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March 16, 1y87

The Honorable Ben Grussendorf
Speaker of the House
Alaska State Legislature

P.0.
Juneau AK 99811
Dear Representative Grussendorf:

Under  the authority of art, [Ill, sec. 18, of the Alaska
Constitution, | am transmitting abill ‘relating  to . the
Alaska Oil and Gas Conservation Commjssion (commission),
This bill offers revisions to improve the state's  proposed
underground injection control (UIC) program for injection
Wells related to the recovery and production of oil and

gas (Class. Il wells). It also reinstates statutory

natur
au horlty for affiliation with the Interstate Oil  Compact
Commission, conforms certain sections of AS 31.05 to the
revised criminal code, and amends the provisions of AS 31.05
relating to the confidentiality of oil and gas well data.

In 1984, CSHB 680 (L&C) was enacted ich 91, SLA 1984). It
authorized the commlssmn to "take all actions necessary to
allow  the cquire  primary enforcement

respon3|b|I|ty under 42 USC 300h-4 (sSate Drinkin ? Water
of 19747 as amended, 42 U.S.C. 300f-300j), for the
controx 0f undert];round Injection reIated to the ret:over)(J and
Productton of oil and natural gas." AS 31.05.030(h) nder
his authority, the commission prepared an apﬁltcatton for a
state. UIC program for Class Il wells, which has Deen
?ubmltted to the U.S. Environmental Protection Agency (EPA)
or approval.
In their review, EPA staff identified certain provisions in
. which’' could be amended to improve the state's
Proposed program. The amendments are being proposed under
terms of a memorand%m of agreement Dbetween the

commission and EPA, Region 1

Amendment of the criminal provisions of AS 31.05 is recom-
mended Dby the crimipal division of the Department of Law.
When the” com rehenswe rewrite of AS 11 and AS 12 was un-
dertaken in 1981 and 1932, it was determined to bhe too. great
a task to attempt amendment of the state's other criminal
provisions, scat ered throughout the Alaska statutes, at the
same time. this bill amends AS 31.05 for other reasons,
| Dbelieve |t appropriate  to take advantage of this
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portunity to "clean up" the criminal provisions of AS 31.-
:’il Wa%”remseodrder to make them consistent with AS 11 and
, Vi

ment  of . the confidentiality provisions 0f
05.035 (c) is. recommended by the” Alaska Oil and Gs
atrobnelocv\cl)mmrssron The proposed changes are described

The amendments to AS 31.05 in the bill are as follows:

n 1. AS 31.05.027 is amended to eliminate state
ory limitations on the commission's jurisdiction over
the United States.

deral law requires that state UIC programs apply to up-
ground injection occurrrn% on proge ty ease or “owned by

United 'States. = 42 U . 300h(b)(1) and 300]-6.
However AS 31.05.027 presently provrdes rn par

The authority of the commission. . . apB,'
and of the "United States or to land subject to

D
=
CDcpl—‘Q_ rOW

D_CDCD
-

I

the Jurrsdrctron of the United States only to the
extent that control and supervision of conserva-
tion of orl and gas and prevention of waste bY the
United States on its land fails to carry out the
intent and purposes of AS 31.05.005 — 31.05.170,
and_otherwise applies to federal land so far as an
officer of the United States having jurisdiction,
or ap authorized representative, shall approve any
of the gr 0 005 — 31.05.170 or
orders of the commission which affect Tland.

v
ovisions of AS 31. 5h
f

The jurisdictional _limitations, of AS 31.05.027  first
appeared as territorial legislation enacted in 1955 when
Alaska's relationship to the federal government was far more
subservient than after Alaska's acceptance into the Union.
As a state, Alaska's potential jurisdiction over oil and gas
activities on federal land is Iimited only by constitutional
restrictions on the exercise of state police powers. See
Mdyers, The Law of Pooling and Unitization, sec., 11.04 (2d
Ed. 1984), AS 31.05.027 “asserts less jurisdiction than s
now constitutionally permrssrble and would be amended by
this bill to remove this potential Impediment to the

lon's regulatron of oil and gas activities on federal
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Section . 2: AS 31.05.035(c) is amended, to restrict its
application to exploratory wells and to limit the period of
confidentiality for reports and information from wells on
private and federal land to two years.

The existing language of Ar 31.05.035(c) requires that
certain reports. and information from oil and gas wells be
kept confidential for two years after submijssion to the
Alaska O]l and Gas Conservation Commissjon, and for a longer

if authorized by the commissioner of natuTal
ources. h pr|mar¥ purpose of this subsection was to
tect the confidentiality of exploratory, well data
hered in preparation for theBeaufort Sea” joint lease
e. As that sale had been postponed a number of times
.companies mterested in bidding at the sale indicated
heir need for legislative provision ensuring the con
identiality of the|r data until the sale was heId The
ssion “believes that no purpose is served by applying
xtended conf|dent|a|te/ Provmons of this “subsection
evelopment wells urthermore, the  retention of
idential data from development wells, which consists in
part of core samples, uses up a substantial amount of
e space, which is in short supply and costly. It is
pated that oil companies will not oppose this change.

a
.05.035(c) . authorizes extended confidential treatment
d the initial statutory period of two years for reports
information from oil and gas wells based on e deter-

)
—_—

n of the commissioner of natural resources, Under
.05, che authority of the commijssioner is restricted to
a, Presently” there jis confusion as to whether the

sioner may viéw confidential data from wells on
private and federal land for the limited purpose of making
an extended confidentiality determination under AS 31.05,
notwithstanding the commissioner's inability to have access
to those data “under AS 38.05. Amendment of the subsection
would clarify that the commissioner's determination under
this provision is limited to state lapnd. The amendment
would ~ also  eliminate  the possibility of . extended
confidential treatment for well data from private and
federal land. This latter amendment was pogosed by the
Alaska Ol and Gas Conservation. Commission Dbased op its
belief  that extended confidential treatment beyond the
automatic statutory two year period for reports and informa-
tion from those wells serves no useful purpose.

d.
commission
n
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section 3. AS 31.05.070 (a) is amended to eliminate the
"transactional” immunity prowded as a result of a person
being. compelled to testif produce documents before the
commission or a court, an to make its provisions consistent
with the revised criminal code.

As it .now reads,. AS 31.05. 070(a) affords a person
transactional |mmun|t]y if compelled to appear as a witness
under that statute his provmon could preclude effective
enforcement of the state's UIC requirements if it were to be

applied to compel testimony of a witness, and consequently
foreclosed subsequent prosecution of that witness for
violating a requirement of the state's UIC program. . The
provision is also inconsistent with the immunity” provisign
of AS 12.50.101.  The amendments eliminate the |mmun|ty
PIOVI S|on. Under new language added to AS 31. 050 0(a),

witne who asserts ~fis ~ or  her pr|V|Iege aPalnst
self |ncr|m|nat|on may be granted immunity and Compelled to
testi fY under AS 12,50.1017 The immunity will be "immunity
fro e use. of his or her testimony and any . evidence

der|ved from it. Language that disallows self- |ncr|m|nat|on
as a _ground for ‘excusing attendance, testimony,
Productlon of books and records, is also deleted. That
anguage is potentially unconstitutional, and is unneces-
sary.

AS 31.05.070(a) also provides that a compelled witness, is
not exempt from oprosecution _and punishment for perjury
committed while testifying. This provision would also

E%%%aled because it duplicates provisions of the cr|m|na|

31.05.141  would _be
s" article n AS 31.0
affiliate with thet

U

placed ~in a
to reinstate

Sectlon 4. New AS :
N

Iterstate Oil

e

"miscellaneoys provisio
express authority to

Compact Commission (IOCC) The new sta patterned
after Vt, Stat Ann,, tit. 29, sec. 565 (1983). Sect|on 15,
ch. 40, SLA 1955 which created the Oil and Gas Conservation
Commission, authorized affiliation with the [0CC.  After
statehood, sec. 15 became _ AS 31.05.130 and 31.05.140,
Section 2, ch.. 247, SLA 1970, repealed AS 31.05. 130 and
31.05.140, purging AS 31.05 of ‘that authorization. Of note
hswttltgcgact that ‘the state is still a dues-paying member of

Sections 5 and 6. AS31.05.150(a) and (b) are amended to
eliminate the "wilful" standard from consideration in the
imposition and recovery of civil penalties; to increase the
civil penalties that ‘may be imposed; to make sec. 150's
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provisions consistent with the provisions of the revised
criminal code; and to establish criminal liability for
violations of the commission®s regulations and orders.

AS 31.05.150(a) currently imposes civil penalties for wilful
violations of AS 31.05 or regulations or orders of the
commission. However, there 1is no indication of the type of
wilfulness required.

Use of the term "wilfully™ . criminal statutes has
traditionally required a showing of bad intent. Although
evidence of bad 1intent 1is generally not required to impose
civil penalties, amendment of the statute to eliminate the
term would remove any doubt as to the ability of the state
to impose civil penalties in the absence of evidence of bad
intent.

The amendments would increase the amount of civil penalties
imposable under AS 31.05.150(a) from "not more than $1,000"
to "no more thah $5,000 per ay for each day of violation."
The $1,000 amount, which was first established 1in 1955, is
now 1inadequate to deter violations. The ‘increased penalty
would more effectively accomplish that.

The bill would amend AS 31.05.150(b), which imposes criminal
liability for falsifying records and committing similar
offenses, to make the description of those offenses
consistent with AS 11.46.630(a)(1) -- (4). The ~class A
misdemeanor penalty classification raises the possible
rr. ximum term of imprisonment to one year but the amount of
the fine 1is unaffected.

Section 7. AS 31.05.150 is amended by adding a new
subsection (f), 1imposing criminal Jliability on a person who
knowingly violates a regulation or order of the commission.

Section 8 . This section identifies a somewhat unusual
adoption of a court rule. It takes a cautious approach, to
assure compliance with art. v, sec. 15, of the Alaska

Constitution, vregarding legislative change of a court rule.
Although Rule 732 of the Uniform Rules of Criminal Procedure
(promulgated by the National Conference of Commissioners on
Uniform State Laws in 1974) does not appear in the
publication of Alaska Court Rules, it was adopted by the
Alaska Supreme Court, wunder 1its constitutional rule-making
authority, in State v. Serdahely, 635 P.2d 1182 (Alaska
1981) . A Superior Court judge has held that a legislative
change of the substance of that rule requires the same pro-—
cedures as for a legislative change of any other court rule.
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Thus, sec. 8 of this bill cites the court rule and describes
the change, as required by Rule 39(e), Uniform Rules of the

Alaska State Legislature. Also, in compliance with that
legislative rule, the title of the bill mentions the
court-rule change. IfT this bill passes but the section

making that change does not receive a two-thirds vote in
favor of it, and the amended statute is challenged in court,
the Alaska Supreme Court will, of course, have the final
word on whether those procedures were necessary.

I urge your prompt action on this measure to strengthen the
state®s UIC program, to reinstate authority to affiliate
with the 10CC, and to updat<

Steve Cowper
Governor
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STATE OF ALASKA, 1987 N%CH‘:SLAHVHESV?FS'&OSJ'@ONH%U%EG3/18/87

l?lll(Resqutlon No.. : Agency Affected -natural. Resources

. An act relating to the Alaska Oil & PPTr.
Gas Conservation Commission

Sponsor: Governor COmpOnentS.
Requestor:.

Date ofRequest: 11724786

EXPENDITURES/REVENUES :  (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES -0- -0- -0- -6- -0-
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0-
CAPITAL 1 _0- _0- -0- -0- -0-
REVENUE -0- -0- -0- _0- _0-

FUNDING :  (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER

TOTAL -0- -0- -0- -0- .

POSITIONS

FULLTIME
PART-TIME
TEMPORARY

ANALYSIS :  Attach aseparatepage if necessary this bill amends the statutes governing the

Alaska Oil and Gas Conservation Commission. Only Section 2 has any affect on the
Alaska Department of Natural Resources.

However, it places no new requirements on the department, and therefore requires no

additional funding.

Prepared by : Robert Butts|2 M I, Phone: 405-2400
Division: Oil and Gas Date: . 12/1/86
Bproved by CommissiotKt: W & h Date:, W fIft
ency Department of Natural Resources
Distribution (b¥ Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) page. of 9/16/86



STATE OF ALASKA 197 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: HB '\
REQUEST: Publish Date: HOUSI 3/18/87
Revision Date: A6encyAffakd:Co«- & Econ. Dev.
Title: Alaska Oil & Gas Conservation BRU oil & Gas Conservation
Commission changing a court rule:
Sponsor: Rules Components:

Requestor :Steve Cowper, biovernor

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING  -O- -0- -0- -0- CT - -Tiv'
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE -0- (- -0- 0- Q- -0-
FUNDING: (Thousands of Dollars)

GENERALFUND

FEDEEFIEQAL FUNDS

an .

TITTAL -0- -(0- -U- !
POSITIONS:

FULL-TIME -0- -0- -0- 0- _0- _0-
PART-TIME

TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

279-1433

Preparedby Chat Chatterton, Commissioner Phone
) JanuaryT3— 1987

DivisSIOn: ~ oil and Gas Conservation Commission . Date:

%proved by Cot. missioner: . A Date: January 13, 1987

Cy. Commerce and Economic Development

Distribution ( b]y_ preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page. of
Senate Secretary

0219k
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Chenoweth
3/29/88

Original sponsor: Rules/Governor

IN

THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE BILL NO. 186 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the Alaska Oil and Gas Conserva-—

BE

tion Commission; changing a court rule, Rule 732 of
the Uniform Rules of Criminal Procedure, adopted by
the Alaska Supreme Court wunder its constitutional

rule-making authority; and providing for an effective

date."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 31.05.027 1is amended to read:

Sec. 31.05.027. LAND SUBJECT TO COMMISSION®"SAUTHORITY. The
authority of the commission applies to all land inthe statelawfully
subject to its police powers, including [. IT APPLIES TO] 1land of the
United States and [OR TO] 1land subject to the jurisdiction of the
United States[ONLY TO THE EXTENT THAT CONTROL AND SUPERVISION OF
CONSERVATION OF OIL AND GAS AND PREVENTION OF WASTE BY THE UNITED
STATES ON ITS LAND FAILS TO CARRY OUT THE INTENT AND PURPOSES OF THIS
CHAPTER, AND OTHERWISE APPLIES TO FEDERAL LAND SO FAR AS AN OFFICER OF
THE UNITED STATES HAVING JURISDICTION, OR AN AUTHORIZED REPRESENTA—
TIVE, SHALL APPROVE ANY OF THE PROVISIONS OF THIS CHAPTER OR ORDERS OF
THE COMMISSION WHICH AFFECT LAND]. The authority of the commission
further appliesto all land included in a voluntary cooperative cr
unit plan of development or operation entered into in accordance with

AS 38.05.180(p) -

* Sec. 2. AS 31.05.035(c) is amended to read:

(c) The reports ar.c information required in (a) of this section

-1- CSHB 156(Res)
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must [SHALL] be kept confidential for 24 months following the 30-dav
filing period for all stratigraphic tests and exploratory wells unless
the owner of the well gives written permission to release the reports
and 1information at an earlier date. IfT the commissioner of natural
resources finds that the required reports and information from strati—
graphic tests and exploratory wells drilled for oil and gas contain
significant information relating to the valuation of unleased land in
the same vicinity, the commissioner shall keep the reports and infor—
mation confidential for a reasonable time after the disposition of all
affected unleased land, unless the owner of the well gives written
permission to release the reports and information at an earlier date.
Well location, depth, status and production data and production
reports required by the commission to be filed subsequent to the
30-dav filing period are [SHALL BF. CONSIDERED] public information and
may [SHALL] not be classified confidential. Production data, as used
in this subsection, means volume, gravity and gas-oil ration of all
production of oil or gas after the well begins regular production.

Sec. 3. AS 31.05.070(a) is amended to read:

() The commission may summon witnesses, administer oaths, and
require the production of records, books”™ and documents for examina—
tion at a hearing or investigation conducted by it. [A PERSON MAY NOT
BE EXCUSED FROM ATTENDING AND TESTIFYING, OR FROM PRODUCING BOOKS,
PAPERS AND RECORDS BEFORE THE COMMISSION OP. A COURT, OR FROM OBEDIENCE
TO THE SUBPOENA OF THE COMMISSION OR A COUP"™. ?N THE GROUND OR FOR THE
REASON THAT THE TESTIMONY OR EVIDENCE, DOCUMENTARY OR OTHERWISE,
REQUIRED OF THAT PERSON MAY TEND TO INCRIMINATE OR SUBJECT THAT PERSON
TO A PENALTY OR FORFEITURE. ] This section dees not require a oerson
to produce books, papers”™ or records, or to testify in response to an
inoV.ivv r.ot ?t?mr*.6nt no cc"*? oup? ~r [

186 (Res) -2-
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1! or court for determination. If a witness claims the privilege against
21 self-incrimination, the commission may request the attorney general to
3 apply to the superior court under AS 12.50. 101 for an order compelling
1 testimony [A NATURAL PERSON IS NOT SUBJECT TO CRIMINAL PROSECUTION OR

TO A PENALTY OR FORFEITURE FOR OR ON ACCOUNT OF ANY TRANSACTION,

Il MATTER OR THING CONCERNING WHICH, IN SPITE OF OBJECTION, THAT PERSON

1 MAY BE REQUIRED TO TESTIFY OR PRODUCE EVIDENCE, DOCUMENTARY OR OTHER—
?1‘ WISE, BEFORE THE COMMISSION OR COURT, OR IN OBEDIENCE TO ITS SUBPOENA.
9|(| HOWEVER, A PERSON TESTIFYING IS NOT EXEMPT FROM PROSECUTION AND PUN-—
10} ISHMENT FOR PERJURY COMMITTED IN SO TESTIFYING].

inn Sec. 4. AS 31.05 is amended by adding a new section to read:

2l ARTICLE 2A. MISCELLANEOUS PROVISIONS.

ﬂ Sec. 31.05.141. AFFILIATION WITH THE INTERSTATE OIL COMPACT
16 3 COMMISSION. The governor, in the name of the state, may join with the

other states in the interstate compact to conserve oil and gas, exe—

16 cute agreements to extend the expiration date of the interstate com—

1 pact, and determine when it 1is in the best interests of the state to

18”“ withdraw from the compact and take the actions necessary to effect the

198 withdrawal. The governor, or the governor"s designee, 1is the official

20 & representative of the state in the interstate compact, and shall take

21& whatever action is considered appropriate in connection with that
22! position.

23, Sec. 5. AS 31.05.150(a) is amended to read:

24 (@) A person who [WILFULLY] violates ? provision of this char

25 ter, or a regulation or order of the commission adopted under this

26l chapter® is liable for [SUBJECT TO] a civil penalty of no [NOT] more
27 | than S5,000 per day [S1,000] for each day [ACT] of violation [AND FOR
26 B EACH DAY THAT THE VIOLATION CONTINUES], unless the penalty for viola-—

tion is otherwise provided for and made t ->:ciusiv tis onerter.

-3- CSKE  coi.Fi.es)
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* Sec. 6. AS 31.05.150(b) is amended to read:

() A rlF A] person who, for the purpose of evading this chapter
3
or any regulation or order of the commission adopted under this chap—
4
ter , knowingly commits anv of the acts specified in AS 11.46.630(a)-
5
(1) - (4), is guilty of a class A misdemeanor [WILFULLY MAKES OR HAS
6
MADE A FALSE ENTRY IN A RECORD, ACCOUNT OR MEMORANDUM REQUIRED BY THIS
7
CHAPTER, OR BY A REGULATION OR ORDER, OR WILFULLY OMITS, OR CAUSES TO
8
BE OMITTED, FROM A RECORD, ACCOUNT OR MEMORANDUM, FULL, TRUE AND
9
CORRECT ENTRIES AS REQUIRED BY THIS CHAPTER, OR BY A REGULATION OP
10
ORDER, OR REMOVES FROM THE STATE OR DESTROYS, MUTILATES,ALTERSOR
1
FALSIFIES SUCH RECORD, ACCOUNT OR MEMORANDUM, THE PERSON IS GUILTY OF
12
A MISDEMEANOR, AND UPON CONVICTION IS PUNISHABLE BY A FINE OF NOT MORE
13
THAN $5,000, OR BY IMPRISONMENT 1IN JAIL FOR NOT MORE THAN SIX MONTHS,
1
OR BY BOTH].
*  Sec. 7.AS31.05.150 is amended by adding a new subsection to read:
16
) A person who knowingly violates a regulation or order of the
17
commission 1is guilty of a misdemeanor punishable bv a fine of no more
18
than $5,000 per day for each day of violation.
19
* Sec. 8 AS31.05.170 is amended by adding a new paragraph to read:
20
(15) r"exploratory well™ means a well drilled
21
A) in search of a new and yet undiscovered pool of
22 )
oil or gas; or
23 _ _ .
I (B) with the hope of extending the limits of a pool of
24
oil or cas that has been discovered or developed.
5.
li * Sec. 9. Section 3 of this Act has the effect of changing Rule 733 of
26j
Jithe Uniform Rules of Criminal Procedure, adopted by the AlaskaSupreme
27
Court 1in State v. Serdahelv, 635 P.2d 1182 (Alaska 1981), by changing the
281
immunity granted a witness for compelled testimony from "transactional"”
29

immunitv to "use imr.unitv.

CSHB 186(Res) —4-
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STATE OF ALASKA AR RETELAIfE, SESSION,

Publish Dace: HOUSE 3/18/8!

FISCAL DETAIL
%l Reaoludoc No.: AgencyAﬁected—Natural Resources

€. An act relating to the Alaska Uil & PPTT.
Gas Conservation Commission

SpOﬂSOf Governor Conmonenm:
Reque?tor
Date of Request: 11724786

EXPENDITURES/REVENUES  (Thoosands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES -0- -0- -0- -0- -0-

RAVEL
éONTRASCTUAL
BT s

el

TOTAL OPERATING -0- -0- -6- -0- -U-
CAPITAL 0~ _0- “o- Lo- 0-

j  REVENUE -0- -0- -0- -0- -0-
FUNDING :  (Thousands of Dollars)

GENERALFUND

FEDEgALFUNDS

o L T A
POSITIONS

FULL-TIME

PART-TIME

TEMPORARY -

ANALYSIS Attachaseparatepageifnecessary This bill amends the statutes governing the
Alaska 01l and Gas Conservation Commission. Only Section 2 has any affect on the

Alaska Department of Natural Resources.

However, it places no new requirements on the department, and therefore requires no
additional funding. _

Prepared by: Robert Butts Phone; ~ *0°724%°

DIVISIOﬂ 01l and Gas Date 12/1/86

Approved by Commissioner: D Date:

ge CY. Department of Natural Resources

Dlstnbutlon bx Agency preparing fiscal note):
Legislative Finance
Leg|s ative Sponsor
i —
Ice of Managemment and Budge
Impacted Agengyfrpees) b Page 9/1686



STATE OF ALASKA 197 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: HB 186
RF.QUEST: Publish Date: HOUSE 3/18/87
Revision Date: Agency Affected:Comm. & Econ. Dev.
Title: Alaska Oil & Gas Conservation RRn-0il & Gas Conservation
Commission changing a court rule:-
Sponsor: Rules Components:

Requestor:Steve Cowper, Governor

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 FY 88 FYy 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOQOUS

TOTAL OPERATING  -0- -0- -0- -1p -U- " _u-
CAPITAL L-o- _0- -0- 0- -0- -0-
REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL -U- -U- -u- -d- -0- ' -0
POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

Preparedby  Chat Chatterton, Commissioner .279-1433 _
Divpizrion. Oil and Gas Conservation Commission [P)h?n.e.. January T3, '1987
Approved by Cammissioner: I . P - , N Date: January 13' 1967
Agency: Commerce and Economic Development
Distribution (by prepartr):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ies) page of

Senate Secretary
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STATE OF ALASFI{_AS&%EW h%(}ELATIVE SESSION

Version: HB 186
Publish Date: HOUSE 3/18/8:
FISCAL DETAIL
%WRQSO'Utlon No.. i, AgStCyAﬁeCted—Natural Resources
I RPTT.

€. An act relating to the Alaska Oil &
Gas Conservation Commission

Sponslori Governor ComponentS:
Re u%tor:

Date of Request:  11/24/86

EXPENDITURES/REVENUES : (Thomandg of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 tt 91 FY 92
PERSONAL SERVICES -0- -0- -0- - J- -0-

ERAVEL

ONTRACTUAL

SUPPLIES
l':MRUCTURES

ity
TCl)TAL OPERATING -0- -0- -6- -0- -U-

CAPITAL -0- -0- -0- -0- -0-
REVENUE -0- -0- -0- -0- -0-

FUNDING :  (Thousands of Dollars)

GENERALFUND |
FEDERAL FUNDS ~ 0

POSITIONS :

FULL-1IME
PART-TIME
TEMPORARY

ANALYSIS Attachasepantepageifnecessary This bill amends the statutes governing the

Alaska Oil and Gas Conservation Commission. Only Section 2 has any affect on the
Alaska Departmer < of Natural Resources.

However, it places no new requirements or the department, and therefore requires no
aaditi.nal fading. ~ Butts® f e = 465-2400
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA

THIRD JUDICIAL DISTRICT

ARCTIC SLOPE REGIONAL
CORPORATION, an Alaska
corporation; CHEVRON U.S.A.
INC., a Pennsylvania
corporation; STANDARD ALASKA
PRODUCTION COMPANY, a Delaware
corporation,

Plaintiffs,

VS.
STATE OF ALASKA, DEPARTMENT
OF NATURAL RESOURCES; and
ALASKA OIL AND GAS
CONSERVATION COMMISSION,

Defendants.
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COMPLAINT FOR DECLARATORY AND INJUNCTIVE RELIEF

In this action, plaintiffs seek a judgment declaring
that AS 31.05.035 is unconstitutional insofar as it requires
the plaintiffs to disclose confidential oil and gas well
information obtained from private lands to either the Depart—
ment of Natural Resources or the public. Plaintiffs also seek
preliminary and permanent injunctive relief prohibiting the
Department of Natural Resources from obtaining access tc
certain confidential oil and gas well information.

. PARTIES AND JURISDICTION

1.1 Arctic Slope Regional Corporation ("ASRC") is

| a Native Regional Corporation established pursuant tc the

g

Alaska Native Claims Settlement Act ("ANCSA"), 43 U.S.C. &8
i 1601-1629a, and organized under the Alaska Business Corporation

Act, AS 10.05. ASRC"s shareholders are the Inupiat Eskimos of

-

the Arctic Slope.ASRC has its principal place of business in
the State of Alaska. ASRC has paid 1its biennial corporation
tax last due and has filed 1its biennial report for the last
reporting period, and is qualified in allrespects to maintain
this action.
1.2 Chevron U.S.A. 1Inc. ('Chevron™) 1is a Pennsyl-
f vania corporation with 1its principal place of business in the
§ State of California. Chevron has paid its biennial corporation
i tax last due and has filed 1its biennial report fori the last

Detaneprpihas ? reporting period, and 1is qualified 1in all resHects to

1UITC 400
>60* M S| ) 40 AvlfcUC

AHCMOfUCE. AUSK4
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1.3 Standard Alaska Production Company ("Stan—
dard") is a Delaware corporation with 1i.ts principal place of
business 1in the State of Alaska. Standard has paid its bienni—
al corporation tax last due and has filed its biennial report
for the last reporting period, and is qualified in all respects
to maintain this action.

1.4 State of Alaska, Department of Natural
Resources ("DNR™), is an agency of the State of Alaska.

1.5 The Alaska Oi1l and Gas Conservation C.cmmis
sion ("Conservation Commission™) 1is an agency of the state of
Alaska.

1.6 This court "has jurisdiction over this matter
pursuant to AS 22.10,020 and AS 09.40.230.

1. CONFIDENTIAL OH, AND GAS WELL DATA

2.1 On or about April 24, 1980, Chevron completed
the drilling of an oil and gas well ("XIC well") or private
land located in the North Slope uorough. The land is owned by
ASRC and leased to Chevron and Standard. The Jlocation of the
well 1is described as:

1409 feet from the south 1line, 1361 feet

from the ease line, Section 1. Township 3

North, Range 35 East, Umiat Meridian.

State of Alaska.

2.2 Chevron and Standard are the "owners"™ of the

KIC well as that term is used i:i AS 11.05.035 and defined m A3

31.05.170(9). Chevron 1is the operator of t::e KIC well.
DELANEY. //ILtS.

~AYr  REITMAN —ox4  *A
jAmmN@RWKQ 2.3 Pursuant to AS 31.05.023(h)
at W\,\v
filic «oo 25.071, Chevron filed certain 2cr_fidar.ti.il

tic e «i *rje?

e
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information concerning the KIC well ("KIC well data™" with the
Conservation Commission.

2.4 At such time as the Chevron and Standard
lease terminates, ASRC will become the "owner"™ of the KIC well.
At that time, ASRC will also have the right to use the KIC well
data for its own proprietary purpose.

2.5 The sole legitimate purpose for which the KIC
well data may be used by the state of Alaska 1is the prevention
of waste and conservation of oil and gas.

2.6 The process of drilling the KIC well and
producing the KIC well data cost the plaintiffs 1in excess of
fifty million dollars and required over three years of plan—
ning, drilling and analysis.

2.7 The KIC well data have .substantial economic
value to the plaintiffs. The KIC well data allow the plain—
tiffs to evaluate ASRC®"s land for potential oil and gas devel —
opment. In addition, the KIC well data provide the plaintiffs
with critical information for the evaluation of land surround—
ing the KIC well.

2.8 So long as it 1is held confidential, the KIC
well data provide the plaintiffs with a significant competitive
advantage with respect to their competitors.

2.9 The KIC well data will continue to have

substantial economic value to the plaintiffs for the indefinite

DELANEY. WILES. future, so long as it continues to be held confidential ey the
M*v-5. REITMAN

u dRUBAKER. Inc. - - -

ATIOR'E*5 AT LAM Conservation Commission.

SUIfC 410

1007 MS? lie IVIMU
AR ARG

03 71 C790 f6«
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. STATUTORY AND REGULATORY CONFIDENTIALITY
PROVISIONS

3.1 AS 31.05.035(c) directs the Conservation
Commission to hold confidential <il and gas well 1information
filed with it for 24 months following the 10-day filing period

after completion of the well.

3.2 The KIC well data have been neld confidential
by the Conservation Commission. Unless the confidential period
is extended as described below, the Conservation Commission,
will release the data to the public at ;3:C0 A.M. , on Tuesday,

May 24, 1988.

3.3 AS 31.05.335(c) also provides iIn [

oart:

If the commissioner of natural resources
finds that the required reports And
information contain significant informa—
tion relating to the valuation of unlaasea
land in the same vicinity, the commission-
er shall keep the reports and information
confidential for a reasonable time afrer
the disposition of all effected unieased
land, unless the owner of the well gives
written permission to release the reports
and information at an earlier date.

>t DNR  has implemented AS

promulgating 11 AAC 83.153. The regulation states, in perti—

nent part:

IfT the commissioner finds that reports
or information required under AS
31.35.335(a) contain significant inrormo—
tion relating, to the valuation si un-—
leased land within a three-mile radius sr

3%&3HE%%& the &1l from which these reports or
jrthdel_ information were obtained, :he oom.mis-
THY R t-a v sicaer will, wupon the written request wvJ

e the owner of the welLl, keep the reports

¢ ~<Pr R si-ud
Auwc48.nmri or information e:onc idonti.t.i for [
M .5$1;a-
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reasonable time not to exceed 90 davs

after disposal of the unleased land,

unless the owner of the well gives

written permission to release the reports

and information at an earlier date.

3.5 The KIC well 1is located less than one half
mile from unleased land. Approximately three-fourths
land located within a three-mile vradius of the KIC well is
unleased state or federal land.

3.6 Accordingly,, the KIC well data contain
significant information relating to the valuation of unleased
land.

3.7 In order to obtain extended coniidantiaiity,
DNR requires that Chevron file a written request <rizh INK.

3.8 DNR does not currently have the authority to
examine the KIC well data.

3.9 DNR asserts that it may examine the KIC well
data filed with ti.e Conservation lommissicn at the time Chevron
files a request for extended confidentiality pursuant to AS
31.05.035(c) and 11 AAC 83.153 in order to make the finding set
out in the statute ("AS 31.05.035(c) finding").

V. STATE USE OF CONFIDENTIAL INFORMATION

4.1 Employees of CNR have asserted, in public
media, 1#n submissions to the Alaska legislature, and m ecaver-

sations with Chevron employees, that INC 1is ar.titled <c use,

and will use, tte KIC well data fcr "he follcwmy purposes,

among ozhers: (a, Estimating the value Zend », d c?7 ~ /"
state fcr oil and gas development; h. Cottar..: al - <“o01T3 -
oil and gas lease sales of statu lands r~ AS

CCMPLAINT FCR ~t™I ARATCRY AND tN.TYNCTIVI .-.11117 NN )
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38.05.180; (c¢) Establishing minimum bids for tracts offered in
state oil and gas lease sales; (d) Evaluating public offshore
lands, the ownership of which = 1in dispute between the United
States and the State of Alaska; -a) Promoting the state"s
position with respect to the oil and gas development of the
Arctic National Wildlife Refuge Alr."."B) ; and |Z) Promoting the
state®s position with- respect to the Jland trades negotiated
between the United States .department cf tna interior and
certain Native corporations.

1.2 The KIC well data will be reviewed by DNR
employees whose responsibilities include evaluation and leasing
of state lands. DNR"s valuation of state lands "/ill be affect—
ed by information obtained from reviewing the KIC well data.

4.3 DNR asserts that it 1is 1impossible to struc-—
ture DNR"s review of the KIC well data sc an tc preclude access
to that information by employees whose responsibilities include
evaluation and leasing of state lands.

4.4 The information DNR will obtain from raviev/-
ing the KIC well data will have economic /alua to DNR in its
capacity as proprietor of state land, in that it "“./ill enhance
DNR"s ability to evaluate state land.

V. COUNT  ONE - UNCONSTITUTIONAL
PROPERTY

;.1 Plaintiffs
5.2 Mandatory risciosuro :c pui:j to on?

of well data obtained Drum ‘“rivut -

CCI'PLAINT FCR CFCCARATCKI
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application for extended confidentiality,

does not substantial —
ly advance any legitimate state interest.
5.3 Mandatory disclosure to the public or to CNR

of the KIC well data therefore

violates state and federal

constitutional prohibitions against taking or damaging private

property for public use without just compensation.

Vi, COUNT TWO ~ VIOLATION OF 1UF PROCESS C? ERW

6.1 Plaintiffs

incorporate the prior allegations.
6.2

Mandatory disclosure to the public or tc CNR

of the KIC well data bears no reasonable or rational relation—

ship to the furtherance of a proper legislative purpose.
6.3 Mandatory disclosure to the public

or to CNR
of the KIC well data therefore violates state and federal
constitutional prohibitions against deprivation of property

J without due process of law.
!

VII. COUNT THREE - POLICE POWERS
l

' 7.1 Plaintiffs incorporate the priorallegations.
|

7.2 Mandatory disclosure

to the

of the KIC well

data has r.o connection with
|
the public health, safety, or general Z.elfare.
7.3 Mandatory disclosure tc the ~ --——-

cf the KIC well data

is therefore Lr. :;-:cal
i

powers of the State of Alaska.

Viilr. COUNT FOUR - VIOLATION ?F 7N

riLANEr. iVILES.

_ 3.1 Plaintiffs incorporate the prior
j. £e:xt'.'an
riRu3A<ER. Inc.

or-nreky? R §
i
"I«ty* pritnui
iNjM OPAGC AU if. A
.0;> jsem
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3.2 Mandatory disclosure to the public or tc DNR
of the KIC well data deprives plaintiffs of the enjoyment of
the rewards of their own industry.

8.3 Mandatory disclosure tc thepublic or to 3
of the KIC well data therefore violates -r.s inherent rights of

the plaintiffs.

I1X. COUNT FIVE - UNAUTHOR™ rIE :1ZZ IFIFNFIISNTIAL
INFORMATION

9.1 Plaintiffs 1incorporate

9.2 In the alternative, i

AS 21.05.035(c) 1s constitutional, neither toat
any other statute, authorizes the state, ..NR, ;r any .l :hei:
respective employees or agencies, re use information “remittee

oursuant tc AS 31.05.035 to enhance the scAte"s own :rcp

interest, or fcr any purpose ether than ch™ ™ * -
making the AS 31.05.035(c) finding.
9.3 Plaintiffs will suffer irreparable harm _f
DNR is allowed review the KIC ..-ell lata under circumstances
that permit access to r.formaticn by employees nose
responsibilities include evaluation xnd le?s:.n.?
COUNT  SIX FAKING 17

PUBLIC USE
10.1 Plaintiffs 1incorporate eve r:
x0.i. Any .sa or tnn .1 .2a. ‘it
i r any of their respectm m mpl "y :s
purposes other than making tne
tutas mm"raking" " ehtnagin-.:" r .r.>

cimodem "oy R R A { A TR e
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X1 . COUNT SEVEN - DECLARATORY RELIEF

11.1 Plaintiffs incorporate the prior allegations.

11.2 AS 22.10.020(g) authorises the superior court
to declare the rights and 1legal relations of an interested
party in case of ar. actual controversy.

11.3 Actual controversies exist with respect tc
(a) the <constitutionality of AS "21.05.023(c) as app_ied tc
private lands, and (b) assuming AS 31.05.035(c) 1is constitu—
tional, DNR"s authority to use the KIC well data fcr purposes
other than makincr the AS 31.05.035(c) finding.

11.4 Plaintiffs are entitled tc -a ;udgm.ent declar-
ing AS 31.Go.035(c) wunconstitutional on its face or as apphnec
tc the facts of this case.

11.5 In the alternative, plaintiffs are entitled
to a judgment declaring that DNR may net use the XIC we_ Il data
fcr any curpcse other than making the AS 21.05.025(c) finding.

X1l COUNT SIGHT - INJUNCTIVE RELIEF

12.1 Plaintiffs incorporate the prior allegations.

12.2 11 AAC 33.152 (a) requires Chevron to file a
written recruest with DNR 1in sufficient time prior tc Nay 24,
1933, to allow DNR to confirm that the KIC well data contains
significant mrormation relating the valuation cc un:easea land
within a three-mile radius of the well.

Plaintiffs will suffer irreparac_e
the KIC weil data is disclosed to the public nr INK.
12.1 Pursuant to as 09.40.130 anu Ziv._

plaintiffs ire entitled tc a preliminary and a tint

—rjrot s sw-s JA = Al ) v, ) S .



<

injunction, directing the Conservation Commission to hold the
data confidential without any review of the data by CNR.

12.5 In the alternative, plaintiffs ire
to a preliminary and permanent injunction directing CNR tc
review the KIC well data for the sole purpose .r ~.=.<ing the Ats
31.05.035(c) finding under such procedures as the court deems
necessary and appropriate tc insure the data weeeill act he used

for any other purpose.

WHEREFORE having stated 1its ccmclair.t. plaintiffs
pray for the following relief:

1. judgment declaring mat S 37.05.035 is
unconstitutional insofar as it requires t.ta gJaintiffs and-or

the Conservation Commission to disclose the KIC me«il data to

DNR or the public;

2. A judgment declaring that one Jonservation

Commission must continue to maintain the confidentiality or the

KIC well data;

In the alternative, 1 judgment declaring mat
ONR and its employees and agencies are -."imcut iucnonty -0 -&
the IC welx data ror any purpose .va

31.05.035(c) finding;

4. A preliminary injunction dirocrm: 2 .Mae/.a
Oil and 1las Conservation Commission us imr.

data as confidential pending too resolution m

" LA*-  mILES. 5. In the emlitrjrnatrve . mm id;
ha}\é? 7 +<EZI’;'I+41«

wf T 4 zirootmg CNR oview the _"If <j, .w

e i8] I
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the court deems necessary and appropriate tc 1insure the data
will not be used for any other purpose;

6. A permanent 1injunction directing the Alaska
Oil and Gas Conservation Commission to maintain the KIC well
data as confidential;

7. In the alternative, a permanent in:unction
forbidding DNR tc disclose the KIC well data prior to tr.s time
set forth in AS 31.05.035(c), and forbidding DNR to use the KIC
well data for any purpose other than making the AS 31.05.035(c)
finding.

8. Costs ana attorney rses
prosecution of this matter; ana

9. Such other relief as the court may deem
equitable and just under the circumstances.

DATED at Anchorage, Alaska this 21st day of April,

1983.

DELANEY, WILES, HAYES,
RSITMAN S 3RU3AKER, INC.
Attorneys for Chevron U.S.A.
Inc. ana Standard Alaska
Production Company
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STANDARD ALASKA PRODUCTION COMPANY

STATEMENT ON HB 186 - March 17, 1988

HB 186, 1in Section 2, seeks to (i) amend AS 31.05.035(c) to
1?mit its application to all exploratory wells, and (ii)
exclude wells drilled on private lands from the benefits of
extended confidentiality, while providing these benefits to
wells drilled on State lands. Standard believes no legitimate
public 1interest 1is served by this discriminatory treatment of
wells drilled on private lands.

In Alaska ™ unique frontier environment, vyears may elapse
between the drilling of an exploratory well and the disposition
of unleased acreage nearby. Almost any well yields significant
information about nearby lands, both State and private, and has
considerable commercial value. Alaska exploratory wells are
extremely expensive. The capital investment required to drill
a well is simply not justified unless the information obtained
thereby 1is maintained 1in a confidential status until nearby
lands are leased. Therefore, Standard believes the proposed
language on lines 2 and 3 on page 2 of HB 186 should be
eliminated.

Standard has -consistently objected to the removal of
provisions providing protection for exploratory wells,
delineation wells or development ”“ells wnich are deepened to
new horizons. However, Standard has no objection to the
immediate release of information from wells drilled strictly in
a development setting, Accordingly, Standard would support
provisions relieving the Alaska Oil and Gas Conservation
Commission from this administrative burden.

Standard believes the encouragement of the drilling of
exploratory wells on all lands 1is in the overall best 1interest
of the State and 1is the key to continued development of the oil
and gas industry in Alaska. Unless provisions are made for
protection of information obtained from this activity, no
incentive will exist to engage 1in exploration 1in areas where
development could require decades.



TESTIMONY OFFERED ON MARCH 17, 1988
BEFORE THE ALASKA HOUSE OF REPRESENTATIVES
RESOURCES COMMITTEE
REGARDING HOUSE BILL 186
by J. R. Carson

Thank you, Mr. Chairman. My name is John Carson. |am the Chief Geologist for
Chevron U.S.A.'s Western Region. | have been a petroleum geologist for 32 years
and have spent nearly two-thirds of that time working on Alaska exploration. |
speak today on behalf of Chevron. | appreciate the opportunity to testify on this
matter of importance to both the State and the petroleum industry. My remarks
will be brief. | will be glad to answer questions.

Chevron opposes Section 2 of House Bill (HB) 186 which amends AS 31.05.035(c).
The issue is extended confidentiality of well data. HB 186 proposes restricting
eligibility for extended confidentiality to exploratory wells only and to further
restrict eligibility to only those wells drilled on state lands.

\s we stated ir testimony during last year's session with reference to HB 41,
Chevron believes the current law is fair, well-intended, and in the best interest of
the State as well as the industry. | will not repeat that total testimony here today,
but will sum it up by saying we feel that the opportunity to apply for extended
confidentiality encourages operators to expend risk capital in the search for oil and
gas; they can count on their sensitive data being held from other operators while
waiting for a sale to be scheduled and held. Further, the surrounding landowners
will receive higher sale bids and leasing bonuses if the data are held confidential.
The benefit to all will be increased drilling over a long period of time which should
lead to discovery of more reserves. For your further information, we have
attached a copy of Chevron's testimony on HB 41 offered last April.



Chevron®s objections to Sec. 2 of HB 186 are twofold: first, the limitation of
extended confidentiality to exploratory wells, and second, the elimination of
extended confidentiality provision for wells drilled on lands other than those owned
by the State.

Chevron has no objection to routine development wells being excluded from
eligibility; however, problems arise when delineation or development wells drilled
below the producing zones are not afforded confidential status. Such wells may n.
fall in the State's definition of exploratory wells. Often, the data from these wells
is highly critical. ~ Provisions should be made to cover these wells as well as
stratigraphic tests which are drilled solely to gain information about the rocks in
the subsurface.

In discussing the limitation of extended confidentiality to wells drilled on state
lands, | would like to make three points: 1) oil knows no political boundaries, 2) the
AOGCC's obligation is to protect all landowners, and 3) the makeup of landowner-
ship in Alaska, which confirms the need for the current law.

Oil and gas accumulations and their accompanying rock formations have no
coincidence with or regard for political boundaries.  Consequently, enacting
legislation that discriminates as to ownership is futile. Oil is where you find it and
accumulations are rarely on one landowner's domain. Prudhoe Bay is a notable
exception.

The AOGCC is empowered to subject its policing authority to all lands of the state
regardless of ownership (Sec. 1 of HB 186 clarifies this authority). This authority
should carry with it an obligation to protect, as well as police, all of the
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landowners of the state. Surely, the federal government and private landown' » .,
whether they be Alaska natives or individuals, deserve the same protection as the
State. If HB 186 is enacted, operators would tend to drill on state lands to the
detriment of the private landowner and the federal government,

An argument for relaxation of extended confidentiality is that the law was enacted
for a special situation — the Beaufort Sea Sale of 1979 — and is no longer needed.
We believe the policy considerations which gave rise to the law remain wholly
applicable today. There are too many variables in the Alaska political scene to
assure sales coming off as scheduled. In addition, the 6,640-mile long coast line of
Alaska has the same multiple landownership at every mile that was responsible for
sale delays in the Beaufort in 1979. The 1979 sale may have been unique in that
the two government agencies were able to work out a joint sale. Typically state
and federal agencies hold sales at different times in the ,ame area while private
landowners lease when the demand exists. This complication of various leasing
dates is the reason that extended confidentiality eligibility on aU lands is so
important.

HB 186 acknowledges that extended confidentiality for exploratory well data is
appropriate, but unfairly limits its effect to wells drilled on state lands.

As preserlly drafted, HB 186 would apply to well data presently on file with the
State.  We have previously expressed our grave concern with this type of
retroactive legislation. The present version of HB 41 recognizes these concerns.
That bill has been amended to prevent retroactive consideration. A similar
amendment should be made to HB 186.
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In summary, AS 31.05.035(c) currently provides protection for all parties —con-
cerned; the state, the landowners, and the operators. Continuation of this law
unchanged will, in the long run, encourage drilling for oil and gas and, hopefully, in
finding new reserves which will offset foreign oil dependency and strengthen

Alaska's economy.

Thank you. | will be glad to answer any questions you may have.
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ATTACHMENT

TESTIMONY OFFERED ON APRIL 28, 1987
BEFORE THE ALASKA HOUSE OF REPRESENTATIVES
FINANCE COMMITTEE REGARDING HB 41 AND
HB COMMITTEE SUBSTITUTE 41
By J. R. Carson

Thank you, Mr. Chairman. My name is John Carson. | am the Chief Geologist for
Chevron U.S.A.'s Western Region. | have been a petroleum geologist for 31 years
and have spent nearly two-thirds of that time involved with Alaska's exploration
problems. | speak oday on behalf of Chevr.i.  Chevron appreciates the
opportunity to testify on this matter of importance to both the State and the
petroleum industry. My remarks will be brief and | will be glad to answer any
questions you may have.

Chevron opposed HB Committee Substitute 41 because we feel that the State and
the industry's best interests are served under the existing law. The State's best
economic interests are solved wlen increased leasing and exploratory drilling are
promoted. ~ Given the multiple lessors, harsh climate, long lead times, and
uncertain economic conditions, a prudent operator will not drill an exploratory well
next to open acreage unless he has some certainty that the open acreage will be
sold prior to his well data being released.

Therefore, Chevron contends that exploratory drilling will decline if HB 41 is
enacted. Previous testimony has generated much discussion on this topic and, |
must admit, it is not an easily proven point from either side. However, | plan to
present evidence that | hope will show why we contend that drilling will decrease.

First, historically there is a strong correlation between impending lease sales and
exploratory drilling. In the eighteen months prior to the State of Alaska Prudhoe



Bay Sale in September 1969, a total of 17 exploratory wells were drilled on leased
parcels adjacent to unleased parcels scheduled for the 1969 sale. Although these
operators were hoping to find oil, they were obviously attempting to gain
information that would allow them to construct realistic bids on the adjoining
parcels.

From 1974 through 1979, no State lease sales were held due to various factors
including complications of the Alaska Native Claims Settlement Act. From 1974
through 1976, very few exploratory wells were drilled. In 1976, in anticipation of
the joint State-Federal Beaufort Sea Sale scheduled for 1978, exploratory activity
picked up. In 1978, when it became apparent that this sale would have to be
delayed, the State enacted the current law which allowed operators to apply for
extended confidentiality on wells drilled in the vicinity of unleased lands.

The message here, | believe, is clear. Operators are looking beyond the drilling of
an e. oloratory well in an attempt to gain information near unleased parcels.

This leads to my second line of evidence which is a personal one. | have been
involved in numerous lease sales in my career, and in every one a major strategic
element was the consideration of drying a well or wells at a location that would
gain information for «in upcoming sale. In previous discussions on HB 41, there
have been statements, made to the effect that operators only drill wells to find oil
and gas. That is true up to a point. We do not normally drill these offsetting wells
without an economically feasible venture, but fne strategy involves finding the
combination of the best prospect located in the optimum position to gain
information on adjacent unleased lands. It is a standard part of our lease sale
preparation as I'm certain it is of any aggressive exploratory company. The
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aggressive explorer must look to the future. The early release of well data
punishes the aggressive explorer.

A second item that | feel needs clarification is the contention that the current law
stifles competition by denying a broad common data base to any company that may
want to explore in Alaska. Of the more than 100 exploratory wells drilled in
Alaska since the enactment of the extended confidentiality in 1978, only 50 have
received extensions of confidentiality beyond the normal two-year period. Cur-
rently, only 17 wells are in extended confidentiality. Of those 33 wells removed
from the list, the average period of extended confidentiality was 2.3 years. A
broad common data base does indeed exist.

The companies that are aggressive explorers and have the expertise, capital and
commitment to explore Alaska have been here doing so since statehood and are
exploring now. Other companies who have not been involved in drilling in Alaska
already have a wealth of infoimation available; all but 17 wells are available to
them free of cost, courtesy of those who have taken the risks and expended the
capital. This bill will not motivate drillers to take exploratory risks. It should be
pointed out that the release of over 100 wells drilled on the NPRA has not
increased competition and not encouraged any more companies to explore the area
other than those who have operated on the North Slope historically.

A third point that | would like to speak to concerns a suggestion that firms which
drill exploratory wells in frontier areas do not actually provide free information to
other firms, even under a two-year disclosure rule, because the firm doing the
drilling is able to recoup most of its costs from other firms through the process of
cost equalization. But cost equalization will occur only if the lease owned by the



exploratory firm is later included with other leases in a potential producing unit.
In the period since 1978, 77 percent (or 111) of the 144 exploratory wells drilled in
Alaska have not been included in a potential producing unit. Furthermore, of the
eight potential producing areas where the other 33 wells are located, most have not
yet been developed and, as a result, these wells may never have their costs shared.
What is most important to note in this regard is that if an exploratory well is
incapable of production — and this is true of most exploratory wells — there is
generally no cost equalization.

Another contention of HB 41 proponents is that the release of well data to the
public will allow safer and more efficient drilling practices. The Alaska Qil and
Gas Conservation Commission (AOGCC) already obtains the drilling data from
every well drilled. It is aware if there are known drilling hazards in certain
formations and it ensures safe drilling practices, because all drilling operations
must be permitted by them. The AOGCC currently reviews and approves all
drilling plans prior to the drilling of each well in Alaska, without having to divulge
well data to the public. Making all well data public will not make drilling
operations any safer or more efficient than they already are.

Now | would like to discuss two of the provisions of Committee Substitute for HB
41, First is the provision that the AOGCC shall provide access to all of the
confidential well data to the Department of Natural Resources. Chevron strongly
objects to this provision. We are, frankly, concerned with security. There are
large turnovers with DNR which industry has no control over. Often these former
employees end up in industry. We believe this to be an unacceptable risk. Within
our own company, we operate on a need-to-know basis. There are wells which
Chevron has drilled in Western Region that | am not privy to because | don't need
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to know in order to perform my function as Chief Geologist. As previously
mentioned, the AOGCC is charged with insuring safe and efficient drilling
practices. They need to know, DNR does not. We are particularly concerned about
the release of this data from wells on private lands.

A second provision of the Committee Substitute involves continuing the present
law as status quo until July 1991. Chevron's reaction to this is that this is an
arbitrary date and, like any arbitrary date or time period, overlooks the fact that
critical exploratory wells will continue to be drilled in Alaska as long as there is
open acreage and a probability that this open acreage will be sold. For your
consideration, | present the scenario that few or no critical wells requiring
confidentiality may be drilled until after 1991, Although | hope this is not the
case, | believe anyone who follows the oil industry in general, and Alaska oil in
particular, could consider this possibility.

Chevron hopes that the committee will not change the current law and leave open
the possibility that all critical offsetting wells to be drilled in Alaska may receive

extended confidentiality.

Thank you. | will be happy to answer any questions.
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March 16, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 11lI, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the
Alaska Oil and Gas Conservation Commission (commission).
This bill offers revisions to improve the state®s proposed
underground injection control (UIC) program for injection
wells related to the recovery and production of oil and
natural gas (Class Il wells). It also reinstates statutory
authority for affiliation with the Interstate O0il Compact
Commission, conforms certain sections of AS 31.05 to the
revised criminal code, and amends the provisions of AS 31.05
relating to the confidentiality of oil and gas well data.

In 1984, CSHB 680 (LSC) was enacted (ch. 91, SLA 1984). It
authorized the commission to "take all actions necessary to
allow the state to acquire primary enforcement

responsibility under 42 U.S.C. 300h-4 (Safe Drinking Water
Act of 1974, as amended, 42 U.S.C. 300f-300j), for the
control of underground injection related to the recovery and
production of oil and natural gas.” AS 31.05.030(h). Under
this authority, the commission prepared an application for a
state UIC program for Class Il wells, which has Dbeen
submitted to the U.S. Environmental Protection Agency (EPA)
for approval.

In their review, EPA staff identified certain provisions in
AS 31.05 which could be amended to improve the state"s
proposed program. The amendments arebeing proposed under
the terms of a memorandum of agreement between the
commission and EPA, Region 10.

Amendment of the criminal provisions of AS 31.05 is recom—
mended by the criminal division of the Department of Law.
When the comprehensive rewrite of AS 11 and AS 12 was un-—
dertaken in 1981 and 1982, it was determined to be too great
a task to attempt amendment of the state:s other criminal
provisions, scattered throughout the Alaska statutes, at the
same time. As this bill amends AS 31.05 for other reasons,
I believe it appropriate to take advantage of this
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opportunity to "clean up"” the criminal provisions of AS 31.-
05 as well, in order to make them consistent with AS 11 and
AS 12, as revised.

Amendment of the confidentiality provisions of
AS 31 .05.035(c) 1is recommended by the Alaska Oil and Gas
Conservation Commission. The proposed changes are described

in detail below.
The amendments to AS 31.05 in the bill are as follows:

Section 1. AS 31.05.027 is amended to eliminate state
statutory limitations on the commission®™s jurisdiction over
land of the United States.

Federal 1law requires that state UIC programs apply to un-—
derground 1injection occurring on property leased or owned by
the United States. 42 U.S.C. 300h(b)(1)(®) and 300j-6.

However, AS 31.05.027 presently provides in part:

The authority of the commission. . . applies to
land of the United States or to land subject to
the jurisdiction of the United States only to the
extent that control and supervision of conserva—
tion of oil and gas and prevention of waste by the
United States on its land fails to carry out the
intent and purposes of AS 31.05.005 - 31.05.170,

and otherwise applies to federal land so far as an
officer of the United States having jurisdiction,

or an authorized representative, shall approve any
of the provisions of AS 31.05.005 - 31.05.170 or
orders of the commission which affect land.

The jurisdictional limitations of AS 31.05.027 first
appeared as territorial legislation enacted 1in 1955, when
Alaska®"s relationship to the federal government was far more
subservient than after Alaskals acceptance 1into the Union.
As a state, Alaska"s potential jurisdiction over oil and gas
activities on federal land is limited only by constitutional
restrictions on the exercise of state police powers. See
Myers, The Law of Tooling and Unitization, sec. 11.04 (2d
Ed. 1984). AS 31.05.027 asserts less jurisdiction than 1is
now constitutionally permissible, and would be amended by
this bill to remove this potential impediment to the
commission®s regulation of oil and gas activities on federal
land.
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Section 2: AS 31.05.035(c) is amended to restrict 1its
application to exploratory wells and to limit the period of
confidentiality for reports and information from wells on
private and federal land to two years.

The existing Jlanguage of AS 31.05.035(c) requires that
certain reports and information from oil and gas wells be
kept confidential for two years after submission to the
Alaska 0Oil and Gas Conservation Commission, and for a longer
period if authorized by the commissioner of natural

resources. The primary purpose of this subsection was to
protect the confidentiality of exploratory well data
gathered 1in preparation for the Beaufort Sea jJoint lease
sale. As that sale had been postponed a number of times,

oil companies interested in bidding at the sale 1indicated

their need for a legislative provision ensuring the con—
fidentiality of their data until the sale was held. The
commission believes that no purpose 1is served by applying
the extended confidentiality provisions of this subsection
to development wells. Furthermore, the retention of
confidential data from development wells, which consists in
large part of core samples, uses up a substantial amount of
storage space, which 1is in short supply and costly. It is
anticipated that oil companies will not oppose this change.

AS 31.05.035(c) authorizes extended confidential treatment
beyond the initial statutory period of two years for reports
and information from oil and gas wells based on a deter—

mination of the commissioner of natural resources. Under
AS 38.05, the authority of the commissioner is restricted to
state land. Presently there 1is confusion as to whether the

commissioner may view confidential data from wells on
private and federal land for the limited purpose of making
an extended confidentiality determination under AS 31.05,
notwithstanding the commissioner®s 1inability to h.ive access
to those data under AS 38.05. Amendment of the subsection
would clarify that the commissioner®s determinatio. under

this provision 1is limited to state land. The amendment
would also eliminate the possibility of extended
confidential treatment for well data from private and
federal land. This latter amendment was proposed by the

Alaska Oil and Gas Conservation Commission based on 1its
belief that extended confidential treatment beyond the
automatic statutory two year period for reports and informa—
tion from those wells serves no useful purpose.
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Section 3. AS 31.05.070(a) is amended to eliminate the
"transactional™ immunity provided as a result of a person
being compelled to testify or produce documents before the
commission or a court, and to make its provisions consistent
with the revised criminal code.

As it now reads, AS 31.05.070(a) affords a person
transactional immunity if compelled to appear as a witness
under that statute. This provision could preclude effective
enforcement of the state®"s UIC requirements if it were to be
applied to compel testimony of a witness, and consequently
foreclosed subsequent prosecution of that witness for

violating a requirement of the state"s UIC program. The
provision is also 1inconsistent with the 1immunity provision
of AS 12.50.101. The amendments eliminate the iImmunity

provision. Under new language added to AS 31.05.070(a), a
witness who asserts his or her privilege against
self-incrimination may be granted immunity and compelled to
testify under AS 12.50.101. The immunity will be immunity
from the use of his or her testimony and any evidence
derived from it. Language that disallows self-incrimination
as a ground for excusing attendance, testimony, or
production of books and records, is also deleted. That
language 1is potentially wunconstitutional, and 1{is unneces—
sary.

Af 31.05.070(a) also provides that a compelled witness 1is
not exempt from prosecution and punishment for perjury
committed while testifying. This provision would also be
repealed because it duplicates provisions of the criminal
code.

Section 4. New AS 31.05.141 would be placed in a
"miscellaneous provisions”™ article in AS 31.05, to reinstate
express authority to affiliate with the Interstate Oil
Compact Commission(l10CC). The new statute 1is patterned

after Vt. Stat. Ann., tit. 29, sec. 565 (1983). Section 15,
ch. 40, SLA 1955, which created the 0il and Gas Conservation
Commission, authorized affiliation with the 10CC. After
statehood, sec. 15 became AS 31.05.130 and 31.05.140.
Section 2, ch. 247, SLA 1970, vrepealed AS 31.05.130 and
31.05.140. purging AS 31.05 of that authorization. Of note
is the fact that the state 1is still a dues-paying member of
the 10CC.

Sections 5 and 6. AS31.05.150 (a) and (b) are amended to
eliminate the "wilful™ standard from consideration 1in the
imposition and recovery of civil penalties; to increase the
civil penalties that may be imposed; to make sec. 150°s
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provisions consistent with the provisions of the revised
criminal code; and to establish <crimina liability for
violations of the commission®s legulations and orders.

AS 31.05.150(a) currently imposes civil penalties for wilful
violations of AS 31.05 or regulations or orders of the
commission. However, there 1is no indication of the type of
wilfulness required.

Use of the term "wilfully"” in criminal statutes has
traditionally required a showing of bad intent. Although
evidence of bad intent is generally not required to 1impose
civil penalties, amendment of the statute to eliminate the
term would remove any doubt as to the ability of the state
to impose civil penalties in the absence of evidence of bad
intent.

The amendments would 1increase the amount of civil penalties
imposable under AS 31.05.150(a) from "not more than $1,000"
to "no more than $5,000 per day for each day of violation."
The $1,000 amount, which was first established in 1955, s
now inadequate to deter violations. The 1increased penalty
would more effectively accomplish that.

The bill would amend AS 31.05.150(b), which imposes criminal
liability for falsifying records and committing similar
offenses, to make the description of those offenses
consistent with AS 11.46.630(a)(1) -- (4). The class A
misdemeanor penalty classification raises the possible
maximum term of imprisonment to one year but the amount of
the fine 1is unaffected.

Section 7. AS 31.05.150 is amended by adding a new
subsection (f), imposing criminal liability on a person who
knowingly violates a regulation or order of the commission.

Section 8. This section identifies a somewhat unusual
adoption of a court rule. It takes a cautious approach, to
assure compliance with art. 1V, sec. 15, of the Alaska

Constitution, regarding legislative change of a court rule.
Although Rule 732 of the Uniform Rules of Criminal Procedure
(promulgated by the National Conference of Commissioners on
Uniform State Laws in 1974) does not appear in the
publication of Alaska Court Rules, it was adopted by the
Alaska Supreme Court, under 1its constitutional rule-making
authority, 1in State v. Serdahely, U35 P.2d 1182 (Alaska
1981). A Superior Court judge has held that a legislative
change of the substance of that rule requires the same pro—
cedures as for a legislative change of any other court rule.
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Thus, sec. 8 of this bill cites the court rule and describes
the change, as required by Rule 39(e), Uniform Rules of the

Alaska State Legislature. Also, in compliance with that
legislative rule, the title of the bill mentions the
court-rule change. IT this bill passes but the section

making than change does not receive a two-thirds vote 1in
favor of i1t, and the amended statute is challenged in court,
the Alaska Supreme Court will, of course, have the final
word on whether those procedures were necessary.

I urge your prompt action on this measure to strengthen the
state®s UIC program, to reip~tate authority to affiliate
with the 10CC, and to update/AS 31.05. /™A
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ATTACHMENT
TESTIMONY OFFERED ON APRIL 28, 1987
BEFORE THE ALASKA HOUSE OF REPRESENTATIVES
FINANCE COMMITTEE REGARDING HB 41 AND

I1BCOMMITTEE SUBSTITUTE 41
By J. R. Carson

Thank you, Mr. Chairman. My name is John Carson. |am the Chief Geologist for
Chevron U.S.A.'s Western Region. | have been a petroleum geologist for 31 years
and have spent nearly two-thirds of that time involved with Alaska's exploration
problems. | speak today on behalf of Chevron. Chevron appreciates the
opportunity to testify on this matter of importance to both the State and the
petroleum industry. My remarks will be brief and | will be glad to answer any
questions you may have.

Chevron opposed HB Committee Substitute 41 because we feel that the State and
the industry's best interests are served under the existing law. The State's best
economic interests are solved when increased leasing and exploratory drilling are
promoted.  Given the multiple lessors, harsh climate, long lead times, and
uncertain economic conditions, a prudent operator wi;l not drill an exploratory well
next to open acreage unless he has some certainty that the open p-ieage will be
sold prior to his well data being released.

Therefore, Chevron contends that exploratory drilling will decline if HB 41 is
enacted. Previous testimony has generated much discussion on this topic and, |
must admit, it is not an easily proven point from either side. However, | plan to
present evidence that | hope will show why we contend that drilling will decrease.

First, historically there is a string correlation between impending lease sales and
exploratory drilling. In the eighteen months prior to the State of Alaska Prudhoe



Bay Sale in September 1969, a total of 17 exploratory wells were drilled on leased
parcels adjacent to unleased parcels scheduled for the 1969 sale. Although these
operators were hoping to find oil, they were obviously attempting to gain
information that would allow them to construct realistic bids on the adjoining
parcels.

From 1974 through 1979, no State lease sales were held due to various factors
including complications of the Alaska Native Claims Settlement Act. From 1974
through 1976, very few exploratory wells were drilled. In 1976, in anticipation of
the joint State-Federal Beaufort Sea Sale scheduled for 1978, exploratory activity
picked up. In 1978, when it became apparent that this sale would have to be
delayed, the State enacted the current law which allowed operators to apniy for
extended confidentiality on wells drilled in the vicinity of unleased lands.

The message here, | believe, is clear. Operators are looking beyond the drilling of
an exploratory well in an attempt to gain information near unleased parcels.

This leads to my second line of evidence which is a personal one. | have been
involved in numerous lease sales in my career, and in every one a major strategic
element was the consideration of drilling a well or wells at a location that would
gain information for an upcoming sale. In previous discussions on HB 41, there
have been statements made to the effect that operators only drill wells to find oi
and gas. That is true up to a point. We do not normally drill these offsetting wells
without an economically feasible venture, but the strategy involves finding the
combination of the best prospect located in the optimum position to gain
information on adjacent unleased lands. It is a standard part of our lease sale
preparation as I'm certain it is of any aggressive exploratory company. The
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aggressive explorer must look to the future. The early release of well data
punishes the aggressive explorer.

A second item that | feel needs clarification is the contention that the current law
stifles competition by denying a broad common data base to any company that may
want to explore in Alaska. Of the more than 100 exploratory wells drilled in
Alaska since the enactment of the extended confidentiality in 1978, only 50 have
received extensions of confidentiality beyond the normal two-year period. Cur-
rently, only 17 wells are in extended confidentiality. Of those 33 wells removed
from the list, the average period of extended confidentiality was 2.3 years. A
broad common data base does indeed exist.

The companies that are aggressive explorers and have the expertise, capital and
commitment to explore Alaska have been here doing so since statehood and are
exploring now. Other companies who 'nave not been involved in drilling in Alaska
already have a wealth of information available; all but 17 wells are available to
them free of cost, courtesy of those who have taken the risks and expended the
capital. This bill will not motivate drillers to take exploratory risks. It should be
pointed out that the release of over 100 wells drilled on the NPRA has not
increased competition and not encouraged any more companies to explore the area
other than those who have operated on the North Slope historically.

A third point that | would like to spea*; to concerns a suggestion that firms which
drill exploratory wells in frontier areas do not actually provide free information to
other firms, even under a two-year disclosure rule, because the firm doing the
drilling is able to recoup most of its costs from other firms through the process of
cost equalization. But cost equalization will occur only if the lease owned by the
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exploratory firm is later included with other leases in a potential producing unit.
In the period since 1978, 77 percent (or 111) of the 144 exploratory wells drilled in
Alaska have not been included in a potential producing unit. Furthermore, of the
eight potential producing areas where the other 33 wells are located, most have not
yet been developed and, as a result, these wells may never have their costs shared.
What is most important to note in this regard is that if an exploratory well is
incapable of production — and this is true of most exploratory wells — there is
generally no cost equalization.

Another contention of HB 41 proponents is that the release of well data to the
public will allow safer and more efficient drilling practices. The Alaska Qil and
Gas Conservation Commission (AOGCC) already obtains the drilling data from
every well drilled. It is aware if there are known drilling hazards in certain
formations and it ensures safe drilling practices, because all drilling operations
must be permitted by them. The AOGCC currently reviews and approves all
drilling plans prior to the drilling of each well in Alaska, without having to divulge
well data to the public. Making all well data public will not make drilling
operations any safer or more efficient than they already are.

Now | would like to discuss two of the provisions of Committee Substitute for HB
41, First is the provision that the AOGCC shall provide access to all of the
confidential well data to the Department of Natural Resources. Chevron strongly
objects to this provision. We are, frankly, concerned with security. There are
large turno. ers with DNR which industry has no control over. Often these former
employees end up in industry. We believe this to be an unacceptable risk. Within
our own company, we operate on a need-to-know basis. There are wells which
Chevron has drilled in Western Region that | am not privy to because | don't need
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to know in order to perform my function as Chief Geologist. As previously
mentioned, the AOGCC is charged with insuring safe and efficient drilling
practices. They need to know, DNR does not. We are particularly concerned about
the release of this data from wells on private lands.

A second provision of the Committee Substitute involves continuing the present
law as status quo until July 1991. Chevron's reaction to this is that this is an
arbitrary date and, like any arbitrary date or time period, overlooks the fact that
critical exploratory wells will continue to be drilled in Alaska as long as there is
open acreage and a probability that this open acreage will be sold. For your
consideration, | present the scenario that few or no critical wells requiring
confidentiality may be drilled until after 1991,  Although | hope this is not the
case, | believe anyone who follows the oil industry in general, and Alaska oil in
particular, could consider this possibility.

Chevron hopes that the committee will not change the current law and leave open
the possibility that all critical offsetting wells to be drilled in Alaska may receive

extended confidentiality.

Thank you. | will be happy to answer any questions.





