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O r i g i n a l  sponsors: M c K i n n o n  and C h a t t e r t o n  Offered: 5 / 1 6 / 8 0
Referred: Rules

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

CS FOR S P O N S O R  S U B S T I T U T E  FOR HOUSE BIL L  NO. 800 (Finance)

IN TH E  L E G I S L A T U R E  OF THE S T A T E  OF AL A S KA 

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  SESSION 

A BILL

For an Ac t  entitled: "An Act r e l a t i n g  to oil and gas leases a n d  their u n i t­

ization, to oil and gas c o n s ervation, a n d  to reports of 

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

e f f e c t i v e  d at 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  OF THE  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) The c o m m i s s i o n e r  ma y  include t erms in any oil a n 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 m s  shall be 

m a d e  pu b l i c  be f o r e  the sale, a n d  may include ap 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 eff e c t  in the event the lessee does not f u lf i l l  the 

m i n i m u m  w o r k  c ommitment. 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  prov e n  u n p r o d u c t i v e  b y  actions of the lessee or a d j a c e n t  lease 

h o l ders, or if the lease is part of a uni t  formed u n d e r  this section, 

t he c o m m i s s i o n e r  m a y  set a s i d e  a work c o m m i t m en t .

* Sec. 2. AS 3 8 . 0 5 . 180(m) is amen d e d  to read:

(m) An oil a n d  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  m a y  be for a m a x i m u m  p e r i o d  of 10 years,

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

t h a n  five y ears if he f inds it to be in the best i n t e r e s t s  of the state. 

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

n o t  ex p i re  [SHALL BE A U T O M A T I C A L L Y  E X TENDED]

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

i n  p a y i n g  q u a n t i t i e s  f r o m  the leasej_

(2) [OR] if the lease is c o m m i t t e d  to a u n i t  p l a n  a p p r o v e d  b y
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the c o m m i s s i o n e r  a n d  the lease is e x t e n d e d  u n d e r  (bb) o f  this s e c t i o n ;

(3) if the c o m m i s s i o n e r  finds that the land u n d e r  lease c o n ­

tai n s  t. 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 CH  T H E R E  

IS] a well c a p a b l e  of p r o d u c i n g  oi l  or gas in p a y i n g  q u a n t i t i e s  a n d  

[DOES NOT E X P I R E  B E CAUSE] the l es s e e  f ails to p r o d u c e  o i l  or g a s ^  u n l e s s  

the lessee has b e e n  [IS] a l l o w e d  r e a s o n a b l e  time to p l a c e  the w ell o n  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 s i o n e r  ma y  i n c r e a s e  l ease r e n t a l s  s o  long as t h e  

i n c r e a s e d  r e n t a l  rate doe s  not e x c e e d  130 p e r c e n t  of t h e  r ate for th e  

p r e c e d i n g  yearj_

(4) if [. IF] d r i l l i n g  has c o m m e n c e d  as of [ON] the [ E X P I R A­

TIO N ]  date [OF T H E  P R I M A R Y  T E R M  OF] the lease w o u l d  o t h e r w i s e  e x p i r e  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 g e n c e  on the w e l l  or o n  a n y  o t h e r  w e l l  

on the lease; a [, I N C L U D I N G  SUC 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 ,  

O R  O T H E R  M E A N S  N E C E S S A R Y  T O  R E A C H  T H E  O R I G I N A L L Y  P R O P O S E D  BOT T O M  H O L E  

L O C A T I O N ,  THE] lease 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  90 days a f t e r  c e s s a t i o n  of d r i l l i n g  [HAS 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 gas 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 ; in d e t e r­

m i n i n g  the p e r i o d  of a lease e x t e n s i o n  u n d e r  this p a r a g r a p h ,  a n y  d a y  i n  

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

r e g u l a t i o n  or c o n d i t i o n  a f f e c t i n g  the lease m a y  not be c o u n t e d  in d e t e r ­

m i n i n g  the 9 0 - d a y  e x t e n s i o n  p e r i o d  a l l o w e d  a f t e r  c e s s a t i o n  of d r i l l i n g ;

(5) if. w i t h i n  six m o n t h s  a f t e r  p r o d u c t i o n  c e a s e s  at a n y  t i m e  

o n  a [. AN O I L  A N D  GAS] lease [ I S SU E D  U N D E R  T H I S  S E C T I O N ]  w h i c h  h a s  p r o ­

du c e d  oil or ga s in p a y i n g  q u a n t i t i e s  [IS S U B J E C T  T O  T E R M I N A T I O N  B Y  

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  D O E S  N O T  T E R M I N A T E  IF, W I TH I N  60 D A Y S

A F T E R  P R O D U C T I O N  C EA S E S ] ,  r e w o r k i n g  or d r i l l i n g  o p e r a t i o n s  are c o m m e n c e d  

o n  the land 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  w i t 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  the p e r i o d  of n o n p r o d u c t i o n ; a l e a s e  e x t e n d e d  u n d e r  t h i s
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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  If t h e r e w o r k i n g  or d r i l l i n g  o p e r a t i o n s  

r e s u l t  in p r o d u c t i o n  of oi l  or gas 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  i n  p a y i n g  q u a n t i t i e s ;  or

(6) if t h e  c o m m i s s i o n e r  fi n d s ,  a f t e r  p u b l i c  n o t i c e  a n d  o p p o r­

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

e f f o r t s  m a d e  In g o o d  faith, f ro m  c o n d u c t i n g  d r i l l i n g  o p e r a t i o n s  or f r o m  

p r o d u c i n g ,  t r a n s p o r t i n g  or m a r k e t i n g  oi l  or gas f r o m  th e  lease or f r o m  

c o m p l y i n g  w i t h  a n y  term, c o n d i t i o n  o r  p r o v i s i o n  of t h e  lease, b y  r e a s o n  

of war, ri ot s ,  a c t s  of God, u n u s u a l l y  s e v e r e  w e a t h e r ,  or a n y  o t h e r  

d i r e c t  c a u s e  b e y o n d  the le s s e e ' s  r e a s o n a b l e  a b i l i t y  to f o r e s e e  or c o n­

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

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

j u d i c i a l  d e c i s i o n  or o t h e r  legal a c t i o n ,  no t  th e  r e s u l t  of a c t i o n a b l e  

c o n d u c t  of the l e s s e e ,  w h i c h  is a d i r e c t  c a u s e  in p r e v e n t i n g  the l e s s e e  

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

m a r k e t i n g  oil o r  ga s  f r o m  the le a s e ;  a l ease 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  i n  e f f e c t  b e y o n d  the d ate the l e a s e  w o u l d  o t h e r w i s e  e x ­

p i r e  for a p e r i o d ,  as d e t e r m i n e d  b y  the c o m m i s s i o n e r ,  in w h i c h  the a b i l -  

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

d i t i o n  or p r o v i s i o n  w a s  p r e v e n t e d  if the a b i l i t y  to c o n d u c t  or c o n t i n u e  

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

s i o n  w o u l d  h a v e  h a d  the ef f e c t  of p r e v e n t i n g  t h e  e x p i r a t i o n  of the  l e a s e  

this p a r a g r a p h

(A) d o e s  not i n v a l i d a t e  a n  o b l i g a t i o n  of a le s s e e u n d e r

the lease;

(B) d o e s  not a u t h o r i z e  an e x t e n s i o n  o f  a lease w h e n  t h e

l e s s e e ' s  i n a b i l i t y  to c o n d u c t  d r i l l i n g  o p e r a t i o n s  or to p r o d u c e ,

t r a n s p o r t  o r  m a r k e t  oil or g a s  f r o m  the l e a s e  o r  f r o m  c o m p l y i n g

w i t h  a t erm, c o n d i t i o n  or p r o v i s i o n  of th e  l e a s e  is c a u s e d  b y  a
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lack of f i n a n c i a l  c a p a c i t y  b y  the lessee or the lack of a m a r k e t  

for the oi l or gas f r o m  the lease?

(C) m a y  n o t  be c o n s tr u e d  to

(i) a l l o w  actionable, w r o n g f u l ,  or i l l e g a l  c o n d u c t  

of a lessee to r e s u l t  in e x t e n s i o n  of the lease)

(il) s u s p e n d  the o b l i g a t i o n  of the l e s s e e  to p a y  

re n t a l s  to the sta t e i or

(lii) s u s p e n d  the o b l i g a t i o n  Q f the le s s e e  to p a y  

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

s t a t e  f r o m  u n a f f e c t e d  o p erations or p r o d u c t i o n  o n  the l e a s e .

* Sec. 3. AS 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  ef f i c i e nt  e x p l o ra 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 le a s e d  u n d e r  this section, 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  wells, a n d  to 

c o n s e r v e  [THE] n a t u r a l  r e s o u r c e s  [OF A L L  OR A P ART OF AN O I L  O R  G A S  

POOL, FI E LD ,  O R  L I K E  A R E A ] ,  the lessees [AND T H E I R  R E P R E S E N T A T I V E S ]  ma y  

u n i t e  w i t h  e a c h  o th e r  [, OR J O I N T L Y  O F  S E P A R A T E L Y  WITH O T H E R S , ]  in 

c o l l e c t i v e l y  a d o p t i n g  [OR 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 u n i t  p l a n  

for t h e i r  le a s e s  if [OF D E V E LO P M E N T ,  O K  O P E R A T I O N  OF T H E  P OOL, F I E L D ,  O R  

L I K E  AREA, O R  A P A R T  O F  IT, W H E N  D E T E R M I N E D  AND C E R T I F I E D  BY] th e  co m mi s  

s i o n e r  finds, a fter p u b l i c  n o t i c e  and o p p o r t u n i t y  for p u b l i c  c o m m e n t ,  

tha t  the a d o p t i o n  of a u n i t  p l a n  is [TO BE] 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 public interest. Th e  c o m m i s s i o n e r  may, 

w i t h  the c o n s e n t  of t h e  l e s s e e s  [HOLDERS OF LEAS 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 AB L I S H ,  CHANGE, OR R E V O K E  D R I L L I NG ,  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 ]  o f  state [THE] leases [AND A D O P T  R E G U L A T I O N S

W I T H  R E F E R E N C E  TO T H E  L E A S E S ,  WITH L I K E  C O N S E N T  ON THE P A R T  O F  T H E  

L E S S E E S , ]  i n  c o n n e c t i o n  w i t h  the i n s t i t u t i o n  an d  o p e r a t i o n  of a [ CO O P E R A

T I V E  OR] u n i t  an d for a n y  e x t e n s i o n  of a lease c o n t a i n e d  w i t h i n  a unit
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w h i c h  [PLAN AS] he d e te r m i n e s  nece s s a r y  or proper to secure the [PROPER] 

p r o t e c t i o n  of the public int e r e s t.  Land leased under this s e c ti o n  m a y  

be included in a unit pla n w i t h  land o w n e d  or leased by others if the 

c o m m i s s i o n e r  finds it n e c e s s a r y ,  advisable, or proper, and in the pu b l i c  

i n t e r e s t . T h e  c o m m i s s i o n e r  m a y  require oil and gas leases issued u n de r  

t h i s  section to contain a p r o v i s i o n  r e q u i r i n g  the lessee 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] unit  plan, and he m a y  p r e s c r i b e  a 

p l a n  under w h i c h  the lessee m u s t  operate. A unit [THE] plan m u s t  a d e­

qu a t e l y  prot e ct  all parties in interest, including the s t a t e , a n d  be a c­

ce p t e d  by all part i e s  in i n t erest, i n c l u d i n g  the state. A u nit pla n  

s h a l l  be limi t e d to a r e a s o n a b l y  compact area and incl u d e  all leases 

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  overlie a p o t e n t ia l  h y d r o­

ca r b o n  a c c u m u l a t i o n  or an o i l or gas pool or pools. The  lessees in 

i n t e r e s t  u n d e r a unit p lan f o r m e d  under this section 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 included w i t h i n  the u n i t  area. 

T h e  operator or operators s h a l l  submit to the c o m m i s s i o n e r  a p l a n  of 

o p e r a t i o n  for the unit, and shall submit a c o m p r e h en s i v e  report d e­

scr i b i n g  w o r k  pe r f or m e d  u n d e r  the plan of o p e ration no later tha n  each 

a n n i v e r s a r y  date. The o p e r a t o r  or o p e r a t o r s  may submit rev i s i o n s or

s u p p l e m e n t s  to the plan of o p e r a t i o n  for the unit or to a r e v i s e d  p l a n

of  operation. A plan of o p e r a t i o n  for the unit and a n y  r e v i si o n s  or 

s u p p l e me n t s  to the plan of o p e r a t i o n  or to a revised plan m a y  not take 

e f f e c t  until a p p r o v e d  by the commi s si o n e r .  Approval of the u n i t  p l a n  of 

o p e r a t i o n  by the c o m m i s s i o n e r  does not exempt the o p e r a t o r  f r o m  c o m p l i­

an c e  with  the r e q ui r e m e n t s  o f  AS 3 1 . 0 5 . 0 3 0  and 3 1 . 0 5 . 0 3 5 .

* Sec. 4. AS 38.05.180(q) is amended to read:

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

I N C LUDES LAN D  O W N E D  BY T H E  STATE, MAY] cont 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 PERSON, COMMITTEE, O R  STATE AGENCY,] w i t h  a u t h o r i t y
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to m o d i f y  f r o m  time to t ime the r a t e  of e x p l o r a t i o n  [ 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  u n d e r  the u n i t  p l a n  if the c o m m i s s i o n e r  f i n d s  t hat m o d i f i c a­

ti o n  of  the r a t e  of e x p l o r a t i o n  or d e v e l o p m e n t  is n e c e s s a r y  to p r o t e c t  

the p u b l i c  i n t e r e s t .  A u n i t  p l a n  a u t h o r i z e d  b y  this s e c t i o n  s h a l l  c o n  

t a i n  a p r o v i s i o n  v e s t i n g  th e A l a s k a  Oil 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  

w i t h  a u t h o r i t y  to m o d i f y  f r o m  t i m e  to time, for c o n s e r v a t i o n  p u r p o s e s ,  

[AND] t h e  q u a n t i t y  and r a t e  of p r o d u c t i o n  u n d e r  the p l a n.  A l l  l e a s e s  

o p e r a t e d  u n d e r  a u n i t  p l a n  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  

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  A S  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 P E R A T I V E  OR] u n i t  p l a n s  a r e  in 

a d d i t i o n  to a n d  do not a f f e c t  A S  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 r ead:

(aa) N o t w i t h s t a n d i n g  the r e q u i r e m e n t  o f  a c c e p t a n c e  of a u n i t  p l a n  

by al l  p a r t i e s  in i n t e r e s t  u n d e r  (p) of this s e c t i o n , the c o m m i s s i o n e r  

m a y  a c c e p t ,  o n  b e h a l f  of th e  sta t e ,  a u n i t  p l a n  w h i c h  h a s  n o t  b e e n  

a c c e p t e d  b y  all p a r t i e s  in i n t e r e s t  if he  f i n d s  that the u n i t  p l a n  h a s  

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

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

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

s u b s e c t i o n  d o e s  not b i n d  a p a r t y  in i n t e r e s t  w h i c h  ha s  n o t  c o n s e n t e d  to 

th e  p r o v i s i o n s  of the u n i t  p l a n ,  and is w i t h o u t  p r e j u d i c e  to the 

r i g h t s  of a p a r t y  in i n t e r e s t  w h i c h  has no t  c o n s e n t e d  to th e  u n i t .

(bb) A  s t a t e  l ease i n c l u d e d  in a u n i t  f o r m e d  u n d e r  t his s e c t i o n  doe s 

n o t  e x p i r e  at the en d  of its p r i m a r y  t e r m

(1) if the l ease m e e t s  one of the r e q u i r e m e n t s  set ou t  in (m)

or (gg) o f  this  sectio n i  or

(2) if the c o m m i s s i o n e r ,  a f t e r  p u b l i c  h e a r i n g ,  f i nd s  t h a t

(A) the p u b l i c  i n t e r e s t  w i l l  be  s e r v e d  b y  l e a s e  e x t e n­

sion! a n d
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(B) d r i l l i n g ,  e x p l o r a t i o n ,  or c o n f i r m a t i o n  a c t i v i t i e s  

h a v e  b e e n  a n d  w i l l  b e  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 uni t  a r e a  

u n d e r  a p l a n  of o p e r a t i o n  w h i c h  has b e e n  a p p r o v e d  b y  him.

(cc) When, w i t h i n  a u n i t  f o r m e d  u n d e r  thi s  s e c t i o n ,  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 e t e s  a wel l  

c a p a b l e  of p r o d u c i n g  o i l  or gas in c o m m e r c i a l  q u a n t i t i e s ,  the l e s s e e s  in 

i n t e r e s t  shall, u p o n  r e q u e s t  of the c o m m i s s i o n e r ,  d e l i n e a t e  the b o u n d a r y  

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

s h a l l  be  b a s e d  o n  a n  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  a n d  p e t r o­

l e u m  e n g i n e e r i n g  d a t a ,  a n d  is s u b j e c t  to a p p r o v a l  by the c o m m i s s i o n e r .

(dd) L e s s e e s  m a y  a d o p t  on e  or m o r e  a g r e e m e n t s  to p r o v i d e  f o r  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 a d i s c o v e r e d  o i l  or 

g a s  p o o l  or p o o l s .  W h e n  the le'ssees have  a d o p t e d  an a g r e e m e n t  o r  a g r e e­

m e n t s  u n d e r  this s u b s e c t i o n ,  t h e y  shall s e c u r e  i n t e g r a t i o n  of t h e i r  

i n t e r e s t s  in a c c o r d a n c e  w i t h  AS 3 1 . 0 5 . 1 1 0  w i t h i n  a p a r t i c i p a t i n g  area.

A l 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 state, s h a ll  s i g n  t hese a g r e e­

m e n t s .  If the p a r t i e s  fail or r e f u s e  to v o l u n t a r i 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 ,  the c o m m i s s i o n e r  m a y  d e s i g n a t e  a p a r t i c i p a t i n g  a r e a  a n d  shall 

p e t i t i o n  the A l a s k a  O i l  and 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  A S  31.05.- 

1 1 0  to se c u r e  i n t e g r a t i o n .

(ee) The  o p e r a t o r  or o p e r a t o r s  d e s i g n a t e d  b y  the l e s s e e s  in i n­

t e r e s t  in the p a r t i c i p a t i n g  a r e a  shall s u b m i t  to the c o m m i s s i o n e r  a p l a n  

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

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

t h a n  e a c h  a n n i v e r s a r y  d ate. T h e  o p e r a t o r  or o p e r a t o r s  m a y  s u b m i t  r e v i­

s i o n s  or s u p p l e m e n t s  t o  the p l a n  of o p e r a t i o n  for the p a r t i c i p a t i n g  a r e a  

o r  to a r e v i s e d  p l a n  o f  o p e r a t i o n .  A p l a n  of o p e r a t i o n  for t h e  p a r t i c i­

p a t i n g  area  a n d  a n y  r e v i s i o n s  or s u p p l e m e n t s  to the p l a n  of o p e r a t i o n  or 

to a r e v i s e d  p l a n  m a y  n o t  t ake e f f e c t  u n t i l  a p p r o v e d  b y  the c o m m i s s i o n e r .
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(ff) If a lease in the u n i t  contains a r o y a l t y  p r o v i s i o n  b a s e d  o n  a 

s l i d i n g  s cale f o r m u l a  or r e s e r v e s  to the s t a t e  a s h a r e  of the net p r o­

fits of p r o d u c t i o n  f r o m  the lease, or if one or m o r e  le a s e s  in the unit 

hav e two or mor e  d i f f e r e n t  r o y a l t y  rates or p r o v i s i o n s ,  the unit o p e r a­

tor or o p e r a t o r s  s hall s e c u r e  w r i t t e n  a p p r o v a l  f r o m  the c o m m i s s i o n e r  for

(1) the d i v i s i o n  of i n t e r e s t  or the formula 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  from the unit, and c o s t s  i n c i d e nt  to 

unit o p e r a t i o n s  a m o n g  an d  a s c r i b a b l e  to all s e p a r a t e l y  o w n e d  tracts 

w i t h i n  the unit  area, and (2) a n y  p r o p o s e d  r e v i s i o n  of an a p p r o v ed  

d i v i s i o n  of i n t e r e s t  or the f o r m u l a  for the a p p o r t i o n m e n t  and 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 unit 

o p e r a t i o n s  a m o n g  and a s c r i b a b l e  to all s e p a r a t e l y  o w n e d  tracts w i t h i n  

the u n i t  area. T h e  uni t  o p e r a t o r  or o p e r a t o r s  shall s e c u r e  the w r i t t e n  

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

d i v i s i o n  of i n t e r e s t  or th e  f o r m u l a for the a p p o r t i o n m e n t  and 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 unit 

o p e r a t i o n s .  W h e n  r e q u e s t e d  by  the c o m m i s s i o ne r ,  the u n i t  o p e r a t o r  or 

o p e r a t o r s  shall p r o m p t l y  f i l e  w i t h  the c o m m i s s i o n e r  all data w h i c h  

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

the a p p o r t i o n m e n t  an 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  fro m  the unit, 

a n d  c o s t s  i n c i d e n t  to u n i t  o p e r a t i o n s  a m o n g  and a s c r i b a b l e  to all 

s e p a r a t e l y  o w n e d  tra c t s  w i t h i n  the unit area.

(gg) A lease i n c l u d e d  in a p a r t i c i p a t i n g  a r e a  does not e xp i r e  as 

long as oil 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 as long as 

the o p e r a t o r  or o p e r a t o r s  c o n d u c t  o p e r a t i o n s  in a p a r t i c i p a t i n g  a r e a  

u n d e r  a p l a n  of o p e r a t i o n  a p p r o v e d  by the c o m m i s s i o n e r .

(hh) A l e a s e  or p o r t i o n  of a lease w h i c h  is not  in c l u d e d  in a p a r ­

t i c i p a t i n g  a r e a  is not a f f e c t e d  by o p e r a t i o n s  in the p a r t i c i p a t i n g  area. 

A l e a s e  or p o r t i o n  of a l e a s e  w h i c h  is e l i m i n a t e d  b y  c o n t r a c t i o n  of the
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unit area u n d e r  (ii) of this s e c t i o n  remains s u b j e c t  to the terms and 

c o n d i t i o n s  of the o r i g i n a l  lease and any m o d i f i c a t i o n  of the terras and 

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

of any other p o r t i o n  of the leased area or by o p e r a t i o n s  in a unit. 

Ho w e v e r ,  the c o m m i s s i o n e r  m a y  ex t e n d  a lease w i t h  an aliquot part i n­

clu d e d  in a p a r t i c i p a t i n g  a r e a  for not mor e  than three years b e y o n d  the 

dat e  it w o u l d  o t h e r w i s e  expire, at w h i c h  time the p o r t i o n  of the lease 

w h i c h  is not i n c l u d e d  w i t h i n  an a p pr o v e d  p a r t i c i p a t i n g  area shall be 

s u r r e n d e r e d  un l e s s e x t e n d e d  u nder (bb) of this section.

(ii) The c o m m i s s i o n e r  may, after notice and o p p o r t u n i t y  for comment 

by  lessees a f f e c t e d  b y  a p r o p o s e d  ch a n g e  in the b o u n d a r y  of a unit, 

r e q u i re  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 the unit to incl u d e  

and r e a s o n a b l y  p r o t e c t  o n l y  the land capable of c o n t r i b u t i n g  to the p r o­

duc t i o n  of oil or gas in c o m m e r c i a l  quantities.

(jj) The c o m m i s s i o n e r  shall r e v i e w  and a p p r o v e  all plans of o p e r a­

tion, the 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  areas, an d  o ther a c­

tions a f f e c t i n g  th e  lease int e r e s t s  of the s ta t e  u n d e r  a unit, w h e t h e r  

formed v o l u n t a r i l y  or by o r d e r  of the Al a s k a  Oil 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  u nder AS 3 1 . 0 5 . 1 1 0 . A requ e s t  for a p p r o v a l  of a d e t e r m i n a­

tion, 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  the in t e r e s t  of a state lease 

i n c l ud e d  in a u nit s h a l l be s u b m it t e d  to the c o m m i s s i o n e r  and shall be 

s u p p o r t e d  by c o p i e s  of all data n e c e s s a r y  for the c o m m i s s i o n e r  to m a k e  

an informed 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  (1) that a c t i o n  

a f f e c t i n g  the i n t e r e s t  of a state lease has b e e n  u n d e r t a k e n  or w i t h h e l d  

w i t h o u t  his c o n s e n t,  (2) t h a t  a lessee has f a i l e d  to c o m p l y  w ith the a p­

pro v e d  terms of a n y  a g r e e m e n t  or h a s failed to c o m p l y  w i t h  a term, c o n­

di t i o n  or p r o v i s i o n  of the lease, or (3) that s t a t e  land h a s  not b e e n  

a l l o c a t e d  an e q u i t a b l e  s h a r e  of p r o d u c t i o n  f r o m  the unit or an e q u i t a b l e  

share of costs i n c u r r e d  b y  uni t  operat i o n s , the c o m m i s s i o n e r  shall
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n o t i f y  the uni t o p e r a t o r  a n d  l e s s e e s  of hi s  d e t e r m i n a t i o n ,  a n d  s p e c i f y  

the r e m e d i a l  a c t i o n  w h i c h  is n e c e s s a r y .  The  c o m m i s s i o n e r  s h a l l  p r o v i d e  

th e  u n i t  o p e r a t o r  or l e s s e e  a r e a s o n a b l e  o p p o r t u n i t y  to tak e  the 

r e m e d i a l  a c t i o n  s p e c i f i e d .  If the r e m e d i a l  a c t i o n  s p e c i f i e d  is no t 

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

h e a r i n g  to the u n i t  o p e r a t o r  an d  all l e s s e e s  w h o  m a y  be a f f e c t e d  by h i s  

d e t e r m i n a t i o n  that r e m e d i a l  a c t i o n  is n e c e s s a r y ,  th e  c o m m i s s i o n e r  m a y  

d e t e r m i n e  that the u n i t  or a n y  lease s u b j e c t  to t h e  u n i t  is in d e f a u l t .  

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

uni t as to all s t a t e  leases w i t h i n  th e  unit, or m a y  t e r m i n a t e  the u n i t  

as to an y  s tate l e a s e  or l e a s e s  w h i c h  ar e  s u b j e c t  to the u ni t ,  a n d  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  the l e as e  in the s a m e  m a n n e r  as if 

the lan d  ha d  n e v e r  b e e n  s u b j e c t  to t h e  unit.

(kk) A u nit p l a n  for the e x p l o r a t i o n  of 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 for the d e v e l o p m e n t  or o p e r a t i o n  of an oil o r  gas p oo l  

or pools, w h i c h  h a s  b e 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 ,  d oes n o t  v i o l a t e  

an y  s t a t u t e  of the s t a t e  p r o h i b i t i n g  m o n o p o l i e s  or 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  or c o n s p i r a c i e s  in r e s t r a i n t  of 

t r a d e  or c o m m e r c e .

(11) In this s e c t io n ,

(1) " a n n i v e r s a r y  d a t e "  m e a n s  that d a t e  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 the dat e  of a p p r o v a l  of the f i r s t  p l a n  of o p e r a t i o n  for a 

uni t or a p a r t i c i p a t i n g  areai

(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  the c osts of d r i l l i n g ,  d e v e l o p m e n t ,  p r o d u c 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 ,  w i t h  a r e a s o n a b l e  p r o f i t  to l e s s e es ;

(3) " p a r t i c i p a t i n g  a r e a "  m e a n s  a n  a r e a  r e a s o n a b l y  p r o v e n ,  by 

s u b s u r f a c e  d a t a  d e r i v e d  f r o m  d r i l l i n g ,  p r o d u c t i o n ,  a n d  o t h e r  g e o l o 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 o v e r l i e  a n  oil or gas p o o l  or p o o l s
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c a p a b l e  of p r o d u c t i o n  of oil or gas in c o m m e r c i a l  q u a n t i t i e s ;

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

(A) a s c h e d u l e  of the a p p r o x i m a t e  dates, l o c a t i o n s  a n d  

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

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

a rea or in a p a r t i c i p a t i n g  area; a n d

(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  e f f e c t s  t h a t  w o u l d  

o c c u r  o n  s u r f a c e  lands an d  w a t e r s  f r o m  p r o p o s e d  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  a n y  a d v e r s e  e f f e c t s ;

(5) " 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  a c o m m o n  

a c c u m u l a t i o n  of oil or gas; e a c h  z o n e  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  z one in the s t r u c t u r e  is c o v e r e d  b y  

th e  t e r m  " p o o l " ;

(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  

o r  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  is l i k e l y  to h a v e  the n e c e s­

sa 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  a n d  p r e v e n t  t h e e s c a p e  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 u f f i c i e n t  to y i e l d  a r e t u r n  

in ex c e s s  of o p e r a t i n g  costs, e v e n  if d r i l l i n g  a n d  e q u i p m e n t  c os t s  m a y  

n e v e r be r e p a i d  and 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 loss; q u 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  c o s t s  u n l e s s  t h o s e  q u a n t i t i e s ,  less the costs o f  

t r a n s p o r t a t i o n  and m a r k e t i n g ,  w i l l  p r o d u c e  s u f f i c i e n t  r e v e n u e  to i n d u c e  

a p r u d e n t  o p e r a t o r  to p r o d u c e  a n d  m a r k e t  t h o s e  q u a n t i t i e s ;

(8) " u n i t  a r e a "  o r  " u n i t i z e d  a r e a "  m e a n s  the l a n d  s u b j e c t  to 

a uni t  p l a n ;

(9) " u n i t  p l a n "  o r  " u n i t "  m e a n s  an a g r e e m e n t  p r o v i d i n g  f o r  

the u n i t i z e d  m a n a g e m e n t  of l e a s e s  o v e r l y i n g  a p o t e n t i a l  h y d r o c a r b o n
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a c c u m u l a t i o n  or an oil or gas pool or pools, in w h i c h  s e p a r a t e  leases 

s u b j e c t  to the p l a n  are exp l o r e d , d e v e l o p e d  a n d o p e r a t e d  as a s i ng l e  

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  r e g a r d  to s e p a r a t e  o w n e r s h i p ;  the term 

i n c l u d e s  a l l o c a t i o n s  of h y d r o c a r b o n s  p r o d u c e d  fro 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 plans of o p e r a t i o n  of the uni t  

a r e a .

* Sec. 6. AS 3 1 . 0 5 . 0 2 7  is a m e n d e d  to read:

Sec. 3 1.05.027. A P PL I C A T I O N .  The a u 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 state 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 appl i e s  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

dic t i o n  of the U n i t e d  S t a t e s  onl y  to the e x t e n t  that control and s u p e r­

vis i o n  of c o n s e r v a t i o n  of oil and gas and p r e v e n t i o n  of w a s t e  by the 

U n i t e d  States o n  its land fails to c a rr y  out the intent and p u r p o s e s  of 

this chapter, and o t h e r w i s e  applies to federal land so far as an o f f i c e r  

of the Un i t e d  S t a t e s  h a v i n g  j u r i s d i ct i o n ,  or h i s a u t h o r i z e d  r e p r e s e n t a­

tive, shall a p p r o v e  any of the p r o v i s i o n s  of this c h a p t e r  or o r d e r s  of 

the c o m m i s s i o n  w h i c h  af 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 ALL 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  

PLAN O F  D E V E L O P M E N T  OR O P E R A T I O N  E N T E R E D  I N T O  IN A C C O R D A N C E  WITH AS 38.- 

0 5 . 1 8 0 ( m ) .]

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

(c) The repo r ts  and 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 hall be kept 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 30-day f i l i n g  

p e r i o d  unless the o w n e r  of the well gives w r i t t e n  p e r m i s s i o n  to 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 ts  and i n f o r m a t i o n  at an e a r l i e r  date. H o w ­

ever. if (1) [IF T H E  C O M M I S S I O N E R  FINDS T H A T )  the r e q u i r e d  r e p o r ts  a n d

i n f o r m a t i o n  w e r e  d e r i v e d  f r o m  a w e l l  d r i l l e d  w i t h i n  18 m i l e s  of u n­

le a s e d  land w h i c h  has b e e n  s c h e d u l e d  for an oil a n d  gas lease s a l e

a n d  for w h i c h  n o t i c e  of the sale h a s  b e e n  g i v e n  u n d e r  AS 3 8 . 0 5 . 3 4 5  or
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u nder the n ot i c e  p r o v i s i o n  of sec. 205(a) of the O u t e r  C o n t i n e n t a l  S h e l f  

Lands Act A m e n d m e n t s  of 1978, P.L. 95-372 (43 U.S.C. sec. 1 3 3 7 ( a ) ( 8 ) ) ,

(2) the s a l e  Is not h e l d  on the d a t e  s p e c i f i e d  in the no t ic e  of s a l e  

g i v e n  u n d e r  AS 3 8 . 05 . 3 4 5  or under the n o t i c e  p r o v i s i o n  of sec. 205( a )  of 

the O u t e r  C o n t i n e n t a l  S h e l f  Lands Act A m e n d m e n t s  of 1978, P.L. 9 5 - 3 7 2  

(43 U.S.C. sec. 133 7 (a ) ( 8 ) ) ,  and (3) the c o m m i s s i o n e r  of natu r al  r e ­

sources d e t e r m i n e s  in w r i t i n g  that e x t e n s i o n  of the p e r i o d  of c o n f i d e n­

tiality is in the best interests of the state, the c o m m i s s i o n e r  of 

natu r a l  re s o u r c e s  shall requ e s t  the c o m m i s s i o n  to [ CO 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 TI N G  TO T H E  V A L U A T I O N  OF U N L E A S E D  L AND IN THE  S A M E  

VIC I N I T Y,  HE SHALL] keep the r e p o r t s  and i n f o r m a t i o n  c o n f i d e n t i a l  u n t i l  

the sale is a c t u a l l y  h e l d  or for a total of not m o r e  tha n  48 m o n t h s  

be y on d  the 30-day fi l i ng  period, w h i c h e v e r  occurs earlier. If the p e r i o d  

of c o n f i d e n t i a l i t y  is e x t e n d e d  u n d e r  this su b s e c t i o n,  [ R E A S O N A B L E  T I M E  

A F T E R  T H E  D I S P O S I T I O N  OF A L L  A F F E C T E D  U N L E A S E D  LAND, UNLESS] the o w n e r  

of the w e l l  may give [GIVES] w r i t t e n  p e r m i s s i o n  to the c o m m i s s i o n  to 

rele a s e  th e  reports and i n f o r m a t i o n  at an e a r l i e r  date. Well l o c a t i o n ,  

depth, s t a t u s  and p r o d u c t i o n  data and p r o d u c t i o n  reports r e q u i r e d  b y  the 

c o m m i s s i o n  to be filed s u b s e q u e n t  to the 30-day filing pe r i od  s h a l l  be 

c o n s i d e r e d  public i n f o r m a t i o n  a n d  m a y  [SHALL] not be c l a s s i f i e d  c o n f i­

dential. P r o d u c t i o n  data, as u s e d  in this s u b s e ction, m e a n s  v o l u m e ,  

g r a v i t y  a nd  gas-oil r atio of all p r o d u c t i o n  of oil or gas a fter th e  w e l l  

begins r e g u l a r  p r o d u ction.

* Sec. 8. A S  3 1 .05.035 is amended by add i ng  a new s u b s e c t i o n  to read:

(e) Reports a n d  i n f o r m a t i o n  on s tate land kept c o n f i d e n t i a l  u n d e r  

this s e c t i o n  may be e x a m i n e d  by persons d e s i g n a t e d  by the c o m m i s s i o n e r  

of n a t u r a l  r e s ources who are e m p l o y e e s  of the s tate if an 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 s t a t e' s  r e ­

sources. A person a u t h o r i z e d  to exami n e  a report or i n f o r m a t i o n  u n d e r
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thi s s u b s e c t i o n  s h a l l  k e e p  the m a t e r i a l  w h i c h  he 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 this s u b s e c t i o n ,  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 hat has s t a t e w i d e  or g e n e r a l  a p p l i c a t i o n  

s h a l l  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  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  

(AS 44.62), A n y  a c t i o n  b y  the c o m m i s s i o n  u n d e r  t h i s  c h a p t e r  tha t  h a s  

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  no t  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  a n  e x c e p t i o n  f r o m  th e 

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 ,  th e c o m m i s s i o n  s h a l l  

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  WIT 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  T O  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  a n d  a n  

o p p o r t u n i t y  to be h e a 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 e n s u r e  [ I N­

SURE] 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 and  gas, a n d  to p r o t e c t  th e 

c o r r e l a t i v e  r i g h t s  of p e r s o n s  o w n i n g  i n t e r e s t s  in the t r a c t s  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 ,  and o p e r a t i o n  of s u c h  t r a c t s  

of land as a u n i t .  T h e  c o m m i s s i o n  s h a l l

(1) r e v i e w  all u n i t s w h i c h  a r e  f o r m e d  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  for m e d  u n d e r  AS 3 8 . 0 5 . 18 0 ,  b e f o r e  oil or g a s  is p r o d u c e d  u n d e r  th e  

t e r m s  of the u n i t  a g r e e m e n t ;

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

s u b s e c tion if 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  tha t  w a s t e  w i l l  n o t  

o c c u r  and c o r r e l a t i v e  ri g h t s  a r e  p r o t e c t 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 R ­

ITY, AND IT IS ITS D U T Y  T O  M A K E  AN D  E N F O R C E  O R D E R S  AN 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  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 ] .
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* 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  o i l  or g a s 

p o o l  h a v e  not a g r e e d  to I n t e g r a t e  t h e i r  in 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 OR W I T H  THE C O M M I S S I O N  AND A F T E R  N O T I C E  A N D  H E A R I N G ,

A L L  T.N 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  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  o n  its o w n  

m o t i o n  or on p e t i t i o n  of a n o t h e r  p a r t y ,  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 a k e s  w r i t t e n  f i n d i n g s , a f t e r  n o t i c e  and  p u b l i c  h e a r i n g ,  

[FINDS] tha t  [(1)] the u n i t i z e d  m a n a g e m e n t ,  o p e r a t i o n  a n d  f u r t h e r  d e­

v e l o p m e n t  of a pool or pools or a n y  p o r t i o n  of a p o o l  or p o o l s  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 p r e v e n t  waste, m a x i m i z e  u l t i m a t e  r e c o v e r y  a n d  

p r o t e c t  c o r r e l a t i v e  rights. W h e n  the c o m m i s s i o n  m a k e s  a n  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 i o n  [ E F F E C T I V E L Y  C A R R Y  O N  P R E S S U R E  C O N T R O L ,  P R E S S U R E -  

M A I N T E N A N C E  O R  R E P R E S S U R I N G  O P E R A T I O N S ,  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

ING O P E R A T I O N S ,  OR A N Y  C O M B I N A T I O N  O F  THESE, OR  A N Y  O T H E R  F O R M  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 SE  T H E  U L T I M A T E  R E C O V E R Y  O F  O I L  

A N D  G A S  F R O M  T H E  POOL; (2) O N E  O R  M O R E  OF T H 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  POOL OR P O R T I O N  OF IT IS F E A S I B L E ,  A N D  W I L L  

P R E V E N T  W A S T E  A N D  W I L L  WITH R E A S O N A B L E  P R O B A B I L I T Y  R E S U L T  I N  T H E  I N­

C R E A S E D  R E C O V E R Y  O F  S U B S T A N T I A L L Y  M O R E  OIL A N D  G A S  F R O M  T H E  P O O L  T H A N  

W O U L D  O T H E R W I S E  BE R E C O V E R E D ;  (3) T H E  E S T I M A T E D  A D D I T I O N A L  C O S T ,  IF  ANY, 

O F  C O N D U C T I N G  S UCH O P E R A T I O N S  W I L L  N O T  E X C E E D  T H E  V A L U E  O F  T H E  A D D I T I O N A L  

O I L  A N D  GAS  SO R E C O V E R E D ;  A N D  (4) T H E  U N I T I Z A T I O N  A N D  A D O P T I O N  O F  O N E  OR 

M O R E  O F  T H 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  IS FO R  T H E  C O M M O N  G O O D ] ,  it 

s h a l l  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  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  and p r o v i d e  [ P R O V I DI 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 p ool or p o o l s  or p o r t i o n  of the p o o l  or p o o l s  [IT] d e s c r i b e d  

in t h e  order, u p o n  the terms a n d  c o n d i t i o n s ,  as m a y  be s h o w n  b y  the 

e v i d e n c e  to be fair, r e a s o n a b l e ,  e qu i t a b l e ,  a n d  w h i c h  ar e  n e c e s s a r y  or
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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  rights and o b l i g a­

tions of the several p e r s o n s a f f e c t e d ,  inc l u d i n g r o y a l t y owner, own e r s  

of o v e r r i d i n g  royal t i e s , owners of n e t  profit s h ar e  interests, oil and 

gas p a y m e n ts ,  c a r r i e d  interests, m o r t g a g e s ,  lien c l a i m a n ts  and others, 

as w ell as the lessees. The p e t i t i o n  shall 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  of it attached, shall allege the 

e x i s t e n c e  of the facts required to be found 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  [PARAGRAPH] a n d  s h a l l  have 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 are a  and 

w h i c h  the p e t i t i o n e r  considers to b e  fair, r e a s o n a b l e  and e q u i t a b le .

T h 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 i n c l u de d  w i t h i n  the 

u n i t  a r e a  an d  p r e s c r i b e  with r e a s o n a b l e  detail 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 . 0 5 . 1 1 0 (c )  is a m e n d e d  to read:

(c) [THE O R D E R  OF THE C O M M I S S I O N  SHALL D EF I N E  THE B O U N D AR Y  O F  T H E  

A R E A  TO  BE IN C L U D E D  W I T H I N  THE U N I T  AREA  AND P R E S C R I B E  WITH R E A S O N A B L E  

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

are a m a y  be l i m i t e d to all or a p o r t i o n  of a si n g l e  pool. O n l y  so m u c h  

of a p ool or pools as has been d e f i n e d  and d e t e r m i n e d  to be r e a s o n a b l y  

c a p a 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 UC T I V E  ON 

T H E  B AS I S  O F  I N F O R M A T I O N  A V A I L A B L E  T O  THE C O M M IS S I O N ]  may be so i n c l u d e d  

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

w h o l e  of a pool o nly w h e r e  it is s h o w n  by the e v i d e n c e  that the a r e a  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 shape as m a y  be 

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

u n i t i z e d  m e t h o d  of op e r a t i o n  for w h i c h  the uni t is created, and that the 

c o n d u c t  of it w i l l  h a v e  no m a t e r i a l  adverse eff e c t  u p o n  the r e m a i n d e r  of

the p ool. Th e  p l a n  of u n i t i z a t i o n  for each uni t  and unit are a  s h a l l  be
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o n e  suited to the needs 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  u n i t  d e p e n­

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

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

f ound by 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 a r r y 

out the p u r p o s e  of this chapter, a n d  subject to the f u r t h e r  r e q u i r e m e n t s  

of this section, eac h  p l a n  of u n i t i z a t i o n  s hall c o n t a i n  fair, r e a s o n a b l e  

a n d  e q u i t a b l e  p r o v i s i o n s  for

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

further d e v e l o p m e n t  and o p e r a t i o n  of the unit area for the r e c o v e r y  of 

oil and gas fr o m  the pool or p o o l s  affectedi u n d e r  such a p l a n  the 

actual o p e r a t i o n s  w i t h i n  the unit a r e a  may be c a r r i e d  on in w h o l e  or in 

part by the unit itself, or by o n e  or more of the lessees w i t h i n  the 

unit area as the unit 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  

of the unit, d e p e n d e n t  upon  w h a t  is most b e n e f i c i a l  or e x p e d i e n t ;  [THE 

D E S I G N A T I O N  OF] the unit o p e r a t o r  shall be d e s i g n a t e d  by [VOTE OF] the 

lessees in the unit 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  and 

not by the commiss 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 the a p p o r t i o n m e n t  

and a l l o c a t i o n  of the unit p r o d u c t i o n ,  a mong and to the s e v e r a l  s e p a­

rately owned tracts w i t h i n  the u n i t  area w h i c h  [SUCH AS] w i l l  r e a s o n a b l y  

permit a p e r s o n  [PERSONS] o t h e r w i s e  e n ti t l e d  to s hare in or b e n e f i t  b y 

the p r o d u c t i o n  from  the [SUCH] 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 

receive, i n s te a d  of the s hare or b e n e f i t  f r o m  the tracts [ T HEREOF], his  

[THEIR] fair, e q u i t a b l e  and r e a s o n a b l e  share of the unit p r o d u c t i o n  or 

other b e n ef i t s  of it; a s e p a r a t e l y  owned 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  share of the u n i t  p r o d u c t i o n  s hall be m e a s u r e d  b y  the v alue 

of each such tract for oil and gas purposes and its c o n t r i b u t i n g  v a l u e

to the uni t  in r e l a t i o n  to like v a l u e s  of o t h e r  tracts in the unit, 

taking into a c c o u n t acreage, the q u a n t i t y  of oil and gas r e c o v e r a b l e
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f r o m  it, l o c a t i o n  on the s t r u c t u r e ,  its p r o b a b l e  p r o d u c t i v i t y  of oil a n d 

g as in the a b s e n c e  of uni t  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  

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

or s u c h  o ther p e r t i n e n t  e n g i n e e r i n g ,  g e o l o g i c a l  or o p e r a t i n g  f a c t o r s  as 

m a y  be 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 ;  unit p r o d u c t i o n  as tha t 

t e r m  is used in this  c h a p t e r  m e a n s  all oil and gas p r o d u c e d  f r o m  a u n i t  

a r e a  f r o m  the e f f e c t i v e  date of the o r d e r  of the 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  the u n i t  r e g a r d l e s s  of the w e l l  or tract w i t h i n  the u n i t  

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

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

a n d  o p e r a t i o n  of the u nit a r e a  s h a l l  or m a y  be f i n a n c e d  an 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  on w h i c h  t h e  cos t  a n d  e x p e n s e  of it s h a l l  be a p p o r­

t i o n e d  am o n g  a nd  a s s e s s e d  a g a i n s t  the t r a c t s  an 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  it, i n c l u d i n g  a d e t a i l e d  a c c o u n t i n g  p r o c e d u r e  g o v e r n i n g  a l l  

c h a r g e s  and c r e d i t s  i n c i d e n t  t o  s u c h  o p e r a t i o n s ;  u pon t e r m s  and  c o n d i­

ti o n s  as to tim e  a n d  r a t e  of i n t e r e s t  as may be fair 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 hall be m a d e  in the p l a n  of u n i t i z a t i o n  for c a r r y­

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

f i n a n c i a l  o b l i g a t i o n s  in c o n n e c t i o n  w i t h  the unit;

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

o t h e r  p r o p e r t i e s  of the s e v e r a l  l e s s e e s  w i t h i n  the uni t  a r e a  ar e  to be 

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

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 i z­

ing  or a d j u s t i n g  the i n v e s t m e n t  of the s e v e r a l  lessees in the p r o j e c t  as 

of the e f f e c t i v e  da t e  of 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  an o p e r a t i n g  c o m m i t t e e  to h a v e  g e n e r a l  

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

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

sary, p r o p e r  or c o n v e n i e n t  i n  the e f f i c i e n t  m a n a g e m e n t  of the u nit, d e­

fi n i n g  the p o w e r s  a n d  d u t i e s  of all t h e  c o m m i t t e e s ,  b o a r d s  and o f f i c e r s ,  

an d  p r e s c r i b i n g  t he i r  t e n u r e  a n d  t i m e  an d  m e t h o d  for t h e i r  s e l e c t i o n j

(6) the e f f e c t i v e  d a t e  of [TIME WH E N ]  th 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  AND] t h e  c o n d i t i o n s  u n d e r  w h i c h  a n d  the 

m e t h o d  by w h i c h  the u n i t  s h a l l  or m a y  be d i s s o l v e d  [AND ITS A F F A I R S  

W O U N D  U P ] .

* Sec. 13. AS 3 1 . 0 5 . 1 1 0 ( f )  is a m e n d e d  to read:

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

a u n i t  and p r e s c r i b i n g  t h e  p l a n  of u n i t i z a t i o n  a p p l i c a b l e  to it, o r  of 

an o r d e r  of the c o m m i s s i o n  a p p r o v i n g  a unit, the p r o d u c t i o n  of oil or 

gas fro m  [ O P E R A T I O N  OF] 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  O R  P O R T I O N  O F  

IT] w i t h i n  the unit a r e a  d e f i n e d  in th e  o r d e r  by p e r s o n s  o ther t h a n  the 

u nit 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  or e x c e p t  in the m a n n e r  and 

to the e x t e n t  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  is u n l a w f u l  a n d  is 

p r o h i b i t e d .

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

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

f r o m  a unit e s t a b l i s h e d  u n d e r  t his c h a p t e r  or AS 3 8 . 0 5 . 1 8 0  [AS 3 8 . 0 5 . -  

1 80(m)] o n l y  w h e n  it d oes n o t  c r e a t e  wa s te ,  e x c e p t  t h e  c o m m i s s i o n  [ COM­

MI S S I O N E R ]  m a y  p e r m i t  u n d e r l i f t i n g  o r  o v e r l i f t i n g  for t e m p o r a r y  p e r i o d s  

for the p u r p o s e  of a c c o m m o d a t 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 a n  i n te r e s t  

o w n e r ' s  p r o d u c t i o n  d i s p o s a l  s y s t e m . U n d e r l i f t e d  oil m a y  be r e c o v e r e d  by 

an i n t e r e s t  o w n e r  or r o y a l t y  o w n e r  at a d a i l y  r at e  not to e x c e e d  10

p e r c e n t  of h i 6  w o r k i n g  o r  r o y a l t y  i n t e r e s t  s h a r e  of d a i l y  p r o d u c t i o n  at 

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

c r e a t e d  a f t e r  J u n e  30, 1978.
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* 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) - (p) of this [THIS] s e c t i o n  a p p l y  [APPLIES] 

to al l  i n v o l u n t a r y  units formed in the state. S u b s e c t i o n s  (a) a n d  

(e) - (p) [(g) - ( p ) ] of this s e c t i o n  apply to all v o l u n t a r y  u n i t s 

f o r m e d  in the s t a t e  and to a [ V O L U N T A R Y  C O O P E R A T I V E  OR] u n i t  p l a n  [OF 

D E V E L O P M E N T  OR O P E R A T I O N ]  e n t e r e d  into in a c c o r d a n c e  w i t h  AS 3 8 . 0 5 . 1 8 0  

[AS 3 8 . 0 5 . 1 8 0 ( p ) ].

* Sec. 16. AS 3 1 . 0 5  is a m e n d e d  by a d d i n g  n e w  sections to read:

S e c .  31.05.112. 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 IT I Z A T I O N . (a) Th e 

c o m m i s s i o n  may no t  order i n v o l u n t a r y  u n i t i z a t i o n  of land u nl e s s  the 

c o m m i s s i o n  makes w r i t t e n  f i n d i n gs  that waste w o u l d  o c c u r  and c o r r e l a t i v e  

r i g h t s  would be v i o l a t e d  if the u n i t  is not ordered.

(b) The i nt e r e s t s  of a lessee in a unit area m a y  not be s u b j e c t e d  

to a u n i t  a g r e e m e n t  under 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  

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

s o l e l y  on the s u r f a c e  a c r e a g e  of the separate tracts w i t h i n  the uni t  

a r e a .

Sec. 31.05.114. E F F E C T  OF U N I T I Z A T I O N  O N  STATE LEASES. (a) A 

s t a t e  lease e n t e r e d  into u n d e r  AS 38. 0 5 . 18 0  i n c lu d e d  in a unit f o r m e d  

u n d e r  A S  3 1 . 0 5 . 1 1 0  does not e x p i r e  at the end of its p r i m a r y  ter m

(1) if the lease m e e ts  one of the r e q u i r e m e n t s  set out  in 

AS 3 8 . 0 5. 1 8 0 ( m )  o r  ( g g ) ; or

(2) if the c o m m i s s i o n e r  of natural resources, a f t e r  pu b l i c 

h e a r i n g ,  finds that

(A) the p u b l i c  i n t e r e s t  will be served by lease e x t e n­

sion; and

(B) dr i l l i ng ,  e x p l o r a t i o n ,  or c o n f i r m a t i o n  a c t i v i t i e s  

h a v e  been a n d  will be 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 uni t  a r e a  

u nder a p l a n  of o p e r a t i o n  w h i c h  has b e e n  a p p r o v e d  by him.
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(b) At the time of an e x t e n s i o n  of a lease u nder (a)(2) of this 

section, the c o m m i s s io n e r  of natu r a l r e s o u r c e s  may m o d i f y  the terms and 

c o n d i t i o n s of a state lease w h i c h  is i n c l u d e d  in a u n i t  o r d er e d  by the 

c o m m i s s i o n  under AS 3 1 . 0 5. 1 1 0 ( b )  if he d e t e r m i n e s  that m o d i f i c a t i o n  of 

the terms and conditions is 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 t e c t i o n  

of the pu b l i c interest.

* Sec. 17. AS 31.05.170(9) is amen de d  to read:

(9) "pool" m e a n s  an u n d e r g r o u n d  reservoir c o n t a i n i n g  t, OR 

A P P E A R I N G  TO CONTAIN,] a c o m m o n  a c c u m u l a t i o n  of oil or  g a s ; each [.

EACH] zone of a general s t r u c t u r e  w hich 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 ther zone in the s t r u c t u r e  is cove r e d  by the term "pool";

* Sec. 18. AS 31.05.170 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:

(14) "unit" o r  " u n i t i z a t i o n "  or " 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 plan of d e v e l o p m e n t  and o p e r a t i o n  for the r e c o v e r y  of oil 

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

dated e n t i t y  without r e g a r d  to se p arate ow n e rs h i p s ,  fo r  w h i ch  an a l l o c a­

tion of costs and b e n e f i t s  is d e f in e d  in the a g r e e m e n t  or plan;

(15) "unit a r e a "  or " u nitized a r e a "  means th e  land s u b j e c t  to

a unit.

* Sec. 19. AS 45.52.060(b) is amen de d  by a d d i n g  a ne w p a r a g r a p h  to read:

(4) AS 3 8 . 0 5 . 180(kk)

* Sec. 20. Sections 1 - 6  and 10 - 19 of this Act are r e t r o a c t i v e  to

D e c e m b e r  1, 1979, and a pply to the extent 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  to all 

leases e n t e re d  into by the s t a t e  and all u n i t s  created u n d e r  AS 38.05 or

AS 31.05 a f t e r  December 1, 1979.

* Sec. 21. This Act takes ef 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  with AS 0 1 . 1 0 . -

0 7 0 ( c ) .
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