


POUCH r SIA 'E  CAPitOl

JUNEAU ALASKA <5«EM

^07 -165 36 O

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  F e b r u a r y  23, 1978

SUBJECT: HB 791 and HB 792

TO: T h e  H o n o r a b l e  A1 Oster b a c k ,  C ha i r m a n

H o u s e R e s o u r c e s  C o m m i t t e e

FROM: R i c h ar d  G. H a g ga r t

R e s e a r c h  A n a l y s t

This m e m o r a n d u m  is in r e sp o n s e  to y e s t e r d a y ' s  r e q u e s t  f r o m  Ms. Diann 

N elson of y o u r  s t a f f  that we p r e p a r e  a s u m m a r y  a n a l y s i s  of HB 791 and 

HB 792 w h i c h  are c u r r e n c y  before y o u r  committee.

HB 791

This bill w o u l d  amend AS 3 8 . 0 5 . 180(r.) r e l a t i n g  to oil and gas 

c o n s e r v a t i o n  a g r e e m e n t s  aris i n g  f r o m  i s s u a n c e  of s tate leases. 

S p e c i f i c a l l y ,  the bill w o u l d  mak e  it m a n d a t o r y  for any lease 

c o n t a i n i n g  a c o o p e r a t i v e  or unit plan of d e v e l o p m e n t  or o p e r a t i o n  

to also  incl u d e  a pr o v i s io n  gi vi n g  the c o m m i s s i o n e r  of Natural 

R e s o u r c e s  a u t h o r i t y  to regul a t e  (for p u r po s e s  of a c c o m p l i s h i n g  

o b j e c t i v e s  o f  A l a s k a ' s  general oil and gas c o n s e r v a t i o n  st a t u t e  

[AS 31.05]) the rates or q u a n t i t i e s  of oil or natural gas p r o d u c e d  

fro m such leases. Th e  c u r r e n t  stat u t e  m a k e s  i n c lu s i o n  of such 

p r o d u c t i o n  a u t h o r i t y  in a l e a s e - r e l a t e d  uni t  plan a m a t t e r  of 

d e p a r tm e n t a l  d iscretion.

HB 792

HB 792 w o u l d  a mend AS 3 1 . 0 5 . 1 1 0 ( o ) r e l a t i n g  to the stat e' s  oil and 

gas c o n s e r v a t i o n  authority. S p e c i f i ca l l y ,  the pr o p o s e d  l e g i s l a t i o n  

would:

Sec. 1. R e m o v e  the pres e n t  r e q u i r e m e n t  that at least 6 2 . 5 %  

o f  the r o y a l t y  ow n e r s  a p p r o v e  any  c h a n g e  or a m e n d m e n t  in 

a u n i t  o p e r a t i n g  a g r e e m e n t  p r o m o l g a t e d  u n d e r  AS 31.05.

Sec. 2. Re mo v e  the pres e n t  r e q u i r e m e n t  that at least 6 2 . 5 %  

of the r o y a l t y  owners a p p r o v e  initial unit o p e r a t i n g  

a g r e e m e n t s  p r o m o lg a t e d  u n d e r  AS 31.05.
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In essence, HB 792 reserves all d e c i s i o n s  r e g a rd i n g  unit o p e r a t i n g  

a g r e e m e n t s  to those leaseholders wit h  an o p e r at i n g  i n t e r e s t  and the 

D e p a r t m e n t  o f  Natural R e s o u r c e s - - a s  o p p o s e d  to the p r e s e n t  system, 

u nder w h i c h  all d e c i s i o n s  pe r t a i n i n g  to unit a g r e e m e n ts  or their 

m o d i f i c a t i o n  m u s t  be ra t ified by at least 6 2 . 5 %  of the roya l t y  

owners.
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