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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

I N  T H E  S E N A T E

Of f e r e d :  5/16/ 8 0
R e f e r r e d :  Rules

BY T H E  R U L E S  C O M M I T T E E  

H O U S E  CS FOR CS FO R  S E N A T E  B I L L  NO. 84 

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

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  S E S S I O N  

A  B I L L

F o r  a n  A c t  enti t l e d :  "An A c t  r e l a t i n g  t o  oil a n d  gas l e a s e s  a n d  t h e i r  u n i t­

ization, to oil a n d  gas c o n s e r v a t i o n ,  a n d  to r e p o r t s of 

oil a n d  gas u n d e r  9 t a t e  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  T H E  S T A T E  OF  ALAS K A:

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

(h) T h e  c o m m i s s i o n e r  m a y  i n c l u d e  t erms in an y  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  o n  the lessee. T h e s e  terms s h a l l  be 

m a d e  p u b l i c  b e f o r e  the sale, a n d  m a y  i n c l u d e  a p p r o p r i a t e  p e n a l t y  p r o­

v i s i o n s  to take e f f e c t  in the e v e n t  the le s s e e does n ot  fulf i l l  the 

m i n i m u m  w o r k  c o m m 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  t h a t  a lease has 

b e e n  p r o v e n  u n p r o d u c t i v e  b y  a c t i o n s  of the les s e e  o r  a d j a c e n t  lease 

h o l d e r s ,  or if the l ease is p a r t  o f  a u nit f o r m e d  u n d e r  this section, 

t h e  c o m m i s s i o n e r  m a y  set a s i d e  a w o r k  c o m m i t m e n t .

* S e c .  2. A S  3 8 . 0 5 . 180(m) is a m e n d e d  to read:

(m) An oil a n d  gas l ease m u s t  cover a r e a s o n a b l y  c o m p a c t  a r e a  not

e x c e e d i n g  5 , 7 6 0  acres, an d  m a y  b e  for a m a x i m u m  p e r i o d  of 10 years,

e x c e p t  th a t  the c o m m i s s i o n e r  m a y  i s s ue  a l ease for a p e r i o d  of not less 

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

H o w e v e r , a n  [AN] oil and gas l e a s e  e n t e r e d  i n t o  u n d e r  this s e c t i o n  does 

n o t  e x p i r e  [SHALL BE A U T O M A T I C A L L Y  E X T E N D E D]

(1) if a n d  for so l o n g  [TH E R E A FT E R ]  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  th e  lease?

(2) [OR] if the l e a s e  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  under (bb) of this section;

(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

tains [. A L E A S E  I S S U E D  U N D E R  THI S S E C T I O N  C O V E R I N G  LAND ON WHICH 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  oil or gas in pa y i n g  q u a n t i t i e s  and 

[DOES NOT EXPIRE B E C AUSE] the lessee fails to p r o d u c e  oil or gas^_ 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 lace the well 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  under this p a r a g r a p h  [. U P O N  

E X T E NS I O N ] ,  the c o m m i s s i o n e r  may i n c r e a s e  lease rentals so long as the 

i n c r e a s e d  rental rat e  does not e x c e e d  150 percent of the rate for the 

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 ce d  as of [ON] the [ E X P I R A­

TION] date [OF T H E  P R I M A R Y  T E R M  OF] the lease w o u l d  ot h e r w i s e  e x p i r e  an d 

is c o n tinued 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 well or on any other we l l  

on the lease; a [, I N C L U D I N G  SUCH 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 THER MEANS N E C E S S A R Y  TO  REACH T H E  O R I G I N A L L Y  P R O P O S E D  BOTTOM HOL E  

L OC A T I O N , THE] l e a s e  e x t e n d e d  u nder 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 CEASED] a n d for so long 

there a f t e r  as oi l  or gas is p r o d u c e d  in p ay 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 nder this p aragraph, any day in 

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 lease 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 may 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  after c e s s a t i o n  of dri 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  cea se 3  at any time 

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

duc 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  TO T E R M I N A T I O N  BY 

R E A S O N  O F  C E S S A T I O N  O F  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  CE A SES], r e w o r k i n g  or d ri 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 and 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 lease e x t e n d e d  u n d e r  thit
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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 the 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  

re s ul t  in p r o d u c t i o n  of oil or gas and for so long t h e r e a f t e r  as o i l  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 ;  or

(6) if 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  n o ti c e  a n d  o p p o r­

tunity for p u b l i c  c o m m e n t ,  that the l es s e e  h a s  bee 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 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  o r  fr 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 or gas f r o m  the lease or f r o m  

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

of war, riots, ac 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 an y  o t h e r  

d i r e ct  cause 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  ca us e d  hy 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 tate 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 ,  o r  by a 

j u d i c i a l  d e c i s i o n  or o t h e r legal acti o n ,  no t  the 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 lessee, w h i c h  is a d ir e c t  c a u s e  in p r e v e n t i n g  th e  lessee 

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 or gas from the lease; a l e a s e  e x t e n d e d  u nder t h i s  p a r a­

graph c o n t i n u e s  in ef f e c t  b e y o n d  the d a t e  the l e as e  w o u l d  o t h e r w i s e  e x­

pire 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  t h e  abil- 

ity 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

di t i o n  or p r o v i s i o n  was 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

sio n  w o u l d  hav e h a d  the e f f e c t  of p r e v e n t i n g  the e x p i r a t i o n  of the lease; 

this p a r a g r a p h

(A) does 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 l e s s e e  u nd e r

the lease;

(B) does not a u t h o r i z e  a n  e x t e n s i o n  of a l e a s e  w h e n  the 

le 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 gas f r o m  the l ease or f r o m  c o m p l y i n g  

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

for th e  oi l  or gas f r o m  the lease;

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

(i) a l l o w  a c t i o n a b l e ,  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 l e s s e e  to r e s u l t  in e x t e n s i o n  of the lease;

(li) 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 pa y

r e n t a l s  to the st a t e ;  or

(ill) s u s p e n d  t h e  o b l i g a t i o n  of the l e s s e e  to pa 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 e r a t i o n s  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 3 . 180(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  an d th e  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 O R  A P A R T  O F  AN O I L  OR G A S  

P O O L , F I E L D , O R  L I K E  A R E A ] ,  the l e s s e e s  [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  [, O R  J O I N T L Y  O F  S E P A R A T E L Y  W I T H  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  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  T H E  POOL, FI E L D ,  O R  

L I K E  A REA, O R  A P A R T  O F  IT, W HEN D E T E R M I N E D  A N D  C E R T I F I E D  BY] th e  c o m m i s­

s i o n e r  finds, a f t e r  p u b l i c  n o t i c e  an d 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 ,  

t h a 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  

o r  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 s i o n e r  may, 

w i t h  the c o n s e n t  of the l e s s e e s  [ H O L D E R S  O F  L E A S E S ]  i n v o l v e d ,  m o d i f y  th e  

t e r m s  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 ,  O R  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 s t a t e  [THE] l e a s e s  [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  T O  T H E  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 , ]  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  a n d  o p e r a t i o n  of a [ C O O P E R A  

T I V E  OR] u n i t  a n d  for a n y  e x t e n s i o n  of a l e a s e  c o n t a i n e d  w i t h i n  a u n i t
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w h i c h  [PLAN 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 [PROPER] 

p r o t e c t i o n  of the p u b l i c  interest. La n d  l e a s e d  u n d e r  thi s  s e c t io n  m a y  

be i n c l u d e d  in a unit p l a n  w i t h  l a n d  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  finds it n e c e s sa r y ,  a d v i s a b l e ,  or prop e r ,  a n d 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 s i o n e r  m a y  r e q u i r e  oil an d  gas l e a s e s  issued u n de 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 les s e e  to o p e r a te  

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, an 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 hich the le s s e e  must o p erate. 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 ec t  all p a r t i e s  in interest, i n c l u d i n g  the s t a t e , a n d  be a c­

ce p t e d  by all p a r t i e s  in interest, i n c l u d i n g  the state. A unit p l a n  

s h a l l  be limited to a r e a s o n a b l y  c o m p a ct  a r e a  an d i n c l 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  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 a n  oil or gas pool or pools. T h e  lessees in 

i n t e r e s t  under a u nit p l a n  fo r m e d  u n de r  this s e c t i o n  s h a l l  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 leases o n  land i n c l u d e d  w i t h i n  the unit area. 

T h e  o p e r a t o r  or o p e r a t o r s  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  of 

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

s c r i b i n g  w o r k  p e r f o r m e d  under the pla n of o p e r a t i o n  n o  later than e a c h  

a n n i v e r s a r y  date. T h e  o p e r a t o r  o r  o p e r a t o r s  m a y  s u b m i t  r e v i si 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  for the uni t  or to a r e v i s e d  p l a n

of 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 the u n i t  a n d  a n y  r e visions 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  may not take 

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 .  A p p r o v a l  of the u n i t  p l a n  of 

o p e r a t i o n  b y  the c o m m i s s i o n e r  doe s  not e x e m p t  the o p e r a t o r  f rom 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  a n d  3 1 . 0 5 . 0 3 5 .

* Sec. 4. AS 3 8 . 0 5 . 18 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  b y  [ (p) OF] thi s  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  [, OR A  PERS O N ,  C O M M I T T E E ,  O R  S T A T E  A G E N C Y , ]  w i t h  .authority
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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  [ P R O S P E C T I N G ]  an d 

d e v e l o p m e n t  under the unit 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 th e  rate 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  interest. A unit 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 hall con 

t a i n  a p r o v i s i o n  v e s t i n g  the A l a s k a  Oil and Gas 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  time to time, for c o n s e r v a t i o n  pur p o s e s,

[AND] t h e  q u an t i t y  and rate of p r o d u c t i o n  u n d e r  the plan. A l l  leases 

o p e r a t e d  u n d e r  a unit pla 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  

are 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 cont r o l  under A S  38.0 5 . 14 0 .  T h e  

p r o v i s i o n s  of this section 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 lans are in 

a d d i t i o n  to and do not affect AS 31.05.

* Sec. 5. AS 38. 0 5 . 18 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) 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  of a c c e p t a n c e  of a u n i t  p l a n  

by all p a r t i e s  in i n t erest u n d e r  (p) of this section, th e c o m m i s s i o n e r  

m a y  a c c e p t ,  on b e h a l f  of the state, a unit p l a n  w hich h a s  not b e e n  

a c c e p t e d  by all p a r t i e s  in i n t e r e s t  if he finds that the u n i t  pla n  has 

b een a c c e p t e d  by parti 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 the p r o p o s e d

unit a r e a  to provide for r e a s o n a b l y  e f f e c t i v e  control o f  o p e r a t i o n s

w i t h i n  the unit area. The 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  this

s u b s e c t i o n  does not bind a p a r t y  in in t e r e s t  w hi c h  has not c o n s e n t e d  to

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

rig ht s  of a party in i n t erest w h i c h  h a s  not c o n s e n t e d  to the unit.

(bb) A state lease i n c l u d e d  in a unit fo r m ed  u n d e r  thi s  s e c t i o n  does 

not, e x p i r e  at the end of its p r i m a r y  t e r m

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

or (gg) of this section; 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 ,  finds that

(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  by lease e x t e n­

sion; and
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(B) d r i ll 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  and w i l l  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 u n i t  area  

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  t h i s  s e ct i o n ,  a n  o p e r a t o r  

e n c o u n t e r s  a n d  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 w e l l  

c a p a b l e  of p r o d u 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 ,  th e  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  t h e  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 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  on an i n t e r p r e t a t i o n  of a l l  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, and 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 do p t  one or m o r e  a g r e e m e n t s  to p r o v i d e  for t h e  

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  oil or 

g as pool or pools. W h e n  the less e es  h a v e  a d o p t e d  an a g r e e m e n t  or a g r e e­

me n t s  u n d e r  this s u b s e c t i o n ,  they shall s e c u r e  i n t e g r a t i o n  o f  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  a rea.

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 ,  shall s i g n  t h e s e  a g r e e­

men 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  s h a l l  

p e t i t i o n  th e  A l a s k a  Oil and 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  u n d e r  AS 3 1 . 0 5 . -  

110 to s e c u r e  i n t e g r a t i o n .

(ee) T h e  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

terest 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  

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  area, a n d  shall s u b m i t  a c o m p r e h e n s i v e  

re 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  th e  p l a n  of o p e r a t i o n  no l a t e r  

t h a n  e a c h  a n n i v e r s a r y  date. 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

sio 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  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  of o p e r a t i o n .  A p l a n  of 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  a r e a  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  o f  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  not take e f f e c t  u n t i l  a p p r o v e d  b y  t h e  c o m m i s s i o n e r .
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(ff) If a l e a s e  in the u n i t  c o n t a i n s  a roya lt 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 c a l e  f o r m u l a  or r e s e r v e s  to t h e  s t a t e  a s ha r e  of the ne t  p r o ­

fits of p r o d u c t i o n  f r o m  t h e  lease, or i f  o n e  or mor e  l e a s e s  in th e  u n i t  

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

tor or o p e r a t o r s  s h a l l  s e c u r e  w r i t t e n  a p p r o v a l  f rom 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 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 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  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  t r a c t s  

w i t h i n  t h e  un i t  a rea, a n d  (2) an y  p r o p o s e d  r e v i s i o n  of a n  a p p r o v 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  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 u nit, a n d  costs 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  a n 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  t r a c t s  w i t h i n  

th e  u n i t  area. T h e  u n i 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  fo r  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 u ni t ,  a n d  costs i n c i d e n t  to u n i t  

o p e r a t i o n s .  W h e n  r e q u e s t e d  b y  the c o m m i s s i o n e r ,  the u n i t  o p e r a t o r  o r

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

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

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  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  t r a c t s  w i t h i n  the u n i t  area.

(gg) A l e a s e  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  d o e s  n o t  e x p i r e  as 

l o n g  as oil or gas is p r o d u c e d  fr o m  t h e  p a r t i c i p a t i n g  a r e a  or as l o n g  as 

t h e  o p e r a t o r  o r  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  b y  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 l e a s e  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  a r e a  is not a f f e c t e d  b y  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  a r e a .

A l e a s e  o r  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  by c o n t r a c t i o n  of the
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u n i t  a r e a  u n d e r  (ii) of this s e c t i o n  r e m a i n s  s u b j e c t  to the terms and 

c o n d i t i o n s  of the or i ginal lease a nd  an y  m o d i f i c a t i o n  of the terms an d 

c o n d i t i o n s  of the or i g i n a l  lease, 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 any  o t h e r  p o r t i o n  of the leased are a  or by o p e r a t i o n s  in a unit. 

H o w e v e r ,  the c o m m i s s i o n e r  ma y e x t e n d  a lease w i t h  an a l i q u o t  par t i n­

cl u d e d  in a p a r t i c i p a t i n g  area for not mo r e  t ha n  three years b e y o n d  the 

d a t 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 p r o v e d  p a r t i c i p a t i n g  a r e a  shall be 

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

(ii) T h e  c o m m i s s i o n e r  may, a ft e r  n o t i c e  a n d  o p p o r t u n i t y  for c o m m e n t  

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

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 the unit to i n c l u d e  

a n d  r e a s o n a b l y  prot ec t  o nl y  the land 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 oi l  or gas in c o m m e r c i a l  q ua n t i t i e s .

(jj) T h e  c o m m i s s i o n e r  shall r e v i e w  an d  a p p r o v e  all pl a n s  of o p e r a­

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

tions a f f e c t i n g  the lease int e r e s t s of the s tate u nder a unit, 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 by order of the A l a s k a  Oil and  Gas 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 31.05.110. A r e q u e s t  for appro v al  of a d e t e r m i n a­

tion, d e c i s i o n  or other a c t i o n  a f f e c t i n g  the intere s t  of a s tate l e a s e 

i n c l u d e d  in a u n i t  shall be s u b m i t t e d  to the 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 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  

a n  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  (1) t h a t  a c t i o n  

a f f e c t i n g  t h e  i n te 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  h i s  c o n s e n t ,  (2) that a les se e  ha s  f a i l e d  to c o m p l y  w i t h  the a p­

pr o v e d  t e r m s  o f  any a gr e e m e n t  or h a s  f a i l e d  to c o m p l y  w i t h  a term, c o n­

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

a l l o c a t e d  a n  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 a n  e q u i t a b l e  

s h a r e  of c o s t s  i n c ur r e d  b y  unit o p e r a t i o n s ,  the c o m m i s s i o n e r  s h a l l
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n o t i f y  the unit o p e r a t o r  a n d  l e s s e e s  of his de t e r m i n a t i o n ,  and 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 hall p r o v i d e  

the 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 t a k e  the 

r e m e d i a l  action sp e c i f i e d .  If the r em e d i a l  a c t i o n  s p e c i f i e d  is not 

t a k e n  within a r e a s o n a b l e  peri 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 lessees wh o  m a y  be a f f e c t e d  by his 

d e t e r m i n a t i o n  tha t  r e me d i a l  a c t i o n  is n ecessary, the 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 any lease subject to the unit is in default. 

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 ault, the 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 

u n i t  as to all state leases w i t h i n  the unit, or m a y  t e r m i n a t e  the u nit 

as t o  any s tate lease or leases w h i c h  are subject to the unit, and m a y  

e n f o r c e  the le s see's o b l i g a t i o n  u n d e r  the lease in the s a m e  m a n n e r  as if 

the land had n e v e r  b e e n  s u b j e c t  to the unit.

(kk) A u n i t  plan 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 or gas pool 

or pools, w h i c h  has b e e n  a p p r o v e d  by the commis s i o n e r , doe s  not v i o l a t e  

a n y  statute 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 em 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 merce.

(11) In this section,

(1) " a n n i v e r s a r y  d a t e "  means that date d u r i n g  each yea r w h i c h  

c o r r e s p o n d s  to the date of a p p r o v a l  of the f irst p l a n  of o p e r a t i o n  for a 

u n i t  or a p a r t i c i p a t i n g  area;

(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 o s t s  of d r i l l i n g,  dev e l o pm e n t ,  pr od 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 lessees;

(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  proven, b y  

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  dr 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  an oil or gas p o o l  or pools
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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) " pl 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 b e  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  

a n 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 r e a  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  tha t w o u l d  

o c c u r  o n  s u r f a c e  l a n d s  a n 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 ,  and 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 ct 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  o f  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 o n e  in t h e  s t r u c t u r e  is c o v e r e d  b y  

the t e r m  "poo 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  

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  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  the 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 e x c e s s  of o p e r a t i n g  co s t s , e v e n  if d r i l l i n g  and e q u i p m e n t  c o s 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 ,  l e s s  the c o s t s  of 

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  an 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 it  a r e a "  or " u n i t i z e d  a r e a "  m e a n s  t h e  l a n d  s u b j e c t  to 

a u n i t  p l a n ;

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

of le a se 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 a n  oil or g a s  p o o l  o r  pools, in w h i c h  s e p a r a t e  l e a s e s  

s u b j e c t  to t h e  p l a n  are e x p 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 n g 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 s  the t e r m  

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  f r o m  the u n i t  a n d  a l l  

r e v i s i o n s  o r  a m e n d m e n t s  to it a n d  a l l  p l a n s  of o p e r a t i o n  of the u n i t

* S e c .  6. A S  3 1 . 0 5 . 0 2 7  is a m e n d e d  t o  read:

Sec. 3 1 . 0 5 . 0 2 7 .  A P P L I C A T I O N .  T h e  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  l a n d  in the s t a t e  l a w f u l l y  s u b j e c t  to its p o l i c e  p o w e r s . 

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

d i c t i o n  of the U n i t e d  S t a t e s  o n l y  to the e x t e n t  that c o n t r o l  a n d  s u p e r­

v i s i o n  of c o n s e r v a t i o n  of o i l  a n d  ga s  a n d  p r e v e n t i o n  of w a s t e  b y  th e 

U n i t e d  S t a t e s  o n  its land f a i l s  to c a r r y  o u t  the i n t e n t  a n d  p u r p o s e s  of 

t h i s  c h a p t e r ,  a n d  o t h e r w i s e  a p p l i e s  to f e d e r a l  lan d  so far as a n  o f f i c e r  

o f  the U n i t e d  S t a t e s  h a v i n g  j u r i s d i c t i o n ,  or h i s  a u t h o r i z e d  r e p r e s e n t a­

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

t h e  c o m m i s s i o n  w h i c h  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  T O  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  O R  U N I T  

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

0 5 . 1 8 0 ( m ) .]

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

(c) T h e  r e p o r t s  a n d  i n f o r m a t i o n  r e q u i r e d  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  f o r  2 4  m o n t h s  f o l l o w i n g  t h e  3 0 - d a y  f i l i n g  

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

m i s s i o n  t o  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  d a t e .  H o w­

eve r .  If (1) [IF T H E  C O M M I S S I O N E R  F I N D S  T H A T ]  th e r e q u i r e d  r e p o r t s  and 

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  o f  u n­

l e a s e d  l a n d  w h i c h  h a s  b e e n  s c h e d u l e d  fo r  a n  oi l  a n d  ga s  l e a s e  s a l e  

a n d  f o r  w h i c h  n o t i c e  of t h e  s a l e  h a s  b e e n  g i v e n  u n d e r  A S  3 8 . 0 5 . 3 4 5  or
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u n d e r  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 helf 

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

(2) the sale la no t  h e l d  o n  the date s p e c i f i e d  in the no t i c e  of sale 

g i v e n  under AS 3 8 . 0 5 . 3 4 5  or u n d e r  the n o t i c e  p r o v i s i o n  of sec. 205(a) of 

t h e  O u t e r  C o n t i n e n t a l  S h e l f  L a n d s  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. 1 3 3 7 ( a ) ( 8 ) ) ,  and (3) the c o m m i s s i o n e r  of n a t u r a l  r e­

so u r c e s  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

ti a l i t y  is in th e  best i n t e r e s t s  of the state, 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  shall r e q u e s t  the c o m m i s s i o n  to [ C O NTAIN 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  O F  U N L E A S E D  L A N D  IN T H E  S A M E  

V I C I N I T Y ,  HE S H A L L ]  k e e p  the reports an d  i n f o r m a t i o n  c o n f i d e n t i a l  until 

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

b e y o n d  the 3 0 - d a y  f i l i n g  peri o d ,  w h i c h e v e r  occurs e a r lier. If the per i o d 

o f  c o n f i d e n t i a l i t y  is e x t e n d e d  under this s u b s e c t i o n ,  [REASO N A B L E  T I M E  

A F T E R  THE D I S P O S I T I O N  O F  A L L  A F F E C T E D  U N L E A S E D  LAND, UNLESS] the o wner 

of the well m a y  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 

r e l e a s e  the r e p o r t s  and i n f o r m a t i o n  at an e a r l i e r  date. W ell location, 

depth, sta t u s  a n d  p r o d u c t i o n  data and p r o d u c t i o n  r e po 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 filed s u b s e q u e n t  to the 30 - d a y  f i l i n g  p e r i o d  s h a l l  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 ma 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 c t i o n ,  means volume, 

g r a v i t y  and g a s - o i l  r a t i o  of all p r o d u c t i o n  of oil or gas a f t e r  the well 

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

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

(e) R e p o r t s  an d  i n f o r m a t i o n  on s t a t e  land k e p t  c o n f i d e n t i a l  under

thi s s e c t i o n  m a y  be e x a m i n e d  b y  persons 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

o f  natural r e s o u r c e s  w h o  are e m p l oy e e s  of the s t a t e  if an e x a m i n a t i o n  of 

the repo r t s  a n d  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  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  or i n f o r m a t i o n  u nder
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th i s  s u b s e c t i o n  shall keep the m a t e r i a l  w h i c h  he e xa 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 ro vided in t h i s  s u b s e ction, 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 chapter tha t  has s t a t e w i d e or general 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 rd 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 44.62). A n y  a c t i o n  by the c o m m i s s i o n  under this chap t e r  t h a t  has 

a p p l i c a t i o n  to a single well or s i n g l e  field n eed 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 requested, the c o m m i s s i o n  s h al l  

p r o v i d e  [SHALL BE PER FO R M E D  IN A C C O R D A N C E  W ITH 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  AFFORD] 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  an 

o p p o r t u n i t y  to be heard.

* Sec. 10. AS 3 1 . 0 5 .110(a) is a m e n d e d  to read:

(a) T o  prevent, or to a s s i s t  in p r e v e n t i n g  waste, to e n s u r e  [IN­

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, and 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 persons o w n i n g  interests in the tracts of land 

a f f e c t e d ,  t h e s e  p e r s o n s  may v a l i d l y  i n t e g r a t e  t heir int er e s t s  to p r o v i d e  

for the u n i t i z e d  management, 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  tr a c t s  

of land as a unit. T h e  c o m m i s s i o n  shall

(1) r e v i e w  all u nits 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  f o r m e d  u n d e r  AS 38.05.180, b e f o r e  oil or gas is p r o d u c e d  u n d e r  the 

t e r m s  of the uni t  a g r e e m e n t i

(2) a p p r o v e  the f o r m a t i o n  of units 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 on  m a k e s  w r i t t e n  f i n di n g s  that w a s t e  wi l l  not 

o c c u r  and c o r r e l a t i v e  rights a r e  p r o t e c t e d  [WHERE, H O W EVER, 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 HEIR I N T E R E S T S ,  T H E  COM M I S S I O N , U P O N  P R O P E R  

P E T I T IO N ,  A F T E R  N O T I C E  AND H E A R I N G ,  HAS 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 I T  IS ITS D U T Y  TO M A K E  A N D  E N F O R C E  O R D E R S  A N D  DO T H E  T H I N G S  

N E C E S S A R Y  O R  P R O P E R  T O  CARRY O U T  T H E  P U R P O S E S  O F  THIS  SEC T I ON ] .
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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  o f  i n t e r e s t s  in lan d  o v e r l y i n g  a n  oil or gas 

pool h a v e  no t  a g r e e d  to i n t e g r a t e  t h e i r  i n t e r e s t s ,  [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  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 ,

A L L  IN T H E  F O R M  A N D  M A N N E R  A N D  IN A C C O R D A N C E  W I T H  T H E  P R O C E D U R E  A N D  

R E Q U I R E M E N T S  P R O V I D E D  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 ,  s h a l l  o r d e r i n v o l u n t a r y  u n i t i z a­

tion if it m a k e s  w r i t t e n  fi 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] t h a 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

ve l o p m e n t  of a pool or p o o l s  or a n y  p o r t i o n  of a pool o r  p o o l s  is r e a s o n­

ab 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  w a s t e ,  m a x i m i z e  u l t i m a t e  r e c o v e r y  and 

p r o t e c t  c o r r e l a t i v e  r i g h t s .  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  T H E S E ,  O R  ANY O T H E R  FOR M O F  J O I N T  

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

AND G A S  F R O M  T H E  POOL; (2) 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

TI O N  AS A P P L I E D  TO T H E  P O O L  OR P O R T I O N  O F  IT IS 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  AND W I L L  W I T H  R E A S O N A B L E  P R O B A B I L I T Y  R E S U L T  IN 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  O I L  A N D  GAS 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 ,  I F  ANY, 

OF  C O N D U C T I N G  SUCH O P E R A T I O N S  W I L L  NO 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  G A S  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 FOR T H E  C O M M O N  GOO 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  a n d  p r o v i d e  [ PR O V I D I N G ]  for the u n i t i z a t i o n  a n d  u n i t i z e d  o p e r a­

t i o n  of t h e  p ool or p o o l s  or p o r t i o n  of the p ool or p o o l s  [IT] d e s c r i b e d  

in the o r d e r ,  u p o n  th e  t e r m s  and c o n d i t i o n s ,  as ma y  b e  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 q u i t a b l e ,  a n d  w h i c h  a r e  n e c e s s a r y  or
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p r o p e r  to p r o t e c t ,  s a f e g u a r d  a n d  a d j u s t  t h e  r e s p e c t i v e  r i g h t s  a n d  o b l i g a­

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

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

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

as w e l l  as t h e  l e s s e e s .  T h e  p e t i t i o n  s h a l l  set ou t  a d e s c r i p t i o n  o f  the 

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

e x i s t e n c e  of the f a c t s  r e q u i r e d  to he f o u n d  b y  th e  c o m m i s s i o n  as p r o v i d e d  

i n  t h i s  s u b s e c t i o n  [ P A R A G R A P H ]  a n d  s h a l l  h a v e  a t t a c h e d  to it a r e c o m­

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

w h i c h  the p e t i t i o n e r  c o n s i d e r s  to be f a i r ,  r e a s o n a b l e  a n d  e q u i t a b l e .

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

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

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

a p p l i c a b l e  t o  it.

* Sec. 12. A S  3 1 . 0 5 . 1 1 0 ( c )  is a m e n d e d  t o  read:

(c) [THE  O R D E R  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  T H E  B O U N D A R Y  O F  T H E  

A R E A  T O  B E  I N C L U D E D  W I T H I N  T H E  U N I T  A R E A  A N D  P R E S C R I B E  W I T H  R E A S O N A B L E  

D E T A I L  T H E  P L A N  O F  U N I T I Z A T I O N  A P P L I C A B L E  T O  IT.] E a c h  u n i t  a n d  u n i t  

a r e a  m a y  be l i m i t e d  to all o r  a p o r t i o n  o f  a s i n g l e  pool. O n l y  so m u c h  

o f  a p o o l  o r  p o o l s  as has b e e n  d e f i n e d  a n d  d e t e r m i n e d  to 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 t h e  p r o d u c t i o n  of oil o r  ga s  [ P R O D U C T I V E  O N  

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

w i t h i n  t h e  u n i t  a rea. 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 t h a n  t h e  

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

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

r e a s o n a b l y  r e q u i r e d  f or  th e  s u c c e s s f u l  a n d  e f f i c i e n t  c o n d u c t  o f  t h e  

u n i t i z e d  m e t h o d  of o p e r a t i o n  f o r  w h i c h  t h e  u n i t  is c r e a t e d ,  a n d  t h a t  the 

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

t h e  p o o l .  T h e  p l a n  o f  u n i t i z a t i o n  f o r  e a c h  u n i t  a n d  u n i t  a r e a  s h a l l  be

-16 - H C S  C S S B  84



r r

on e  s u i t e d  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 nit d e p e n­

dent u p o n  the f a c t s  and c o n d i t i o n s  f o u n d  to e xist w i t h  r e s p ec 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 ,  co n d i t i o n s  and r e q u i r e m e n t s  

f o u n d  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 pr o p e r  to c a r r y  

out the p u r p o s e  o f  this chapter, and s u b j e c t  to the further r e q u i r e m e n t s  

of this section, e a c h  plan 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  

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

(1) th e efficient u n i t i z e d  m a n a g e m e n t  or control 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 the r e c o v e r y  of 

oil and gas f r o m  the pool or p o o l s  af f e c te d ;  u n d e r  such a p l a n  the 

act ua l  o p e r a t i o n s  w i t h i n  the unit a r e a  m a y  be c a r r i e d  on in w h o l e  or in 

p a r t  by the unit itself, or b y  on e  or m o r e  of the lessees w i t h i n  the 

unit area as the unit o pe 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  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 ed 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  s h a l l  be d e s i g n a t e d  by [VOTE OF] the 

lessees in the u n 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  an d 

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

a n d  a l l o c a t i o n  of the unit p r o d u c t i o n ,  am o n g  a n d  to the s e v er a l  s e p a­

ra t e l y  o w n e d  t r a c t s  w i t h i n  the u n i t  a r e a  w h i c h  [SUCH AS] w i l l  r e a s o n a b l y  

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

the p r o d u c t i o n  f r o m  the [SUCH] s e p a r a t e l y  owned tracts to p r o d u c e  a n d  

r e c eive, i n s t e a d  of the s h a r e  or b e n e f i t  from the tracts [THEREOF], 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 

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  tract's fair, e q u it a b l e ,  a n d  

r e a s o n a b l e  s h a r e  of the u n i t  p r o d u c t i o n  shall be m e a s u r e d  by  the v a l u e  

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

t a k i n g  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  o n  the s t r u c t u r e ,  its p r o b a b l e  p r o d u c t i v i t y  of oil and 

gas in the a b s e n c e  of unit operat 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 tract w i l l  or is l i k e l y  to be subjected, or so m a n y  of t h e s e  factors, 

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

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

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

a r e a  from the e f f e c t i v e  d a t e  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 unit r e g a r d l e s s  of the w ell or tract w i t h i n  the u n i t  

a r e a  from w h i c h  the same is produced;

(3) the m a n n e r  in w h i c h the unit an d  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  shall or m a y  be f i n a n c e d  an d  the basis, 

terms and c o n d i t i o n s  o n  w h i c h  the cost and e x p e n s e  of it s h a l l  be a p p o r­

tioned am o n g  and a s s e s s e d  a g a i n s t  the tracts a n d  i n t erests ma d e  c h a r g e­

able with it, i n c l u d i n g  a d e t a i l e d  a c c o u n t i n g  p r o c e d u r e  g o v e r n i n g  all 

charges and c r e d i t s  i n c i d e n t  to such o p e r a t i o n s ;  u pon terms and c o n d i­

tions as to time and rate of interest as m a y  be fair to all c o n c e r n e d ,  

r e asonable p r o v i s i o n  s h al l  be made in the p l a n  of u n i t i z a t i o n  for c a r r y­

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

f inancial 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  and basis u p o n  w h i c h  wells, e q u i p m e n t  and 

other p r o p e r t i e s  of the s e v e r a l  lessees w i t h i n  the unit a r e a  are to be 

t aken over and u s e d  for u n i t  operations, 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  f o r  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  date of u n i t  operation;

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

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

ness and a f f a i r s  an d  the o p e r a t i o n s  c a r r i e d  o n  by it, t o g e t h e r  w i t h  the 

c r e a ti o n  o r  d e s i g n a t i o n  o f  o t h e r  s u b c o m m i t t e e s ,  boards 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  t h e  a u t h o r i t y  of th e  o p e r a t i n g  c o m m i t t e e  as ma 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  in 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 ­

f i n i n g  the p o w e r s  a n d  d u t i e s  of a ll  th e  c o m m i t t e e s ,  b o a r d s  a n d  o f f i c e r s ,  

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

(6) th e e f f e c t i v e  d a t e  of [ T I M E  WHEN] t he  p l a n  of u n i t i z a t i o n  

[ B E C O M E S  EFFECTIVE]-,

(7) [THE T I M E  W HEN ANO] the c o n d i t i o n s  u n d e r  w h i c h  a n d  the 

m e t h o d  by w h i c h  t h e  unit shall 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) Fro m  t he  e f f e c t i v e  d a t e  of a n  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 ni t  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  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 u nit, the p r o d u c t i o n  of oil  or 

g a s  f r o 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 u n i t  area d e f i n e d  in th e  o r d e r  by p e r s o n s  o t h e r  t h a n  t h e  

u n i t  or p e r s o n s  a c t i n g  u n d e r  its a u t h o r i t y  or e x c e p t  in the m a n n e r  a n d  

to the ex 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 . 1 1 0 ( p )  is a m e n d 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  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 h i s  c h a p t e r  or A S  3 8 . 0 5 . 1 8 0  [AS 3 8 . 0 5 . -  

1 8 0 ( m ) ]  only w h e n  it does not c r e a t e  w a s t e ,  e x c e p t  the c o m m i s s i o n  [ COM-

4
M I S S I O N E R ]  m a y  p e r m i t  u n d e r l i f t i n g  or o v e r l i f t i n g  for t e m p o r a r y  p e r i o d s

f o r  the p u r p o s e  o f  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 t e r e s t

o w n e r ' s  p r o d u c t i o n  d is 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  b y

a n  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 a t e  n o t  to e x c e e d  10

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

t h e  t ime 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 ft e r  J u n e  30, 1978.
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* S e c .  15. A S  3 1 . 0 5 . 1 1 0 ( 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 thi s  [THIS] s e c t i o n  a p p l y  [APPLIES] 

t o  a l l  i n 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 .  S u b s e c t i o n s  (a) a n d  

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

f o r m e d  in th e  s t a t e  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  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 )].

* S e c .  16. A S  3 1 . 0 5  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  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) Th e  

c o m m i s s i o n  m a y  not o r d e r  i n v o l u n t a r y  u n i t i z a t i o n  of l a n d  u n l e s s  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  a n d  c o r r e l a t i v e  

r i g h t s  w o u l d  be v i o l a t e d  if  the u n i t  is n o t  o r d e r e d .

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

t o  a u n i t  a g r e e m e n t  u n d e r  AS  3 1 . 0 5 . 1 1 0  if t h e  u n i t  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 e d  

s o l e l y  o n  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 uni t 

a r e a .

S ec. 3 1 . 0 5 . 1 1 4 .  E F F E C T  O F  U N I T I Z A T I O N  O N  S T A T E  L E A S E S .  (a) A 

s t a t e  l e a s e  e n t e r e d  i n t o  u n d e r  AS 3 8 . 0 5 . 1 8 0  i n c l u d e d  i n  a unit f o r m e d  

u n d e r  A S  3 1 . 0 5 . 1 1 0  d o e s  n o t  e x p i r e  at the e n d  of its p r i m a r y  t e r m

(1) if the l e a s e  m e e t s  one of t h e  r e q u i r e m e n t s  set o u t  in 

A S  3 8 . 0 5 . 1 8 0 ( m )  or ( g g ) ; or

(2) if 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 ,  a f t e r  p u b l i c  

h e a r i n g ,  f i n d s  that

(A) t h e  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 ease e x t e n­

sion; a n d

(B) d r i l l i n g ,  e x p l o r a t i o n ,  o r  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 u n i 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  h a s  b e e n  a p p r o v e d  b y  him.
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(b) At the time of an e x t e n s i o n  of a lease u n d e r  (a)(2) of this 

flection, the c o m m i s s i o n e r  of n a t u r a l  r es ources m a y  m o d i f y  the terms a n d 

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

c o m m i s s i o n  u n d e r  AS 3 1 .0 5.110(b) if he d e t er 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 pr o p er  to s e c u r e  the p r o t e c t i o n  

of the public interest.

* Sec. 17. A S  31.05.170(9) is a m e n d e d  to read:

(9) "pool" means 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  [» OR 

A P P E A R I N G  T O  C O N T A I N , 1 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 [.

E ACH] zone of a general s t r u c t u r e  w hi 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  any

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  by the term "pool";

* Sec. 18. AS 31.05.170 is a m e n d e d  by adding n e w  p a r a g r a p h s  to read:

(14) "unit" or " 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 p lan 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 

o r  gas from 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

da t e d  ent i t y  without regard to s e p a r a t e  owners h i ps ,  for w h i c h  an a l l o c a­

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

(15) "unit a rea" or " u n i t i z e d  a rea" m eans the land subje c t  to

a unit.

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

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

* Sec. 20. S e c tions 1 - 6  a n d  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 apply 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  to all 

l e a s e s  e n t er e d  into by the s t a t e  a n d  all units c r e a t e d  u n d e r  AS 38.05 or

A S  3 1 . 0 5  a fter De c e m b e r  1, 1979.

* Sec. 21. Thi s  Act takes 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.-

c ) .


