e unit o p e r a t o r  s h a l l  be b y  vote of the l e s s e e s  in the un i t  in 

a m a n n e r  p r o v i d e d  in the p l a n  of u n i t i z a t i o n  a n d  not b y  the c o m m i s s i o n ;

(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 t he  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 uni t  p r o d u c t i o n ,  a mong a n d  to t h e  s e v e r a l 

s e p a r a t e l y  o wn e d  tr a c t s  w i t h i n  the u n i t  area s uch 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 or b e n e f i t  by the 

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

i n s t e a d  thereof, t h e i r  fair, e q u i t a b l e  and 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  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 ,  and r e a s o n a b l e  s h a r e  of t he  unit p r o d u c t i o n  s h a l l  be m e a s u r e d  

b y  the v a l u e  of e a c h  suc h  t r a c t  for oil and gas p u r p o s e s  and 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  of o t h e r  

tr a 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 ,  the q u a n t i t y  of oil an 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 ,  it s  p r o b a b l e  

p r o d u c t i v i t y  of oi l  and gas in the a b s e n c e  of unit o p e r a t i o n s ,  the 

b u r d e n  of o p e r a t i o n s  to w h i c h  the t r a c t  w i l l  or is l i k e l y  to b e  s u b­

jec t e d ,  or so m a n y  of t h e s e  f a c t o r s ,  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

ing, 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  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 use d  i n  this 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 uni t a r e a  f r o m  t h e  e f f e c t i v e  d a t e  

of th e  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  or a p p r o v i n g  t h e  u n i t  r e g a r d l e s s
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of the well or tract w i t h i n  the unit area fro m  w h i c h  the sam e  is 

p r o d u c e d ;

(3) the m a n n e r  in w h i c h  the unit a n d  the further d e v e l o p m e n t  

an d  o p e r a t i o n  of the uni t  area shall or ma y  be f i n a n c e d  and the basis, 

t e r m s  and c o n di t i o n s  on w hich the cost and e x p e n s e  of it s hall be 

a p p o r t i o n e d  among an d  a s s e s s e d  agai n s t  the t r a c t s  and i n t er e s t s  made 

c h a r g e a b l e  w i t h  it, i n c l u d i n g  a d e ta 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 charges and c r e d i t s  incident to such o p e r a t i o n s ;  upon t er m s  and 

c o n d i t i o n s  as to time and rate of interest as m a y  be fair to all 

c once r n ed ,  r e a s o n a b l e  p r o v i s i o n  shall be m a d e  in the plan of u n i t i z a t i o n  

for c a r r y i n g  or o t h e r w i s e  f inancing lessees w h o  are unable to p r o m p t l y  

meet their financial o b l i g a t i o n s  in c o n n e c t i o n  w ith the unit;

( M  the p r o c e d u r e  and basis upo n  w h i c h  wells, e q u i p m e n t  and 

o t h e r  proper t i e s  of the several lessees w i t h i n  the unit a r e a  are to be 

t a k e n  over and used for unit operations, i n c l u d i n g  the m e t h o d  of 

a r r i v i n g  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 i z i n g  or a d j u s t i n g  the inves t m en t  of the seve r a l  less e e s  in the 

p r o j e c t  as of the e f f e c t i v e  date of unit 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  general 

o v e r a l l  m a n a g e m e n t  an d  control of the unit a n d  the conduct, of its 

b u s i n e s s  an d  affairs and the o p e ra t i o n s  c a r r i e d  on by it, t o g e t h e r  w i t h  

the c r e a t i o n  or d e s i g n a t i o n  of other s u b c o m m i t t e e s ,  boards or o f f i c e r s  

to f u n c ti o n  under 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 may lie 

nece s s a ry ,  proper 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  of the unit, 

d e f i n i n g  the powers an d duties of a^i the c o m m i t t e e s ,  b o a r d s  and 

officers, and p r e s c r i b i n g  their tenure a n d  t i m e  and m e t h o d  for their 

s e l e c t i o n ;

(6) the ef f e c t i v e  d ate of [TIME W H EN ]  the p l a n  of u n i t i z a t i o n  

[BECOMES EFFECT I V E ] ;
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(7) the tim e  w h e n  and the c o n d it i o n s  under w h i c h  and the 

m e t h o d  hy w h i c h  the unit shall or ma y  be d i s s o lv e d  and its affa i r s  w o u n d  

u p .

* Sec-. 13. AS 3 1 . 0 3 . 1 1 0( f )  is a m e n d ed  to read:

(f) F r o m  the e f f e c t i v e  date of an order of the c o m m i s s i o n  c r e a t i n g  

a unit and p r e s c r i b i n g  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 it, or of 

a n  order of the c o m m i s s i o n  a p p r o v i n g  a unit, the o p e r a t i o n  of a w e l l  

p r o d u c i n g  from the pool or p o r t i o n  of it wit h i n  the uni t  a r e a  d e f i n e d  in 

the order hy p e rs o n s  other than the unit or persons a c t i n g  under its 

a u t h o r i t y  or e x c e p t  in the m a n n e r  and to the extent p r o v i d e d  in the plan 

of u n i t i z a t i o n  is un l a w f u l  and is prohibited.

* Sec. 14. AS 3 1 . 0 5 . 110(p) is a m e nd e d  to read:

(p) An a l i q u o t  of unit p r o d u c t i o n  may be u n d e r l i f t e d  or o v e r l i f t e d

f ro m  a unit 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 1 8 . 0 5 . 1 8 0  [AS 3 8 . 0 5 . -  

I H O (in)1 o n l y  when it does not create waste, except the e o m m i s s i o n  

[C O M M I S S I O N E R ] m a y  permit u n d e r l i f t i n g  or o v e r l i f t i n g  f o r  t e m p o r a r y  

pe 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 i n 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 an 

i n t e re s t  o w n e r ' s  p r o d u c t i o n  di s posal system. U n d e r l i f t e d  oil may he 

r e c o v e r e d  hy an in t e r e s t  o w n er  or r o y a l t y  o wn e r  at a d a i l y  rate not to

e x c e e d  10 p e r ce n t  of his w o r k i n g  or roya lt y  interest s h a r e  of d a i l y

p r o d u c t i o n  at the time of u n d e r l i f t  recovery. This s u b s e c t i o n  a p p l i e s  to 

a l l  units c r e a t e d  a f t e r  J une 30, 1978.

* Sec. 15. AS 3 1 . 0 5 . 110(q) is a m e n d e d  to read:

(q) S u b s e c t i o n s  ( b ) , (c), an d  (e) - (p) of this [THIS] s e c t i o n  

a p p l y  [APPLIES] to all i n v o l u n t a r y  units formed in the state. S u b­

secti o n s  ( a ) , (c) an d  (e) - (p) [(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  formed in the s t a te  and to a [ V O L U N T A R Y  C O O P E R A T I V E  

OR] uni 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 n t o  in a c c o r d a n c e  

w i t h  AS 3 8 . 0 5 . 1 8 0  [AS 3 8 . 0 5 . 1 8 0 ( p ) ].
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* Sec. 16. AS 3 1 . 0 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 1 . 0 5 . 1 1 2 .  L I M I T A T I O N S  O N  I N V O L U N T A R Y  U N I T I Z A T I O N .  (a) T h e  

c o m m i s s i o n  m a y  n o t  o r d er  i n v o l u n t a r y  u n i t i z a t i o n  of l and l e a s e d  by the 

s t a t e  u nder AS 3 8 . 0 5 . 1 8 0  u n l e s s

(1) the c o m m i s s i o n  m a k e s  w r i t t e n  f i n d i n g s  that w a s t e  w o u l d  

o c c u r  and c o r r e l a t i v e  rights w o u l d  be v i o l a t e d  if the unit is not o r ­

dere d ;  and

(2) t h e  c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  c o n s e n t s  in w r i t i n g  

to the i n v o l u n t a r y  u n i t i z a t i o n  order.

(b) T h e  i n t e r e s t s  of a lessee in a u n i t  a r e a  m a y  not be s u b j e c t e d

to a unit a g r e e m e n t  u nder AS 3 1 . 0 5 . 1 1 0  if the unit a g r e e m e n t  a l l o c a t e s

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

s o l e l y  on the s u r f a c e  a c r e a g e  of the s e p a r a t e  t r a c t s  w i t h i n  the u nit

a r e a .

* Sec. 17. AS 3 1 . 0 5 . 1 7 0 ( 9 )  is a m e n d e d  to read:

(9) " p o o l "  m e a n s  an 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  [, O R  

APl’RAR I N C  T O  C O N T A I N , ]  a c o m m o n  a c c u m u l a t i o n  of o il  or g a s ; each [.

KAC1I ] zone of a g e n e r a l  s t r u c t u r e  w h i c h  is c o m p l e t e l y  s e p a r a t e d  f r o m  a n y

o t h e r  zone in the s t r u c t u r e  is c o v e r e d  b y  the t e r m  "pool";

* Sec. 18. AS 3 1 . 0 5 . 1 7 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(16) " u n i t "  or " u n i t i z a t i o n "  o r  " p l a n  of u n i t i z a t i o n "  m e a n s  an 

a g r e e m e n t  or p l a n  of d e v e l o p m e n t  an d  o p e r a t i o n  for the r e c o v e r y  of o i l  

or gas fro m l e a s e s  w h e r e  the l e a s e s  are o p e r a t e d  as a s i n g l e  c o n s o l i­

da t e d  e n t i t y  w i t h o u t  r e g a r d  to s e p a r a t e  o w n e r s h i p s ,  for w h i c h  an a l l o c a ­

tio n  of c o s t s a n d  b e n e f i t s  is d e f i n e d  in the a g r e e m e n t  or plan;

(15) " u n i t  a r e a "  or " u n i t i z e d  a r e a "  m e a n s  the lan d  s u b j e c t  to

a uni t .

* Sec. 19. S e c t i o n s  1 - 6  a n d  10 - 18 of t h i s  A c t  a r e  r e t r o a c t i v e  to 

D e c e m b e r  1, 1979, a n d  a p p l y  to the e x t e n t  c o n s t i t u t i o n a l l y  p e r m i s s i b l e  t o  al l
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e a s e s  e n t e r e d  int o  b y  t h e  s t a t e  and all u n i t s  c r e a t e d  u n d e r  AS 3 8 . 0 5  or

S 3 1 . 0 5  a f t e r  D e c e m b e r  1, 1979.

* Sec. 20. S e c t i o n s  7 - 9 of this Ac t  a r e  r e t r o a c t i v e  to J a n u a r y  1, 1979.

* Sec. 21. T h i s  A c t  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 01.10.

70 ( c) .
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