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Introduced: 1/19/87

Referred: Resources and
Finance
IN THE HOUSE BY BROWN AND KOPONEN

HOUSE BILL NO. 41
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the confidentiality of certain

oil and gas information."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 31.05.035(c) is amended to read:

X (© The reports and information required in (@) of this section
AL
/Q’\iay/befaktfm aﬁ?-fird\?gitial r 24 months following the 30-day TFiling

period®unless tKe owner of tne well gives written permission to re-
lease the reports and information at an earlier date. [IF THE COMMIS-
SIONER OF NATURAL RESOURCES FINDS THAT THE REQUIRED REPORTS AND INFGR-
MATION CONTAIN SIGNIFICANT INFORMATION RELATING TO THE VALUATION OF
UNLEASED LAND IN THE SAME VICINITY, THE COMMISSIONER SHALL KEEP THE
REPORTS AND INFORMATION 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 subse-
quent to the 30-day filing period 1is [SHALL BE CONSIDERED] public
information and may [SHALL] not be classified confidential.
Production data, as used in this subsection, means volume, gravity®
and gas-oil ratio of all production of oil or gas after the well

begins regular production.

HBO041A 1.



of epesall ) 50 By
i - ate Capito
House Judiciary Committee Juneat Afcka 00811
(907) 465-4990
REVISED
AGENDA
February 18 - 20, 1987
(* indicates first public hearing)
HOUSE JUDICIARY Capitol 120 1:30 p-m. 3:00 p.m.
465-4990 Monday  Friday
Wednesday *HB 106 An Act relating to the payment of criminal fines and

restitution. (Teleconference all sites)

HB 114 An Act relating to acceptance of surety bonds. (Held
over from 2/16)

*HB 122 An Act relating to the authority to compromise
certain misdemeanors.

Thursday HB 61An Act relating to the renewal of permits for the use
of mental health land of the state; ed. (Held over
from 2/16)

HB 67 An Act relating to the rural housing program of the
Department of Community and Regional Affairs; ed.

HB 86 An Act relating to the definition of veteran for
purposes of veterans’ employment preference rights;
ed.

Friday HB 28 An Act relating to municipal penalties for

prostitution. (Heard and held over from 2/16)

HB 43 An Act relating to return transportation for workers.
(Heard and held over from 2/16)

HB 52 An Act relating to motor vehicle forfeiture. (Heard
and held over from 2/12)

HB 53 An Act relating to penalties for violation of
workplace safety laws. (Heard and held over from 2/11
and 2/12.)

For information contact John Hartle or Peggy Sepulveda c/o Rep. John Sund,
Room 120 Capitol, 465-4990.



The following are responses to_the five Legislative Findings of CS for House Bill
No. 41 (Resources), February 17, 1987:

LEGISLATIVE FINDING »1

"The best interests of the state will be served if oil and gas well data and
information are not held confidential for periods longer than"two years."

Response

The best interests of the state, particularly increased revenue, are better
served where additional leasing and drilling 0f Alaska's oi] and gas resources
are promoted. ~Knowing that significant “well data and information will be
kept' confidential until adjacent” lands, are leased will actually encourage
frontier exploration in the ‘state and will encourage the dnllmtlt; of additional
wells because the driller knows that he can drill to test geologic concepts
that, until tested, do not economically justify ac,qumng a large acreage
position. Most often, several concepts must be studied and tested” by drilling
If any are to prove successful. This testing may require along period of time
in the Alaskan environment and_requires & substantial economic_risk to the
driller.  Without extended confidentiality, this type of exploration will not
oceur,

If the two year period proposed in HB #41 is adopted, an operator will not
risk drilling"a well near open acreage unless he is confident a lease sale will
occur in less than two years, If there is any uncertainty, the net effect of a
two year period, will be to discourage exploration.

Restricting confidentiality of well information. for a two-year period
establishes a time limit ori confidentiality that is inconsistent with the long
lead times required to op_T[ate in Alaska, as dictated by remote Ioc?tlons,
harsh climate, seasonal drilling restrictions, and changing sale schedules. A
two-year confidentiality period will favor short-term operations adjacent to
sales’scheduled in the immediate future and _d|scourag_e long-term operations
in areas where the sales are scheduled in the distant future or have
questionable certainty of occurring.

Following are examples that show how the current policy increases
exploratory drilling, increases industry competition, and enhances the state's
economic interest:

At the time of the State-Federal Joint Sale, BF-79, in the Point
Thomson area, a gas condensate had been delineated by several wells.
Fifteen tracts in the area received bids at the sale. The b|dd|ng
companies that had aH of the confidential well information acquire
only two leases at.relatively low bonuses. One bidding group that did
not have an”™ well information acquired six leases for large bonus bids,
Subsequent to the sale, five wells were drilled on those I€ases acquired
by companies that did not have all the confidential information prior to
thtla sale — %llthough nearly all of that well data was released arter the
sale occurred.



Another example from the same sale was that a combine of two
com7pan|es that presumablx had no well information in the area of Tract
BF-76 out-hid the group that had a discovery offsettm& tract BF-76 and
narrowly missed beating the winning bid by [ess than 5%.

In State Sale #36, a group drilled a delineation well in the P
field directly offsettm% the sale area. At the time of th
winning bid was submitted by a group of companies that had
wellll data and bid more than"$2MM above the group that had
well.

Another example addresses a similar situation in the Cape Halkett area.
Chevron with partners drilled a well on anate land prigr to OCS Sale
#71, held in 1982, and State Sale #43, held in 1984." Chevron did not
Partmlp_ate in the bidding on nearby tracts, but all the tracts were
eased in the area. Subséquently, ariother exploratory well was drilled
in the area by other lease holders. This example also points out that
the juxtaposition of private, Federal, and state land is a common
occurrence and prospects cannot always be leased in one sale.

Similar bidding patterns occur repeatedly in State and OCS sales throughout
the U.S, To argue that the early release of well data serves the best inferest
of the State Is°to |tgn0re what really haPpens in competitive lease sales and in
subsequent explorafion and development.

The state benefits, from_ the _emstmg provisions of the law because they
encourage exploration drilling in the Trontier areas of Alaska by rev_varqu
risk takers with protection 0f their investment in proprietary confidentid
data and encour_a%mg them to make long-term exploration plans and pursue
new ideas and high risk ventures.
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LEGISLATIVE FINDING #2

"I,n,creasmq the amount of oil and gas well data and information available to
citizens, of the state and to the state's oil and gas industry, will_ improve
comgetmon and encourage more companies to become involved in oil and gas
exploration and production in the state.

Response

Fifty-one percent of all state acres leased since statehood have been leased
since the enactment in 1978 of the law Prowdmg for extended confidentiality
periods of certain wells, It has been alleged that there are other companies
not currently operating in Alaska who may be willing to come to Alaska and
explore if there is a common data base on wh ?h thex can build. But in fact
of the hundreds of wells that have been drilled since 1978 only 50 as of



February, 1987, have ever been granted extended confid_ential_itr beyond 24
months.” Of these, only 17 are cutrently in extended confidentiality. " Of the
33 wells whose data have now been relgased, the average time period for the
ei<tend3|on oftconf|dent|al|ty was only 2.3 years. A broad common data base
already exists.

The companies that are aggressive explorers and have the expertise, capital
and commitment to exploré Alaska have been here doing so since statehood
and are_exploring now, Other companies who have not been involved in
drilling in Alaska aIreadK have a wealth of information available; all but 17
wells are available to them free of cost, cour*m/ of those who have taken
the risks and expended the capital, This bill wLx. ot 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 comgames to explore the area other than those who have operated on
the North Slope historically.

LEGISLATIVE FINDING »3

"The predictable release of oil and gas well data and information will
expedite 0il and gas exploration and ‘production and enhance the state's
economic interests.”

Response

The purpose of granting extended confidentiality is to allow companies to
plan_exploratory p,roPrams that are based on fair and consistent treatment of
confidential well information and to allow for changes in the state's leasing
schedule. ~ Without assurance of confidentiality, "companies will not be
encoura?ed to drill on prospects near or adjacent to unleased land until those
prospects are substantially leased. This bill will serve to delay rather than
expedite oil and gas exploration.

The to? four oil-producing states of Texas, Alaska, Louisiana, and California
currently have provisions to extend confidentiality periods b,e>{_ond, two years.
Direct comparison, however, to a_n}/ provisions for confidentja |t¥_ in the“other
forty-nine States Is not apP_roprla e for Alaska's unique situation of harsh
climate, remoteness, and limjted drilling seasons. ~Alaska is a difficult
frontier for oil and gas exploration and requires a long lead time for
exploration. ' 'ells have been drilled in some areas of the State where even
today, almost ten years after the wells were drilled, no sale of adjoining
public, fands is scheduled.  To be meaningful, extended confidentiality
provisigns, where appropriate, must remain open-ended. A two-year period
of confidentiality is inconsistent with the long lead times required for Alaska

te_>r<T§J|oration and sale schedules that unavoidably must change from time to
ime.



Past experience clearly shows that the Five-Year State Sale Schedule
unavoidably changes for"a variety of unforeseen reasons, For example, the
new 1987 Five-Year Leasing Program has been reduced, by elimination or
recombination, to ten scheduled Sales from the nineteen sales reflected In
last year's program. Sales that have been eliminated are Icy Cape, Holitna,
CooK Inlet #62, offshore Icy Cape, Point Franklin, White "Hills and Hope
Basin. In addition, there are significant delays in the sales that have
remained on the schedule. Four of the scheduled 'sales have been delayed an
average of one year and five months. Because there is no guarantee ‘that a
sale Will be held as scheduled, DNTI's option_of extending confidentiality for
well data that meets the criteria set out in the law and regulations 1s an
efficient means of encouraging exploration and allowing a company. to
expedite development of an exploration program based onconsistent guide-
lines and regulations.

A prospect, or potential oil or ?as field, will not usually be found to lie
entirely within the ands offered at a single lease sale. Generally, a prospect
will not be economic to produce unless the drilling companH has énough of the
rospect under lease such that production revenue will return a profit.
herefore, hefore investing in develoPment costs, the company must try to
obtain additional lands in Subsequent lease sales or private leaSe acquisition
to cc/er enough of the prospect to make it economical to produce. It will not
benefit an aggressive company to drill a well to delineate the prospect, just
to have a competing. company use that same weU data to win leases on the
majorlt?/ of the remaining lands in the prospect. This is why it is important
for"well data to remain“confidential for extended periods in certain areas;
otherwise, an aggressive company's incentive may be lost.

LEGISLATIVE FINDING #4

"Drilling operations will be safer and more efficient if oil and gas well data
and information are available from nearby wellsT"

Response

The Alaska Qil and Gas Conservation. Commissjon (AOC-,CC% already optains
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 AQGCC
currently reviews and aﬁproves all drilling plans prior to the drilling of each
well in Alaska, without having to divulge well data to the public. _akmgz all
vY]eII dfata ublic will not make drilling operations any safer or efficient than
they already are.



LEGISLATIVE FINDING 15

"A better overall understanding of Alaska's subsurface resources and geology
WIN be promoted if oil and gas well data and information are made available

to the public.”
Response

Data from hundreds of wells have already been released to the public. To
release data from a few particular wells that have been granted extended
confidentiality to encourage a private exploration plan would not
substantially add to the current pool of geologic knowledge on Alaska and
would not outweigh the long-term economic value to the state of encouraging
frontier exploration based on novel concepts. This bill would especially
discourage exploration of the least understood areas in Alaska vherc study
and successful testing of geologic concepts requires a long period of time in
the Alaskan environment. Most often these concepts do not economically
justify acquiring a large acreage until proven by several wells. Unless the
confidentiality of well data that tests these concepts is protected, this type
of high-risk exploration will not be pursued.

We question whether the state has a legitimate interest in releasing to the
public proprietary well data, particularly those data obtained from private
lands.
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The bill would eliminate a requirement that- the Commissioner of Natural
Resources extend the period of well confioc;itiality in certain cases.
Passage of the Dbill would result in a slight decrease in workload, but net
savings would be very small and are difficult to project.
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STEVE COWPER, GOVERNOR

DEPARTMENT OFNATURAL RESOURCES
DIVISION OF OIL AND GAS mwm

February 6, 1987

The Honorable Sam Gotten, Co-Chair

The Honorable Adelheid Herrmann, Co-Chair
House Resources Committee

Alaska State LegisT ture

P.0. Box V

Juneau, AK 99811

Dear Representatives Cotten and Herrmann:

At your request tne division is providing further information relating to
House Bill 41. HB 41 would eliminate a requirement that the Commissioner of
Natural Resources extend the period of confidentiality for oil and gas well
data when the data contain significant information relating to the value of
unleased land in the same vicinity.

You have asked several questions relating to HB 41 which we will attempt to
answer.

1. What requests for extended confidentiality are pending?

Answer: The division currently has no requests pending, although requests to
extend confidentiality are anticipated for 15 exploratory wellsand
16 development wells within the next two to three years. A list of
these wells is attached.

2. In the case of wells for which extended confidentiality v/as requested, was
it ever denied?

Answer: A formal request for extended confidentiality has been denied in only
one case of which we are aware. That was the request for Sag Delta
Well No. 8. A copy of thedenial letter is attached.

Informal requests have also been made. For example, Texaco, 1iIn a
meeting with the division inquired as to the chances for extended
confidentiality for its Prudhoe #1 Well. The distance (approximately
16 miles) from unleased land prompted the division to respond that
the chances for extension were relatively slim. The division never
received a formal request from Texaco to extend the confidentiality

of this well.



Reps. Cotten and Herrmann
February 6, 1987

Page 2

Although the decision of whether or not to extend confidentiality has
often not been an easy one, no decision has ever resulted in
litigation. To our knowledge, the closest we ever came to litigation
was in the case of the Chevron Jeanette Island #1 Well. This well 1is
situated about four miles from unleased land, and was plugged and
abandoned in 1982. An initial decision by the division to deny
extended confidentiality resulted in Chevron®s declaration of its
intent to litigate thedecision. Thedivision eventually issued a
decision to extend the confidentiality of the welldata until after
federal Sale 87 in theBeaufort Sea. Thesale was held, and the well
data were subsequently released.

3. Should strati graphic test wells be handled differently from exploratory
wells?

Answer :

Attached is the list of federal and state strati graphic test wells
drilled to date offshore Alaska. The Code of Federal Regulations
(attached) requires the Director of the Minerals Management Service
to make available to the public all data from drilling a deep
stratigraphic test in federal waters 10 years after the completion of
the test or 60 calendar days after the issuance of the first CCS oil
and gas lease within SO miles of the well, whichever 1is sooner.

These regulations seem to be well-suited to the general OCS situation
characterized by large, untested offshore basins where companies are
prone to cooperate in drilling a stratigraphic test. |In the case of
state lands, the offshore lands proposed for a lease sale are long,
linear "bands™ that would not easily lend themselves to a "distance
to first leased land"” test as used in the federal regulations. Nor
would the patchwork of state leased and unleased lands easily lend
themselves to a similar distance requirement. Only in the case of
large, untested onshore areas such as in the Minchumina or Holitna
basins would the concept of release of stratigraphic test data only
after leasing of lands within a certain radius of the well be

useful. It is not clear that the state needs to make special
provisions for stratigraphic test wells at this time. As can be seen
from the attached list, most, but not all of the stratigraphic test
wells were drilled within two years of the lease sale.

4. Historically, what has been the effect on drilling strategy and scheduling
of the extended confidentiality provision prior to scheduled lease sales?

Answer:

The major discoveries in Alaska (North Slope and Cook Inlet) were all
made prior to passage of the extended confidentiality statute. Much

of the exploratory drilling prior to 1978 took place "against" nearby
unleased land.

The extended confidentiality provision became effective in 1978. It
is difficult for the division to speculate about whether or towhat
degree an operator®s decision to anil wasinfluenced oy tne extended
confidentiality provision. After 1978, operators were aware that the
closer their well location was to unleased land, generally the better



Reps. Cotten and Herrmann
February 6, 1987
Page 3

were their chances of being granted extended confidentiality. In
each case, the possibility of keeping the well data confidential
beyond the two-year period and the value of such data in trading for
other companies® confidential data v/ere probably considered prior to
drilling. However, the value of such confidential data is a
relatively minor part of the total expenditure for an exploratory
well. Statewide drilling activity prior to passage of the provision
for extended confidentiality showed that the prospects of discovery
of hydrocarbons with the possibility of eventual production or the
incentive to evaluate a lease prior to its expiration are much
stronger incentives to drill than is the value of the extended
confidentiality.
When well data are released to the public they become available to all
operators large and small. The data are then used to refine geological
geophysical concepts and understanding, both in the area of the well and
regionally. It is generally accepted that in an area such as Alaska, where
relatively little drilling has occurred, enlarging the data base will lead to
a better understanding by all interested parties of the factors that control
thepresence (or absence) of petroleum in a particular area. Abetter
understanding of the geologic picture should lead to better definition of the
optimum places to search for hydrocarbons. Releasing the data on a timely
basis would result in their being incorporated into the diverse existing and”
future exploration concepts, rather than limiting their effective use to one
or a few companies. Therefore, on balance we think that removing the
provision for extension of confidentiality will lead to eventual discovery and
development of additional hydrocarbons on state land.

and

Sincerely,
dwo- *4y

"James E. Eason

Director

cc: Representative Mike Navarre
Representative Lyman Hoffman
Representative Drue Pearce
Representative John Sund
Representative Cliff Davidson
Representative Henry Springer
Representative Dick Schultz
Representative Kay Brown

0386¢



WELLS FCR WHICH EXTENDED CONFIDENTIALITY

MAY BE REQUESTED

(release dates in 1S87 or 1S88)

Exploratory Wells:

Company

1. Shell Western E&P Inc.

2.  ARCC
3. ARCO
4. Texaco
5. Texaco

6. Shell Western E&P Inc.

7. Amerada Hess
8. Amerada Hess

9. Texaco

10. Standard AK. Prod. Co.

11. Texaco
12. Amerada Hess
13.  Chevron
14.  Chevron

15.  CK/Vaughn

Development Wells:

1. ARCO

0385c

Well

BF-57 #1

K.R.U. W. Sak #26
Brontosaurus #1
Colville Delta #1
Colville Delta #1-A
CCS Y-180 #
Northstar #1
Colville Delta 25-1
Colville Delta #2
Niakuk #6

Colville Delta #3
Northstar #2

KIC #1

Pretty Ck. U. #224-28

Kup. Delta #1

Release
Date

03-12-87
03-29-87
04-26-87
05-07-87
05-26-87
08-20-87
02-14-88
04-03-88
04-15-80
04-24-88
04-03-88
05-06-88
05-24-88
09-22-88

Drilling

Kuparuk "drillsite Q wells"
16 wells permitted, drilling

or "holding”

Present Est.
Distance From
Unleased Land

6

5

1

5

miles

miles

.5 miles

miles
miles
miles
mile

miles
miles
miles
miles
mile

mile

miles

10 miles

1-

2 miles
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Anchorage A%aska 99510

Attention: Mr. Fritz G N
Hentio Managert A%cho?gge District

reference: S el Ry, Beahot Seh ke

Mr. Nagel:
|I 25 1983, Ma hon reque ted that t erde art ent extend he
con |aI|£y erio or he su t weI e a are cur h/
sche uIe to,.0e release 8“ 8 on when the nth.
con identia |dl|t P eriod rescnbe by 20 3 explres reV|ew of
gudrg undin S ﬁie aat ns reques tute
0 pr es ha ona eva e omm oner weI reporﬁ an
other d Whic c ntam 3| |eant r atf(o n(? evaluation of
unlease n S In e s |cmlt S a e ntia or a
reasonab| }me atf Sr t e d|s osJtion o a ecte un ease Usin

0 A i hs”hhaem
%mmﬁh\/’\%hjdl a{/\e a[ ?fect the evaluation oh unlease (i é gne
er

Ehrhn{)h/smn oqlmylgl ecis io

5§I|nlgr the Alaska Oil and Gas Conservation
eny [

equest.
Sincerely,
Director, CMBM
cc. Esther C. Wmck missioner
eyar emte(h .ggr?ources
laska ﬁ and Grc : ervation Commission

KB/SM/skt/1285s



STRATIGRAPHIC TEST WELLS
Drilleci on Federal CCS Lands
(Continental Offshore JStrati graphic Test Wells)

Completion

Area Date
Norton Basin

Morton Sound CCST 1 1980

Norton Sound COST 2 1982
Navarin Basin

Navarin Basin COST 1983
St. George Basin

St. George Basin COST 1 1976

St. George Basin COST 2 1982
North Aleutian Basin

North Aleutian Basin CCST 1 1982
Lower Cook Inlet 1977
Gulf of Alaska 1975

Stratigraphic Test Well
Drilled on State Lands
Completion

Area Date
Beaufort Sea

Reindeer Island Stratigraphic

Test No. 1 1979

0387c

Sale
Date

1984

1984

1983

Sched.
for 1989

1977

1976

Sale
Date

1979



§251.13

tained from, but not limited to, shal-
low and deep subbottom profiles, ba-
thymetry, sldescan sonar, g,ravnz/ and
magnetic survers, and special studies
such as refraction and velocity sur-
veys.

T ek
85113 Renlussatomnities. ,

(a) After the delivery to the Director
of geological data, analyzed rqeo_log1|cal
information. Interprete %eo ogical In-
formation, geophysical data, processed
geophysical Information, reprocessed
geoPh sical information, and inter-
prefe %eo hysical Information select-
ed by the Director in accordance with
8§ 251.11 or 251.12, and upon receipt of
a request for reimbursement and a de-
termination by the Director that the
requested reimbursement IS ﬁroper,
the Eermlttee or third part){ shall be
reimbursed for the reasonable costs of
reproducing the selected Information
and data at the permittee's or third
party's lowest rate or at the lowest
commercial rate established In the
area, whichever is less. .

(b) After the delivery to the Director
of processed or reiJrocessed geophysi-
cal information selected and retained
by the Director In accordance with
5251.12(h), and upon receipt of a re-
quest for reimbursement and a deter-
mination by the Director that the re-
quested reimbursement is proger, the
Bermlttee or third partg shall be reim-

ursed for the reasonable costs attrib-
utable to processing and r_eP.roce.ssmg
such information &as distinquishe
from the cost of data acquisifion) as
follows: (1) If the processing or reproc-
ess;nﬁ was In the form and manner
which is used by the permittee in the
normal conduct of the business, the
Director shall pay the reasonable costs
at the lowest rate at which the proc-
essed or reprocessed information IS
made available to any party: or (2) If
the processing or reprocessing was. In
the form and manner of processmq
other than that used In the norma
conduct of the permittee’s business at
the Director’s request, the Director
shall pay the reasonable costs of proc-
?,ssmg and reprocessing such Informa-
ion.

Title 30— Mineral Rek.”rces

(c) Requests for _reimbursement
shall Identify processing and reproc-
esutng costs separate from acquisition
costs.

(d1 The permittee or third party
shall not be reimbursed for the costs
of analyzing geological information or
Interpreting geological or geophysical
Information.

R Z3L el 199

Y Ddsue of nfanadan ad
§8Ldalasmrittedun:lerpsmils

1 Dsdosue of nfanataon ad
§3Ldalat)1t\9|cntli:.

a) The Director shall make infor-
mation and data available In accord-

ance with the requirements and sub-
ject to the limitations of the Freedom
of Information Act (5 U.S.C. 552) and
the implementing regulations {43 CFR
Part 2), the requirements of the Act,

and the requlations contained in 3
CFR Part 250 (Oil and Gas and Sul-
phur Operations In_the Outer Conti-
nental Shelf), this Part, and 30 CFR
Part 252 (Outer Continental Shelf Qil
and Gas Information Program).

(b) Except as specified in this section
orIn Parts 250 and 252 of this chapter,
no Information or data determined b
the Director to he exempt from public
disclosure under paragraph (a) of this
section shall be provided to any affect-
ed Sta'e or be made available to the
executive of any affected local ﬁovern-
ment or to the public unless the per-
mittee and all persons to whom such
permittee has sold the information or
data under promise of confidentiality
agree tosuch an action.

(¢) The Director shall disclose geo-
logical data, analyzed geological Infor-
mation, and Interpreted geological in-
formation submitted under a permit as
follows: , .

(1) The Director shall Immediately
Issue a public announcement when
any significant hydrocarbon occur-
rences are detected or environmental
hazards are encountered on unleased
lands during dnllmg OJ)eratlons. In the
case of 3|%n|f|cant ydrocarbon occur-
rences, the Director will announce
such occurrences In a form and
manner that will further the national
Interest without unguly jjapjagljjgfche
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able to the public processe
cal Information, reprocesse
cal information, and Inter-
Physmal information 10 ;
the date It Is submitted to
or,

(13) The Director shall r
able to the public processe
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pompetitive_f)osition of those conduct-
ing the drilling, Other Information
and data pertaifing to the permit will
be released according to the schedule
Prpwded_ In paragrapns (c)(2) or (3) of

his section, ,
(12) The Director shall make avail-
able to the public all %eologlpal data
analyzed geologlcal_ln ormation, and
Inteipreted geological Information,
except geological data, analyzed geo-
logical Information, and Interpreted
?eolo ical information obtained from
he drilling of a deep stratigraphic
test, 10 Kears after the date of issu-
ance of the permit under which the In-
formation and data was obtained.
83) The Director shall make avail-
able to the P_UbHC all geological data
and Information obtained from drill-
mq a deep strathraphlc test 10 years
after the completion date of the test
or 00 calendar days after the issuance
of the first OCS oil and gas lease
within 50 geographic miles (82.6 kilo-
meters) of the site of the completed
test, whichever Is sooner. The Director
shafl make available to the public all
ge_ologlcal information and data sub-
mitted In sup(rqrt of an application for
a permit to drill a deep strathraphm
test well at the earlier of the fo I_owm%
times: &I) 10 i/ears after completion o
the test; or (1)r 60 calendar days after
the issuance of the first OCS oil and
as lease within 50 geographic miles
92.6 kilometers) of ‘the site of the
completed test. _

(d). The Director shall disclose geo-
Fh sical data, processed geophysical
nformation, reprocessed geophysical
Infcrmation, and interpreted geophysi-
cal information submitted “under a
permit, and retained by the Director,
as follows: )

(1) The Director shall make avail-
able to the public geophysical data 10
years after the daté of issuance of the
Pae_%newét under which the data is ob-

ined.

(IZ) The Director shall make avail-
able to the public processed geophysi-
cal information, reprocessed geophysi-
cal information, and interpréte ?eo-
Physwal information 10 years after
the date it is submitted to” the Direc-
or.

(13) The Director shall make avail-
able to the public processed geophysi-

§251.14-3

cal Information, reprocessed geophysi-
cal information, and Interpretea geo-
physical information submitted In,suP-
port of an application for a permit to
drill a deep stratigraphic test, or
which the JJermlttee Is required to
obtain in order to conduct the drilling
of a deep stratigraphic test, at the ear-
liest of the following times: (i) 10 years
after completion of the test; or (11) 60
calendar days after the Issuance of the
first OCS ail and gas lease within 50
?eog[aphm miles (92.6 kilometers) of
he site of the completed test.

§251.11-2 Disclosure to Independent con-
tractors.

The Director reserves the right to
disclose any Information or data ac-
quired from a permittee to an inde-
pendent contractor or agent for the
purpose of reproducmg,.processmﬁ, re-
processing, or Interpreting such [Infor-
mation or data. When practicable, the
Director shall notify the permittee
who provided the Information or data
of intent to disclose the information
or data to an independent contractor
or a%ent._ The Director's notice of
Intent will afford the permittee a
period of not less than 5work|n% days
within which to comment on the in-
tended action. When the Director so
notifies a permittee of the Intent to
disclose information or data to an in-
dependent contractor or agent, all
other owners of such Information or
data shall be deemed to have been no-
tified of the Director’s Intent. Prior to
any such disclosure, the contractor or
ageént shall be required to execute a
written commitment not to transfer or
to otherwise disclose any information
or data to anyone withodt the express
consent of thie Director. The contrac-
tor or agent shall be liable for any un-
authorized use by or disclosure of in-
formation or data to third parties.

§251.14-3 Sharing of information with af-
fected States.

(a) At the time of soliciting nomina-
tions for the leasing of land$ within 3
geographlc miles “of the seaward
oundary of any coastal State, the Di-
rector, pursuant to the provisions of
§252.7(a)(4) and (bg of this chapter
and sections 8(g) and 20(e) of the Act,
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2 Buckuo information prepared oy me Division of Oit and Gss.
including a Iistof wens currently qualified for extended confidentiality and a
summary oi similar provisions in otner states.

< 7A@ 1140 mwrsiev luvwl WRRERw RO RS NV ey 4ot s a0
well legs and data become public after two years. Mere information in the
pubjic record woulld enhance the prospects of subsequent drillers in the
search for new ot and gas fields, and generally promote exploration activity.
Competition among bidders in lease sales also should be enhanced.

The provision Iam proposing t repeal was added to the statute in 1978 t©
protect the interests of companies that had drilled in anticipation of the first
major Beaufort Sea lease sale, which had been postponed several tines.
However, the solution enacted went far beyond that one situation and has
affected data from wells dl over the state. Instzbility In the state leasing
schedule was the primary imoetus for the 1978 change instituting extended
coficentiality. The state leasing schedule isnow much more steoie.

During Session:

P. 0. BOX 20-2661 *~ P.O.BOXV-— -
Anchorage, AK 99520-2661 Juneau, AK 998U
(07) 272-0207 (907) 465-4998

ceR3F”



Two vears of confidentiality for all and gas well data, as proposed InH3 41,
appears to be among the logest periods provided by any state.

As the former Director of Oil and Gas for the Department of Natural
Resources, itwas my jdb to evaluate wells proposed for extended
cficentiality. The staffand 1found the present statute providing extended
confidential ity diffiault to adninister, since many of the terms used are quite
vague and are not defined. Elimination of the extended confidentiality
provision as proposed INHB 41 would streamline adninistrative functions of
the division.

The only drawback I see i that some of the larger oil companies may oppose
the hill, arguing that they will be less likely to invest millions to drill
wildcat weils In remote areas iftreir proprietary interest in the information
5 not protected untal adjacent unieased land has been leased. Companies
gererally do no: like to dill adjacent to unleased acreage, because a
discovery means that the vallue of nearby acreage will be increased and will
aost them significantly more to acquire. Also, information controlled by a
sigle company will give that company an advantage over their competitors
m a competitive lease sle.

From a public interest perspective, the state™s economic interest in leasing aii
and gas rigts should be enhanced ifFmore information about a lease sale
area becomes public before the sale. (If the Information is negative, the
value of that particular acreage will not be enhanced, but when the
information s positive the state™s interest would be greatly enhanced.)

1would be happy to discuss the aiii at your convenience. | request that a
hearing iIn the Resources Committee be schedulled as soon as possible.

a: Rep. Koponen
N ACU



House Bill 41 Sectioal Analysis

Prepared by Rep. Hay Brown
"anuarv 0. 1987

"Section 1 :Repeals a provision requiring the Commissioner of Natural
Resources to provide extended cotfidetiality for ol and gas wed iogs and
data that contain significat information relating to the valuation of
unieased land In the same vicinity.

Under the proposal, all ail and gas well logs and data would become public In
two wears. HB 41 would retum the law t© its ore-1978 form. Under oresem
mw. ol ana gas well legs ana aata found to contain sighrficatt information
relating tome valuation of unieased 1laum the same vicinity must he reid
confidential untal 1he nearby unieased lad has been leased.



DEPARTMENT OF NATURAL RESOURCES /

RQBX (B!
DIVISION OF OILAND GAS @ andorage. Aladad%]10- 1034

(907)762-4241
January 16, 19S7

The Honorable Kay Brown
Representative

Alaska Legislature

P.0. Box V

Juneau, AK 99811

Dear Repies”tative Brown:

At your request 1 am sending background information relating to extended
confidentiality for exploration wells in Alaska, as well as a compilation of
provisions for the confidentiality of well data in other states.

Enclosed are:
1. A list of 15 we'™Is currently qualified for extended confidentiality.

2. A list of 33 wells that were granted extended confidentiality, but that no
longer qualify. The data from these wells have been released.

3. The Alaska Oil and Gas Conservation Commission (AOGCC) list of wells that
will be released in 1987 and 1988. Based upon a review of these wells, we
anticipate receiving approximately 20 new requests for extended
confidentiality in the next two years.

4. A list of applicable "Lower 48" statutes and regulations, compiled byKate
Fortney and Pat Jacobs, that apply to well confidentiality. The
information was compiled from an Interstate Oil Compact Commission
handbook. Although the book indicates that some states provide for
extended confidentiality, it fails to indicate that confidentiality may be
extended in Alaska. Therefore, this compilation may not be a complete
list of provisions for extended confidentiality, nor can | personally
vouch for 1its accuracy.

5. A letter written by Bob LeResche and a memorandum by Tom Cook that
demonstrate the vague nature of the existing statute and indicate some of
the difficulties arising from applying these provisions.

IT you have further questions, please call me or Cass Ariey (762-4285).

Sincerely,

/James E. Eason
director

Enclosures

0378c



Ihevron Akulik
Ihevron Eagle Ck.

Jnion Tungak Ck.

Chevron Kfllik
Chevron Tiglukpuk
Texaco Tulugak

Chevron Cobblestone

Chevron Livehorse

Mobil Staines R. State
Phillips N. Staines R.l

Exxon Alaska State G-2

Exxon Alaska State J-I

Union Leffingwill 1

Shell BF 47

ARCO Totek Hills 1

"M

Other Well Owners/

Lease Owners

Mobil, ASRC
Mobil, ASRC

Amoco, ASRC

ASRC
ASRC
Chevron, ASRC

ASRC

ASRC

Phillips
Chevron, Mobil

Sohio, BPAE

ARCO

Amerada Hess

EXTENDED CONFIDENTIALITY WELLS

|
Status Distance From
Unieased Lands
P&A Approx. 2 Miles
P& A Approx. 2.9 Miles
P& A Approx. 1.9 Miles
P& A Approx. 2.9 Miles
P& A Approx. 2.9 Miles
P&A Approx. 2 Miles
P& A Approx. 1.5 Miles
P& A Approx. 1 Mile
Susp. Approx. 2 Miles
Suso. Approx. 2 Miles
P&A  Ap. 1 Mi. Sale 50
Ap. 2 Mi. ANWR
Ap. 2.5 Mi. OCS
P&A Ap. 2.7 Mi. ANWR
P &A Ap. 0.5 Mile
Discovery Ap. 2.5 Mi. OCS
P&A Ap. 0.5 Mile

ANWR,

ANWR,

ANWR,

Antic. Date Lease
Nearby Lands

ASRC, unscheduled

ASRC, unscheduled
State, unscheduled
ASRC, unscheduled
ASRC, unscheduled
ASRC, unscheduled
ASRC, unscheduled

NPRA, unscheduled

(Teshekpuk Lake Area)

unscheduled
ANWR, unscheduled

unscheduled

unscheduled

State Sale 51, 1/37

0CS Sale 97, 1/88

State, unscheduled

BTM Hole Location
Icy Cape Area:
T5S R49W 14 U.M.
TBS R45W 26 U.M.
T6N R42W 12 U.M.
Cen. Brooks Range:
T12S R10W 8 U.M.
T12S R2E 15 U.M.
T5S R3E 26 U.M.

T10S R8E 25 U.M.

Cape Halkett/Harrison Bay:

T17N R1W 18 U.M.

Negr ANWR:
TON R24E 20 U._M.
TON R24E 25 U.M.

TION R24E 25 U.M.

T6N R22E 23 U.M.
T8N R22E 25 U.M.
Beaufort Sea:
T13N R13E 2 U.M.
Tanana Basin:

T7S R12W 36 F.



Exploratory Wells Previously Qualified
for Extended Confidentiality

The following are wells that have been granted extended confidentiality, but

that no longer qualify. The data

Well Name

Chevron Jeanette Is. #1
Amoco No Name Is. #1
Chevron Koniag #1

Sohio Nechelik #1

Union Cannery Loop #1
Union Cannery Loop #2
Conoco Gwydyr Bay St. #1
Conoco Gwydyr Bay St. #2A
Conoco Milne Pt. #A-1
Mobil Gwydyr Bay St. #1
Union E. Harrison Bay St. #1
Exxon Pt. Thomson #4

ARCO West Sak 25606 #13
ARCO West Beach St. #3
ARCO W. Mikkelsen Unit #2
Sohio Sag Delta #2

Sohio Sag Delta #2A

Sohio Sag Delta #3

Sohio Sag Delta #4

Sohio Niakuk #2A

Sohio Niakuk #3

Sohio Reindeer Island Strat. Test

Gulf Pt. Mcintyre #1

Gulf Pt. Mclntyre #2

Exxon Pt. Thomson Unit #1
Ex.jon Pt. Thomson Unit #2
Exxon Pt- Thomson Unit #3
Exxon Duck Island Unit #1
Exxon Duck Island #2

Union Clam Gulch Unit #1
Chevron Pretty Creek Unit #2

Chevron Stump Lake Unit #41-23
Chevron Soldotna Creek Unit #33-33

0377c

Date Extended
Confidentiality

Granted

04/12/84
01/31/84
08/04/83
04/12/84
05/06/81
11/16/82
09/14/81
04/20/83
04/19/82
05/07/82
12/05/78
11/23/82
03/23/81
Approx. 6/78
07/15/81
04/06/79
01/21/80
04/06/79
01/21/80
04/06/79
04/23/81
01/21/80
10/22/79
10/22/79
01/03/80
01/03/80
Approx. 6/79
04/22/81
11/25/81
08/12/80
03/23/81
06/11/80
02/02/79

from these wells have been released.

Date
Released

10/31/84
10/31/84
08/01/84
06/12/84
11/18/83
11/18/83
06/27/83
06/27/83
06/27/83
06/27/83
06/27/83
03/11/83
10/25/85
02/09/83
02/09/83
02/09/83
02/09/83
02/09/83
02/09/83
02/09/83
02/09/83
02/09/83
02/09/83
02/09/83
02/09/83
02709783
02/09/83
02/09/83
02/09/83
06/03/82
06/03/82
06/03/82
06/03/82



ALASKA OIL AND GAS CONSERVATION COMISSION

RELEASE DAIE OF WELL RECORDS,
BASED ON TWO YEAR CONFIDENTIAL PERICD

*  Ditch samples and/or cere chips will be released also.
**  Well data to be held for an indefinite period.

Oocrator
ARCO Alaska,

Amoco Product:

ARCO Alaska,
ARCO Alaska
ARCO Alaska,
ARCO Alaska,

Standard Alaska Production Company

ARCO Alaska,
ARCO Alaska,
ARX Alaska,
ARCO Alaska,
Conoco, Inc.
ARC? Alaska,
ARCC Alaska,
ARID A.lada,
Ar.@ Alaska,
Ar.@ Alaska,
ARX Alaska,
ARX AlasKa,
ARX Alaska,

Union Oill Company of Califormia

ARCO Alaska,
ARX Alaska,

ARX Alaska,
ARCO Alaska,
ARX Alaska,
ARCC Alaska,

Chevron U.S.A.

ARCO Alaska,
ARCO Alaska,

Inc.
-1 Company
Inc.
Inc.
Inc.
Inc.
Inc.

Inc.

Inc.

Inc.

Inc.
Inc.
Inc.
Inc.

Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.

Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.

Amrr.o Production Company

Cor.zco. Inc.
Conoco, Inc.
ARX Alaska,
ARCO Alaska,

Inc.
Inc.

U\ _i Records-3.JAL.02
rev: 12/30/86

Well Name and Number

Ruoaruk River unit *2W-9
MGS State 17595 7?15RD
Kuparuk River Unit *722¢-16
Kuoaruk River Unit £2E-13
Kir-ank River Unit 1?2¢%-13
Kuparuk River unit £2X-10
Prudhoe Bay Unit &5 15-9
Kuparuk River Unit £2X-15
Kuparuk River unit #W-10
Kuparuk River Unit {27-12
Kuoaruk Riw r Unit f20-8
MGS 17595 |

Kuparuk River Unit r2W-o
Kuparuk River Unit 207
Kuparuk River unit r2I-11
Kuparuk River Unit £2X-9
Prudhoe Bay Unit rR-24
Kuparuk River unit r2W-5
Kuparuk River Unit r2C-15
Kuparuk River Unit #2*-2I1
Kuparuk River Unit AC-T-IA
Milne Point Unit 2C5
Kuparuk River Uni 14
Prudhoe Bay Unit 17-1A
Kuparuk River Unit rlQ-12
Pruchoe Bay Unit £0S 11-12
Kyarul-: River Unit 111-10
Kuparuk River Unit y2W-12
Kuparuk River Unit ?72C-15
Kuparuk River Unit ;"2D-15
Kenai Tyonek Unit KTU 13-5
Kuoaruk River Unit 110-11
Kuparuk River Unit 22X-12
Kuparuk River Unit £2W-12
Kuparuk River Unit J-2K-15
Kuparuk River Unit ;;X-14
Kuparuk River Unit £2E-9
Kuparuk River Unit f2V-14
Beiura Piver Unit ?21.24-23
Prudhoe Bay Unit iDS 11-15
Kuparuk Rfver unit jra-u4
Becharof

MIJTIP ¢CTT*" -9
Milne Point Unit <€5-A
Kupar.dc River Unit r2U-15
Kuparuk River Unit f2W-15

Release Date

01-01-87
01-02-87
01-02-87
01-03-87
01-05-87
01-06-87
01-07-87
01-08-87
01-09-87
01-10-87
01-12-87
01-14-37
GI-15-"7
Cl-17-5%
01-17-87
01-19-87
01-19-57
01-21-57
01-22-57
01-22-57
01-23-87
01-23-87
01-24-87

1-25-87
L2567

0* L«
ol |
01-25-57
01-29-87
01-31-87
01-21-87
02-02-87
02-04-57
C2-G7-57
02-07-87
02-11-87
02-13-87
02-14-87
02-15-57
02-16-87
02-17-87
02-17-87
02— 8-8/
e /
02—18—87
02-22-87
02-22-37
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Operator
Conoco, N c*
ARCO Allaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Conoco, Inc.
ARCO Alaska, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
Shell Westerm E&P Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
Standard Alaska Production Company *
Conoco, Inc.
ARCO Alaska, Inc.
Conoco, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCC Alaska, Inc.
ARX Alaska, Inc.
ARCO Alaska, Inc.
ARX Alaska, Inc.
Union O1l Company of Califomia
ARX Alaska, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
Conoco, Inc.
ARCO Alaska, Inc.
ARX Alaska, Inc.
ARCO Alaska, Inc.
Conoco, Inc.
Conoco, Inc.
ARX Alaska, RIC.

Inc.
Asis"."an Crude Corporation
ARCC Alaska, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
Conoco, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
ARX Alaska, Inc.
Shell Westerm E&P Inc.
ARCO Alaska, Inc.
ARX Alaska, Inc.
Conoco, Inc.
ARX Alaska, Inc.
ARCO Alaska, Inc.
ARX Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Texaco Inc.
Conoco, Inc.

Well Reccrcs-3.JAL.03
rev: 12,30/86

X
Well Name and Nuroer

Milne Point Ur.it £G6
Kuparuk River Unit /1Q-9
Kuparuk River Unit /1Q-10
Kuparuk River Unit /72016
Milne Point Unit /CFP-1
Kuparuk River Unit -
Kuparuk River Unit %—i&
Kuparuk River Unit #1Q*8
Kuparuk River Unit £2U-1
Kuparuk River Unit £2WV-1
BF-57 £1

Kuparuk River Unit £20-2
Kuparuk River Unit £2C-12
Kuparuk River Unit £2U-2
Kuparuk River Unit £10Q-7
Niakuk ™

Milne Point Ur.it £C8
Kuparuk River Unit J-2J3
Milne Point Unit £B-0
Kuparuk River Unit £2C-11
Kuoaruk River Unit £20-3

* ARX/CIRI WolT Lake £2

Kuparuk River Unit £10-6
Kuparuk River unit £21i4

Kuparuk River Unit West Sak £26
Kenail Beluga Unit £K3U 23X-6

Kuoaruk River Unit £2V-4
Kurcruk River Unit £2C-1C
Kuoaruk River Unit #2U-5
Milne Point Unit £5-10
Kuparuk River Unit £10-5
Kuparuk River Unit £35-13

Pruchoe Bay Unit/Lisbune £12-30

Milne Point Unit £C-7
Milne Point Unit £C-23
Kuparuk River Unit £2U-6
Kuparuk River Unit £2C-9
Burglin £33-1

Kuparuk River Unit £104
Kuparuk River Unit £2U-7
Kuparuk River Unit £22-14
Milne Point Unit £3-9
Kuparuk River Unit £2U-7A
Kuparuk River Unit £2V-9
Brontosaurus £1

Middle Ground Shoal £A34-11

Kuparuk River Unit £2U-8
Kuparul: River Unit £33-15
Milne Point Unit £3-11
Kuparuk River Unit £1Q-3
Pruir.ce Bay Unit £0S 9-27
Kuoaruk River Unit £2U-9
Kuoaruk River Unit £2V-10
Kuparuk River Unit £33-16

* Colville Delta £1

Milne Point Unit £C-9

Release Date

02-24-87
02-26-87
02-27-87
03-01-87
03-01-87
03-02-87
03-05-87
03-07-87
03-08-87
03-10-87
03-12-57
03-16-77
03-16-67
03-16-87
03-17-87
03-19-87
03-20-87
03-21-87
03-22-87
03-24-87
03-24-87
03-25-87
03-27-87
02-28-87
03-29-87
03-30-87
04-01-87
04-02-87
04-05-87
04-07-57
04-05-37
04-10-87
04-10-C7
04-10-87
04-12-87
C--13-67
C- 13-57
C4-16-S7
0™-18-87
04-19-87
04-22-87
04-23-87
04-23-87
04-24-87
04-26-87
04-26-S7
04-28-87
04-29-87
04-30-87
05-01-87
05-01-87
C5-C.-87
05-05-57
C5-07-S7
05-07-87
05-08-87



Operator Well Name and Nunber Release Date

Standard Alaska Production Caroany * Sag Delta /1l 05-08-87
ARCO Alaska. Inc. Kuparuk Paver Unit /1Q-2 05-11-87
ARCO Alaska, Inc.’ Kuoaruk Raver Unit /2U-10 05-12-87
Chevron U.S.A. Inc. Beluga River Unit Z232-26 05-14-87
ARCO Alaska, Inc. Kuparuk River Unit /3B-1 05-14-87
ARCO Alaska, Inc. Kuparuk River Unit /72vV-11 05-15-87
Conoco, Inc. Milne Point Unit /B-7 05-17-87
Standard Alaska Production Company * Niakuk /5 05-18-87
ARCO Alaska, Inc. Prudhoe Bay Unit/Lisbume fL) 9  05-18-87
ARCO Alaska, Inc. Kuparuk River Unit /2U-11 05-19-87
ARCO Alaska, Inc. Kuparuk River Unit £3B-2 05-21-87
ARCO Alaska, Inc. Kuparuk River Unit rlQ-1 05-24-87
ARCO Alaska, Inc. Prudhoe Bay Unit /DS 9-28 05-24-87
ARCO 1laskm, Inc. Kuparul® River Unit Z2V-12 05-24-87
ARCO Alaska, Inc. Kuparuk River unit /2U-12 05-25-87
leraco Inc. * Colville Delta rl-A 05-26-87
Conoco, Inc. Milne Foir.t Unit /C-1l 05-26-87
ARCC Alaska, Inc. Prudhoe Ly Unit /S 4-32 05-27-87
ARCO Alaska, Inc. Kuparuk Fiver Unit /3B-3 05-28-87
Standard Alaska Production Ccmpmy  Prudhoe Bay Unit 2A-35 05/30/87
Conoco, Inc. Millne Point Unit £3-8 05-31-87
ARCO Alaska, Inc. Kuparuk Paver Unit /1R-5 06-04-87
ARCO Alaska, Inc. Kuparuk River Unit /384 06-04-87
ARCO Alaska, Inc. Kuparuk River Unit /1Q-16 C6-04-87
Union Oil Company of Califomia Trading Bay Unit fK-8RD 06-06-87
Conoco, Inc. Milne Point Unit #C-33 06-07-87
Standard Alaska Production Company  Prudhoe Bay Unit fN-20 06-07-87
ARCO Alaska, Inc. Kuparuk River Unit /2V-13 06-08-87
ARCO Alaska, Inc. * Prudhoe Bay Unit/Lisbume £12-28 (06-12-87
ARCO Alaska, Inc. Kuparuk River Unit 255 06-12-87
ARCO Alaska, Inc. Kuparuk River Unit /1Q-25 05-13-87
Milne Point Unit £3-12 06-14-87
ARCO Alaska, Irc. Kuparuk River Unit FIR-6 00-14-87
ARCO Alaska, Inc. Kuparuk River Unit 72V-14 05-16-87
Stand Alaska Production Company  Prud-.ce Bay Unit £-.-34 06-17-87
AN-O Mska, me . Prudr.ce Bay Unit 4-31 06-19-87
ARCC Alaska, Inc. Kuparuk River Unit /3B-6 05-19-87
Conoco, Inc. Milne Point Unit rC-14 06-20-87
ARCC Alaska, Inc. Kuparuk River Unit ylQ-14 06-21-87
ARCO Alaska, Inc. Prudhoe 3ay Unit/Lisbume fL1-1 06-22-87
Union Oil Company of Califomia Trading Bay Unit £D-29RD 06-22-87
Standard Alaska Production Company Prudhoe Bay Unit ZN-21 06-25-87
ARCC Alaska, Inc. Kuoaruk River Unit £33-7 06-26-87
ARCO Alaska, Inc. KuparUf- River Unit £A\>-15 06-26-87
Conoco, Inc. Milne Point Unit £B-13 0—-25-S7
Conoco, Inc. Milne Point Unit £C-15 06-30-87
ARCO Alaska, Inc. Kuparua River Unit /1Q-13 07-01-87
ARCO Alaska, Inc. Kuparul; River Unit =~388 07-04-87
Standard Alaska Production Company Prudhoe Bay Unit /A-34A 07-04-87
ARCO Alaska, Inc. Kuparuk River Unit £2V-16 07-05-87
ARCO Alaska, Inc. Kuparuk River Unit £IR-7 07-06-87
ey Alaska, Inc. Prudhoe 3ay Unit -5 4-30 07-09-87
' y mC. Kuparuk River Unit -;2Z-Ib 07-10-87
CO Alaska, Inc. Kuparuk River Unit ?3B-9 07-11-87
ARCO Alaska, Inc. Prudhoe Bay Unit 5 11-13 07-12-87
Conoco,  Inc. Milne Point Unit £B-14 07-15-57
Well Records-3.JAL.03 -3-

ran 11 30/66



Standard Alaska Production Company

Standard Alaska Production Company

Standard Alaska Production Company

Standard Alaska Production Ccmany

‘Operator

Conoco, Inc.
ARCC Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCC Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Conoco, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Conoco, Inc
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alasna, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Conoco, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Shell Westermn E & 2,
ARCO Alaska, Inc.
Conoco, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alastca, Inc.
Conoco, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.

Well Recordr-B.JA1.03

Well Name and Nunber

Milne Point Unit /C-16
Kuparuk River Unit /1R-8
Kuparuk River Unit /3C-12
Prudhoe Bay Unit /N-22
Kuparuk River Unit /3B-10
Kuparuk River Unit /2Z-15
Prudhoe Bay Unit/Lisbume
Kuparuk River Unit r3C-1I
Prudhoe Bay Unit /IS 11-8
Kuparuk River uUnit r3B-11
Kiine Point Unit rB-15
Kuparuk River Unit y27-14
Kuparuk River Unit FIR9
Milne Point Unit fC-12

2-24

Prudhoe Eay Unit/1.isbume #1-10

Kuparuk River Unit £3C-10
Kuparuk River Unit #3B-12
Kuparuk River Unit £27-13
Kuparuk River Unit fIR-10
Milne Point Unit /B-16
Prudhoe Bay Unit rDS 11-11
Kuparuk River Unit £3C-9
Kuparuk River Unit fIR-11
Prudhoe Bay Unit M-31
Kuparuk River Unit £2A-13
Kuoaruk River Unit yIR-12
ocs Y-180 N

Kuparuk River Unit £27-12
Milne Point Unit £B-5A
Kuparuk River Unit r3C-8
Prudhoe Bay Unit £N-4A
Kuparuk River Unit ylIR-13
Kuparuk River Unit ﬁﬁZ—ilBl
Kuparuk River Unit lIA-
Kuparuk River Unit r3C-7
Kuparuk River Unit £27-10
Kuparuk River Unit FIR-14
Pruchoe Bay Unit/Lisbume
Kuparuk River Unit =
Kuparuk River Unit Eﬁ-éS
Kuparuk River Unit £3C-5
Kuparuk River Unit vIR-15

Pruchoe Bay Unit/Lisbume #1* 14

Kuparuk River Unit vIR-16
Kuparuk River Unit £2A-16
Kuparuk River Unit fSP-20
Pruchoe Bay Unit {{S 11-9
Kuparuk River Unit £3J-1
Kupamk River Unit {LR-1

W2-20

Kuparuk River Unit f3C4 ]

Kuparuk River Unit Vv3A-I1
Kuoaruk River Unit v3J-2
Milne Point Unit jJE&E2
Prudhoe Bay Unit #A-33
Kuparuk River Unit UR-2
Kuparuk. River Unit ?3C-3

Release Date

07-15-87
07-16-87
07-17-87
07-17-87
07-18-87
07-20-87
07-22-87
07-25-87
07-27-87
07-27-87
07-28-87
07-29-87
07-30-87
07-31-87
08-01-87
08-02-87
08-03-87
08-06-87
08-07-87
08-08-87
05-10-87
0S-11-87
08-14-87
08-18-87
08-19-87
08-20-67
08-20-87
05-20-87
05-21-87
05-23-87
0S-23-S7
CS-28-87
05-28-87
03-29-87
09-01-87
09-04-87
09-06-87
09-06-87
09-08-87
09-11-87
09-11-87
05-12-87
09-14-87
09-19-87
09-19-87
09-22-87
09-22-87
C9-23-87
09-26-87
09-27-87
10-01-87
10-03-87
10-03-87
10-04-87
10-05-87
10-07-87



Ooerator

ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska,
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Conoco, Inc.

ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska,
ARCO Alaska,
Conoco, Inc.
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
Conoco, Inc.
ARCO Alaska,
ARCO Alaska,
ARX- Alaska, Inc.

ARCC Aladka., Inc.

Standard Alaska Production Company
ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Union Ol Company of Califomia
Conoco, Inc.
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,
ARCC Alaska, Inc.

ARCO Alaska, Inc.

Amoco Production Company

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Conoco Inc.

ARCO Alaska, Inc.

Standard Alaska Production Company
Standard Alaska Production Canpany
ARCO Alaska, Inc.

ARCO Alaska, Inc.

Chevron U.S.A. Inc.

Shell Western E & P Inc.

ARCO Alaska, Inc.

Inc.
Inc.
Inc.
Inc.
Inc.
Inc.

Inc.
Inc.

Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.
Inc.

Inc.
Inc.
Inc.
Inc.

ARCU Alaska,
ARCO Alaska,
ARCO Alaska,
ARCO Alaska,

Weil Records-5.JAL.03
rev: 12/°0/R6

Well Name and Number

Kuparuk River Unit f3A—2
Kuparuk River unit /33-3
Prudhoe Bay Unit/Lisbume
Kuparuk River Unit /1R-3
Prudhoe Bay Unit/Lisbume
Milne Point Unit /B—&?
h-paruk River Unit k-2
Kuparuk River Unit r3C-2
Kuparuk River Unit /1R-A
Kuparuk River Unit, r33-4

Milne Point Unit EA\-ZA

Kuparuk River Unit "3A4
Kuparuk River Unit £3F1
Kuparuk River Unit £30-1
Kuparuk River Unit £3J-5
Kuparuk River unit /3C-16
Kuparuk River Unit £3F-2

Milne Point Unit £B-18

Prudhoe Bay Unit/Lisbume £L3-5
Kuparuk River Unit £30-15
Kuparuk River Unit £33
Kuparuk River uUnit j*3A5
Prudhoe Bay Unit K-8

Kuparuk River Unit £34
Kuparuk River Unit J3C-14
Kuparuk River Unit 12326
Trading Bay Unit D4

Milne Point Unit £B-19

Kuparuk River Unit £3F5
Kuparuk River Unit £3A-7
Kuparuk Fiver Unit £3F6
Kuparuk River Unit -f3C-13
Kuparuk River Unit £2A.-8
Prudhoe Bay Unit/Lisbume £13-11
Kuparuk River Unit £3A-£
Kuparuk River Unit r3F-7
Kuparuk River Unit £2H-12
Kuparuk River Unit £3A-10
Kuparuk River Unit £3F-S
Middle Ground Shoal 17593 {20
Kuparuk River Unit £2E-11
Kuparuk River Unit £3A-11

Mine Point Unit £C-18

Kuparuk River Unit 3F9

Prudhoe Bay Unit £K-5

Prudhoe Bay Unit 2JX-2

Kuparuk River Unit £2H-10
Kuparuk River Unit ?3A-12
3eluga River Unit -9
Middle Growr.d Shoal VA 41-11
Kuparuk River Unit £3F-10

{Ll2
{12-26

Kuparuk River Unit p3a-13
Kuparuk River Unit f H-9
Pruchoe Bay Unit/Lisbume £L3-15
Kuparuk River Unit £3F11

-5-

Release Date

10-08-87
10-10-87
10-10-87
12-11-87
10-11-87
10-15-87
10-16-87
2C-16-87
1 :-18-87
1.-18-87
10-20-87
10-23-87
10-25-87
10-25-87
10-26-87
10-31-87
11-02-87
11-03-87
11-05-87
11-08-87
11-08-87
11-12-87
11-12-87
11-13-87
11-16-87
11-18-87
11-18-87
11-19-87
11-20-87
11-24-57
11-27-87
11-25-57
11-30-87
12-01-87
12-01-57
12-01-57
12-10-87
12-10-87
12-21-87
12-11-87
12-17-87
12-17-87
12-17-87
12-18-87
12-19-87
12-22-87
12-25-87
12-25-87
12-25-87
12-28-87
12-13-87

01-01-55
01-02-58
01-04-88
01-05-38



Ooerator

Conoco, Inc.

Shell Western B8P, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Chevron U.S.A. Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Unocal
ARCO Alaska, Inc.

Inc.

Inc.

Inc.

Inc.

Amoco Production Ccnpany
Conoco, Inc.

Amerada Hess Corporation

ARCO Allaska, Inc.

Conoco, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Standard Alaska Production Ccopany
ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Conoco, Inc.

Union Ol Cccpany of Califomia
Amerada Kess Corporation

ARCO Alaska, Inc.

Standard Alaska Production Cccp
ARCO Alaska, Inc.

Texaco, Inc.

Union Ol Ccopany of Califomia
Union Oil Coopany of Califomia
Amoco Production Ccopany
Standard Alaska Production Cccpany
Texaco, Inc.

ARCO Alaska, Inc.

Chevron U.S.A. Inc.

Arerada Hess Corporation

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alagka, Inc.

ARCO Alaska, Inc.

aRCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

well Records-3.JAL.03
rev: 12/30/8-'

Well Name and Number

Milne Point Unit #C-17

* Middle Ground Shoal /A 22-14

Kuparuk River Unit /3A-14
Kuparuk River Unit /2H-8
Kuparuk River Unit /3F-12
Kuparuk River Unit #3A-15
Kuparuk River unit /72H-7
Kuparuk River Unit /313
Soldotna Creek Unit #21B-16
Kuparuk River Unit 7314
Kuparuk River Unit #3A-16
Trading Bay Unit #D43
Prudhoe Bay Unit/Lisbume #.3-19
Milne Point Unit #C-19
Kuparuk River Unit #2K-6
Kuparuk River Unit #3F-15
Kuparuk River Unit #2H-5
Kuparuk River Unit #3F-16
Granite Point State 18742 #35
Milne Point Unit #B-22
Northstar #1
Kuparuk River Unit #2.4-12
Milne Point Unit #5-20
Kuparuk River Unit #3N\-2
Kuparuk River Unit #2A-11
Prudhoe Bay Unit #R-26
Kuparuk River Unit #24-10
Prudhoe Bay Unit/Lisbume #.3-23
Prudhoe Bay Unit/Lisbume #2-25
Milne Fair.t Unit #3-21
Tradirm Bav Unit #D-43RD
Colville Delta 25-13-6 #1
Kuparuk River Unit

winter Trails #1
Prudhoe Bav Unit #B-30
Kuparuk River Unit #3N-8 =
%V.I.l le Delga #2

— V. WkMiee | <k

Kenail Beluga Unit #33-7
Granite Point State 18742 #36
Niakuk #5
Colville Delta #3
Prudhoe Bay Unit/Lisbume #2-3
Beluga River unit #211-3
Northstar #2
Prudhoe Bay Unit #DS 11-10
Prudhoe Bay Unit/Lisbume #2-13
Prudhoe Bay Unit #DS 3-31
Prudhoe Bay Unit #DS 3-32
Prudhoe Bay Unit #S 3-34
Prudhoe Bay Unit #S 3-33
Kuparuk Rr*er Unit 31-15
Prudhoe Bay Unit/Lisbume #2-21
Kuparuk River Unit #3\-1
Kuparuk River Unit #2A-9
Kuoaruk River Unit #3N-2A

-6-

Release Date

01-07-88
01-08-88
01-10-88
01-11-88
01-11-88
01-17-88
01-19-88
01-19-88
01-23-88
01-24-88
01-25-88
01-25-88
01-26-88
01-27-88
01-28-88
01-31-88
02-06-88
07-08-88
02-13-88
02-13-85
02-14-88
02-18-88
02-26-88
02-27-58
03-01-88
03-04-88
03-10-88
03-12-88
03-13-83
03-21-88
04-02-88
04-03-88
04-06-88

04-06-88
04-14-83
04-15-88
04-16-85
04-19-88
04-20-88
04-24-88
04-30-88
05-05-88
05-05-88
05-06-88
05-07-88
05-08-88
05-09-88
05-12-88



Operator

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc. =

Chevron U.S.A. Inc.

ARCO Alaska, Inc.

Standard Alaska Production Ccopany
Standard Alaska Production Ccopany
ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Amoco Production Ccnpany

ARCO Alaska, Inc.

Standard Alaska Production Ccopany
ARCO Alaska, Inc.

Standard Alaska Production Ccopany
Chevron U.S.A. Inc.

ARCO Alaska, Ire.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Union Ol Ccopany of Califormia
Standard Alaska Production Ccopany
Standard Alaska Production Ccopany
ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Standard Alaska Production Ccopany
Standard Alaska Production Ccopany
ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO A.ladka, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Standard Alaska Production Ccopany
ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Standard Alaska Production Ccopany
ARCO A aska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.
Standard ,U.aska Production Ccopany
Standard Alaska Production Ccopany

Well Records-3.JAL.03
rev: 12/30/86

Well Name and Number

Kuparuk River Unit #3J-6
Kuparuk River Unit #3J-7

Prudhoe Bay Unit/Lisbume #12-33

KIC 71

Prudhoe Bay Unit/Lisbume /12-29

Prudhoe Bay Unit #J-10
Prudhoe Bay Unit /Y-21
Kuparuk River Unit #3J-15
Kuparuk River Unit #3J-13
Kuparuk River Unit #3316

Middle Ground Shoal 17595 #17
Prudhoe Bay Unit/Lisbume #.GI1-12

Prudhoe Bay Unit #A-30

Prudhoe Bay Unit/Lisbume #.3-31

Prudhoe Bay Unit #--23
Beluga River Unit »224-34
Kuparuk River Unit #3J-11
Kuparuk River Unit #3J-12
Kuparul: River Unit #33-14
Kuparuk River Unit #33J-10
Prudhoe Bay Unit #DS 17-11
Pruchoe Bay Unit #S 17-12
Prudhoe Bay Unit #DS 17-13
Trading Bay State #A-3RD
Prudhoe Bay Unit #U-11
Prudhoe Bay Unit #H-27

Kuparuk River Unit #2Z-WSH1

Kuparuk River Unit #31-9
Kuparuk River Unit #3N-3
Kuparuk River Unit #3\4
Kuparuk River Unit #31-14

Prudhoe Bay Unit
Prudhoe Bay Unit

#J-12
#Y-20

Prudhoe Bay Unit#DS 9-30
Kuparuk River Unit #3N-7
Kuparuk River Unit #3N-8A

Prudhoe Bay Unit
Prudhoe Bay Unit

#0S 9-31
#0S 9-29

Kuparuk River Unit #3N-5
Kuparuk River Unit #3N-6

Prudhoe Bay Unit
Prudhoe Bay Unit
Prudhoe Bay Unit
Prudhoe Bay Unit
Prudhoe Bay Unit
Prudhoe Bay Unit
Prudhoe Bay Unit

#0S 9-35
H#0S 9-32
#0S 9-33
H#H0S 9-3HA
#DS 9-36
#N-11A

H#HS 9-24

Kuparuk River Unit #33-8

Priufnoe Bay Unit #DS 16-17

Prudhoe 3ay Unit#A-32
Kuparuk River Unit #31-1

gmrlk Rl\(glJnlt ff31—2

Kuoaruk River Unit #314

Prudhoe Bay Unit
Prudhoe Bay Unit

#1-24
#1-25

Release Date

Cl1-21-88
05-21-88
05-21-88
05-24-88
05-25-88
05-26-88
05-27-88
C5-31-88
05-3]-88
05-31-88
06-01-88
06-01-88
06-02-88
06-02-88
06-05-88
06-06-88
06-07-88
06-09-88
06-09-88
06-10-88
06-10-88
06-10-88
06-10-88
06-13-88
06-15-88
06-16-88
06-17-88
06-24-88
06-26-88
06-26-88
06-27-88
06-29-88
06-30-S8
07-07-88
07-07-85
07-07-88
07-08-88
07-08-88
07-09-88
07-09-88
07-10-88
07-11-88
07-11-88
07-11-88
07-12-88
07-12-88
07-14-88
07-15-88
07-18-88
07-20-88
07-21-88
07-21

§i_ }~ 0 o
07-22-
07-22-38
07-22-88



Ooerator
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Standard Alaska Production Catpany
ARCO Alaska, Inc.
Standard Alaska Production Conpany
ARCO Alaska, Inc.

Standard Alaska Production Ccopany
Standard Alaska Production Ccopany

Chevron U.S.A. Inc.

Standard Alaska Production Cocrpany
ARCO Alaska, Inc.

ARCO Allaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCC Alaska, Inc.

ARCC Alaska, Inc.

Chevron U.S.A. Inc.

Standard Alaska Production Ccopany
Standard Alaska Production Ccopany
ARCO Alaska, Inc.

Standard Alaska Production Ccopany
Standard Alaska Production Cccpany
Standard Alaska Production Ccopany
ARCO Alaska, Inc.

Standard Alaska Production Cccpany
Standard Alaska Production Cccpany
Standard Alaska Production Ccopany
Standard Alaska Production Cccpany
ARCO Alaska, Inc.

Standard Alaska Production Cccpany

ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.

Standard Alaska Production Cccpany
Standard Alaska Production Cccpany
Standard Alaska Production Cccpany
ARCO Alaska, Inc.

Standard Alaska Production Ccopany

Chevron U.S.A. Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Standard Alaska Production Cccpany
ARCO Alaska, Inc.

ARCO Alaska, Inc.

ARCO Alaska, Inc.

Wg{rd_ (,(Alas_ka_ Production Ccocanv

" - gTic.

ruvw w

ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.

Well Records-3.JAL.03
rt": 12/30/86

Well Name and Number

Prudhoe Bay Unit /DS 16-15
Kuparuk River Unit /31-5

Kuparuk River unit /31-7

Kuparuk River Unit /31-8

Kuparuk River Unit #31-12

Dude Island Unit/Endicott ZP 18VPI
Kuparuk River Unit /2T-12

Dude Island Unit/Endicott /0-20\PI
Prudhoe Bay Unit /DS 18-5
Prudhoe Bay Unit ZS-12A
Prudhoe Bay Unit /B-29
Beluga River Unit-/22A-23
Prudhoe Bay Unit /B-27
Prudhoe Bay Unit /DS A-22
Prudhoe Bay Unit /DS A-2A
Prudhoe Bay Unit /DS A-27
Prudhoe Bay Unit /DS A-28
Prudhoe Bay Unit /DS A-21
Prudhoe Bay Unit /DS A-18
Beluga River Unit Z3RKD-1
Prudhoe Bay Unit /D-25
Prudhoe Bay Unit ZD-2A
Prudhoe Bay Unit /DS 16-7
Prudhoe Bay Unit ZD-26
Dude Island Unit/Endicott Al 191
Duck Island Unit/Endicott Q. 355DI
Prudhoe Bay Unit /DS A-17

Prudhoe Bay Unit ZH-21

Prudhoe Bay Unit ZH-22

Prudhoe Bay Unit ZD-27

Prudhoe Bay Unit /D-29

Kuparuk River Unit Z3\N-9

Prudhoe Bay Unit /C-32

Kuparuk River Unit Z3N-10

Kuparuk River Unit Z3\-11

Kuparuk River Unit Z3N-12

Prudhoe Bay Unit ZDS 18-9

Kuparuk River Unit Z3N-13

Kuparuk River Unit Z3N-1A

Duck Island Unit/Endicott Z0-2SSDI
Prudhoe Bay Unit ZC-29

Prudhoe 3ay Unit ZC-35

Kuparuk River Unit Z3K-5

Prudhoe Bay Unit ZC-3S

Pretty Creek Unit Z22A-28

Kuparuk River Unit Z3K-A

Prudhoe Bay Unit ZDS 16-21
Pruihoe 3ay Unit ZT-1

Kuparuk River Unit Z3K-1

Kuparuk River Unit Z3K-2

Kuparuk River Unit Z3K-A

Prudhoe Bay Unit ZG-19

Kuparuk River Unit Z3N-16

Prudhoe 3ay Unit ZDS 16-21
Prudhoe Bay Unit ZPWDW LPC-1
Kuparuk River Unit Z2T-13

-8-

Release Date

07-23-88
07-2A-88
07-2A-88
07-2A-88
07-30-88
08-01-88
08-06-88
08-08-88
08-08-88
08-09-88
08-10-88
08-15-88
08-18-88
08-20-88
08-20-88
08-20-88
08-20-88
08-20-88
08-20-88
08-25-88
08-26-88
08-27-88
08-29-88
08-29-88
08-30-88
08-30-88
09-10-88
09-10-88
09-11-88
09-12-88
09-12-88
09-13-88
09-13-88
09-1A-88
09-1A-88
09-1A-88
09-16-88
09-1/7-88
09-1/-88
09-18-88
09-18-88
09-19-88
09-19-88
09-20-88
09-22-88
09-22-88
09-23-88
09-23-88
09-25-88
09-26-88
09-27-88
09-28-88
10-01-88

10-02-88

10-03-88
10-03-88



Operator

ARCO Alaska, Inc.
ARCO Alaska, Inc.
Standard Alaska Production Cccpany
ARCO Alaska, Inc.
Standard Alaska Production Cccpany
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Standard Alaska Production Cccpany
ARCO Alaska, Inc.
Standard Alaska Production Cccpany
Standard Alaska Production Cccpany
Standard Alaska Production Cccpany
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Standard Alaska Production Cccpany
ARCO Alaska, Inc.
Standard Alaska Production Cccpany
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Allaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Standard Alaska Production Ctcpany
Standard Alaska Production Cccpany
ARCO Alaska, Inc.
ARCO Alaska, Inc.
ARCO Alaska, Inc.
Standard Alaska Production Cccpany
Standard Alaska Production Cccpany
Standard Alaska Production Cccnsnv

Well Records-3.JAL.03
rev: 12/30/86

Well Kane and Number

Kuparuk River Unit /3N-15
Kuparuk River Unit /3\N-17
Prudhoe Bay uUnit /Y-22

Kuparuk River Uniﬁvl_/%—m
Pnxihoe Bay Unit

Kuparuk River Unit /2T-17
Prudhoe Bay Unit /S 16-24
Kuparuk River Unit /33-9
Kuparuk River Unit /2T-10
Prudhoe Bay Unit /DS 16-18
Kuparuk River Unit /2T-16
Prudhoe Bay Unit /S 4-33
Prudhoe Bay Unit /DS 16-19
Kuparuk River Unit Z2T-12A
Prixhoe Bay Unit /DS 4-25
Prudhoe Bay Unit ZF20

Kuparuk River Unit Z2T-14
Prudhoe Bay uUnit /R-27

Prudhoe Bay Unit /R-26A

Prudhoe Bay Unit /Y-23

Kuparuk River Unit Z2T-15
Kuparuk River Unit Z2T-11
Prudhoe Bay Unit ZB-28

Kuparuk River Unit Z2T-9

Duck Island Unit/Endicott ZT-34SDI
Kuparuk River Unit Z2T-6
Kuparuk River Unit Z2T-5
Kuparuk River Unit Z2T-3
Prudhoe Bay Unit/Lisbume ZLGI-10
Prudhoe Bay Unit/Lisbume ZLGI-8
Kuparuk River Unit Z2T-4
Prudhoe Bay Unit ZG-29

Prudhoe Bay Unit ZY-24

Prudhoe Bay Unit/Lisbume ZLGI-6
Kuparuk River Unit Z2T-7
Prudhoe 3ay Unit/Lisbume Z15-24
Prudhoe Bay Unit ZG-30

Prudhoe Bay Unit ZG-32

Prudhoe Bay Unit ZD-23

Release Date

10-06-88
1G-06-88
10-06-88
10-07-88
10-07-88
10-07-88
10-08-88
10-09-88
10-10-88

10-11-88

10-18-88
10-26-88
10-29-88
10-31-88
11-01-88

11-04-88
11-04-88
11-05-88
11-06-88
11-08-88
11-08-88
11-11-88

11-12-88

11-12-88

11-12-88

11-14-88
11-15-88
11-16-88
11-17-88
11-22-88

11-22-88

11-25-88
11-27-88
11-29-88
11-30-88
12-04-88
12-13-88
12-16-88
12-290-88



Statutes and Regulations Regarding Well Confidentiality

State

Alaoama

Arizona
Arkansas

California

Colorado
Connecticut

Delaware

Florida
Georgia

Hawai i

Idaho
Illinois

Indiana

lowa

Kansas

Kentucky

for the Other 49 States

Summary of Confidential Time Period Regulations

S9-17-6(4) Six months from completion of well (must submit
reports by that time).

Six months. Rule R12-7-121B.

Maximum of 90 days from completion date.

If requested. (Section 3234) Not to exceed two years for
onshore exploratory wells and not to exceed five years for
offshore exploratory wells. Period may be extended for
exploratory and offshore wells upon a showing of extenuating
circumstances. Development wells may be granted

confidential status if the supervisor determines there are
extenuating circumstances.

S34-60-106 If requested, for six months after drilling.
N/A*.

N/A.

Six months, or 13 months with hardship plea.

S43-707(16) Six months or longer.

S182-6 Indefinitely, unless application for a mining lease
is not made within 6 months of receipt by Board (which is
required upon termination of the exploration permit.)

One year upon request of operator.

Three months - S5409. One year, If requested.

S(13-4-7-17)-1(D) None automatic. For geological or
structure test wells and geophysical tests, maximum of two
years from date of issue of drilling permit upon written
request. For all other records, if requested, one year from
date of well completion.

S34.4 Six months.
One year upon request. May be extended one year.

Upon request, for one year maximum.

*N/A - Upaate of 12/36 shows no relevant statutes yet in effect.



Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Montana

Nebraska

Nevada

New Hampshire
New Jersey

New Mexico
New York

North Carolina

North Dakota

Ohio

Upon written request; (Act A of the Extraordinary Session of
1973) wells shallower than 15,000 feet- one year with a
one-year extension; Act 691 of the Regular Session of

1979- offshore logs, upon written request- two years with a
two-year extension.

S5A9-B (13) - Annual Report kept confidential indefinitely
pursuant to Title 1, Section 408.

No automatic time period. Reports required in 30 days.
They can be held confidential at the specific request of the
operator.

N/A.

S319.6 (d) and R299.1311 provide for 90 days after
completion of drilling upon written request.

NA.
S53-1-33 - Thirty days after completion of well. Other
regulations - for six months if so requested. Eighteen

months for stratigraphic tests.
S$259.070 (c) - six months. Other - one year if requester:.

S§32-11-123 (2) - Six months following completion for
exploratory and wildcat wells; S32-11-125(2) - three years
following completion for stratigraDhic tests.

S57-905 (3)(i) - for 12 months upon written request.

S38.28A, Ch. 522, 522.040(2) - six months for exploratory or
"wildcat" wells; other - may be extended for a series of
wells.

N/A.

N/A.

Ninety days if requested.

Logs kept confidential upon request and upon provision of
sjostantiation for confidentiality acceptable to the
Department.

For one year upon request of operator. Extensions of this
confidentiality are allowed up to a maximum of 1 year at the
discretion of the Department.

S38-08-04 (6) - six months if requested.

51509.10 - six montns after completion; longer ir grantee ov
the Chief of the Division of Oil i Gas in writing.



Oklahoma

Orsgon

Pennsylvania

Rhode Island

South Carolina

South Dakota

Tenressee

Texas

Utah

Vermont

Virginia

Washington

West Virginia
Wisconsin

Wyoming

SOURCES

Interstate Oil Comoact Commission.

Held confidential for one year only if filed within 60 days
after completion of _log; optional six months® extension.

3520.095 (@) - two years after completion. May be extended

by State Geologist for time considered reasonable to protect
economic interests of lessee.

One year for annual reports, which may be extended for four

years.

NZA.

S405. (@) (i) - twelve months after completion of well

except for logs required under "Gas Operations Well -
Drilling Petroleum and Coal Mining Act".
in writing.

Six months, 1if requested

Six months from date of drilling to total oepth upon written
request of permittee (1040-2-10-.05).

No. On request, one 6-month extension of the time limit for
the filing of a log with discovery application may be
granted for good cause.

S40-60-4 (1)(b) - six months on request.
S505 (b)(2) - two years on request with an additional year"s
extension with proof of special circumstances.

45.1-113. Test wells for one year - maximum
other data for 90 days. S45.1-332 - two
if certified as such in

Rule 15, Sec.
of three years;
years for an exploratory well
writing.

S$78.52.260 - twelve months fcr exploratory well data if
requested at time of filing.

One year, additionally to three total years for good cause.

MZA.

S30-5-104 - for six months if requested.

Summary of State Statutes and

Regulations for Oil and Gas Production. 1986

Myers,

05371

Raymond M. Tns
Compulsory. Volumes 213,

or Pooling anc UmnzatiGri, Z/oluntary -

Rev. OecemDer, 1986.



Mr.

Division. Manager ,e \ if. - ~N 7/ / / -
S¢S ?p?Hc?nc’ [ . . ®
P. 0. Box 3756 * ml- _——-

Los Angeles, . CA 90051 :

| P I ‘e y41

Re:-~"_. Request for Confidentiality T“of Well
Data Pursuant to AS 31.05.035(c):
Tulugak Wwell #1, Arctic Slope, Alaska-

Dear Mr. Lenz: -

By letters dated October 31, 1978, and February 7, 1979, Texaco
srequested that all well data and information submitted to the

State of Alaska for the Tulugak Well #1 be held confidential

indefinitely pursuant to AS 31.05.035(c) as amended by HB 815.

Texaco"s request poses two problems:

1. The request that well data and iInformation be held confiden-
tial indefinitely, and

2. The fact that the well was drilled on private (hative) land.

In 1y Judgment, the amended statute is intended to apply to wells
dri > -on state lands. Further, 1 do not believe that the statute
was <e..cended to provide for an indefinite period of confidentiality.

A professional of the staff of the Division of Minerals and Energy
Manage. ,4it has examined the well data which was made available

by Mr. Don Hartman of Texaco. I am advised that these data, logs,
and reports are significant to the valuation of unieased native
lands in the vicinity of the Tulugak No. 1 Well.

Since the statute is unclear as to i1ts applicability to private

land, | am requesting that the Alaska Oil and Gas Conservation
Commission hold the Tulugak No. 1 well data confidential until

the law s clarified and regulations adopted to implement AS 31.05.035(c)

as amended by HB 815.

Sincerely,

Robert E. LeResche
Commissioner

cc: Hoyle H. Hamilton, Chairman
Alaska Oil and Gas
Conservation Commission
Thomas Cook, DMEM
DGn Hartman, Texaco

REL/TC/cm



TonlgCOoks Director Mineral Chevron's Request for Confidentiality
and Energy Management Treatment of Well Data Pursuant to
AS 31.085(c)

Chevron's request for an Indefinite extension of confidentiality of well
data pursuant to AS 31.035(c) (as amended by H.B. 815) serves to demon-
strate the difficulty in applying the amended language in a reasonable

way. | fully concur with Hoyle Hamilton's conments In his memo to you

of November 3e 1978* «

The language of AS 31.035(c) as amended raises the following questions
as noted by Hoyle:

1. What is "significant information"? Virtually any information
galned from drllling could considered "significant" in
assessing adjacent acreage.

2. What is included in the category of "unieased land"? A literal
interpretation of this phrase would necessarily include any
unieased acreage whether state, federal, or private,

3. What is meant by "same vicinityn7 This could mean unieased
acreage abutting the lease operation in question or It could
include unieased lands separated from the lease operation hy
lands under lease. It could even be argued that unieased
lands at quite a distance (several miles) from the lease
operation are in the same Yiclnity,

4. What is intended by the phrase "a reasonable time"? | would
take this to mean until after the disposition of “unieased
land in the same vicinity", but we will have problems in
applying such vague language.

5. Does the ﬁhrase “all affected unieased land" literally mean
"all®? The problems with this Ianguage are obvious. One
unieased tract in a sale area could impose a "forevjr" condition
for confidential treatment.

| believe that the problems associated with AS 31.035(c) (as amended)
are so great that the section will have to be clarified by legislation.
In any case, regulations will have to be carefully written to lend some
definition to the meaning of AS 31.035(cg. We are undertaking the job
of developing regulations to implement AS 31.035(c), but I am not
enthusiastic about the task given the present language.
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STEVE COWPER, GOVERNOR

MEMJImIENT OF NATURAL ItFSOIJItCKS 400 WILLOUGHBY AYE,

Subject:

Response:

Backcrround:

Discussion:

JUNEAU, ALASKA 99801

PHONE: (907) 465-2400
OFFICE OF THE COMMISSIONER

January 28, 1987

The Honorable Sam Cotten, Co-Chailrman

The Honorable Adelheid Herrman, Co-Chairwoman
House Resources Committee

Alaska State Legislature

Post Office Box V

Juneau, Alaska 99811

Dear Representatives Cotten and Herrman:

House Bill 41, which would eliminate a requirement
that the Commissioner of Natural Resources extend the
period of confidentiality for oil and gas well data
when the data contain significant information
relating to the value of unieased land in the same
vicinity.

On balance, the department supports the bill. In our
judgement, removing the provision for extended
confidentiality would encourage expedited exploration
of state lands * and would result in increased
competition for oil and gas leases.

The provision being eliminated by this bill was
originally adopted in recognition of specific delays
contemplated as a result of litigation surrounding
the joint Federal/State Beaufort Sea Sale in 1979.
Because of these potential lengthy delays, and the
fact that numerous operators had drilled exploratory
wells adjacent to the sale area iIn anticipation of
the lease sale, the provision was adopted to provide
extended confidentiality to the data pending
resolution of the litigation and issuance of the
leases.

The two-year period of confidentiality will still
apply. In the department®s judgement, the two-year
period successfully balances the proprietary
interests of the oil companies to keep well da ;a
confidential, and the public iInterest in making
available as much information as possible on the
state®s oil and gas resources.

Removing the provision is also more in keeping with

the confidentiality provisions of other oiil producing
states.

From the oil industry"s perspective, it appears to

s W



Representative Cotton January 23, 1987

Representative Herrman

the department that .the extended well confidentiality
provision works to their advantage in some cases, and to
their disadvantage in others. While companies often want
to keep their own data confidential, they would like to
have their competitor®s data released as soon as
possible. This sort of conflict is best resolved by
repeal of this provision, which will guarantee that all
parties have timely access to the well data.

IT you would like additional information or have any questions,
please contact my office or James Eason, Director of the Division

of Oil and Gas (762-4241).

-.Stncerely,

)

Judith M. Brady
Commissioner

cc: Committee Members
Commissioner Chat Chatterton

Director James Eason



HOUSE BILL 41

EXTENDED TESTIMONY OF

STEPHEN M. ELLIS

submitted on behalf of

CHEVRON U. S. A. INC.

House Resources Committee Hearing
February 18, 1987



My name is Stephen Ellis. I am an attorney with the
Anchorage law firm of Delaney, Wiles, Hayes, Reitman & Brubaker,
Inc. I am appearing here today on behalf of Chevron U.S.A. 1Inc.
Our firm has represented Chevron for the past three decades. We
have represented the Company legislatively in Juneau for the past

thirteen years.

Chevron 1is proud of its long presence in Alaska. it
continues to be the only major oil company performing all facets
of the industry®s operations in Alaska: exploration, production,
manufacturing, distribut;on and marketing. Chevron has been

doing business in Alaska for approximately 100 years.

As the largest oil and gas leaseholder in Alaska,
Chevron thanks the Committee for this opportunity to express its
concern with HB-41. We believe the current extended
confidentiality provisions of Title 31 are iIn the best iInterests
of both the State of Alaska and the industry. The State benefits
because the existing provisions encourage the drilling of
exploratory wells 1iIn the frontier areas of Alaska. The risk
takers of the industry, who are willing to commit and expend
their exploration dollars in Alaska, are rewarded because their

data remains confidential.

Chevron opposes HB-41 because it would discourage

drilling in frontier areas. The drilling of such® a well 1is an



n. For example, drawing from
Chevron®s experience, Chevron and partners have drilled eleven
exploratory wells in Alaska in the past ten years at a total cost
of $291 million. The incentive to drill these wells is greatly
reduced where the company 1is required to share its confidential
well data with all of its competitors --- competitors who have

not made any expenditure of their own.

Alaska 1i1s a difficult frontier for oil and gas
exploration. Direct comparison to any of the other forty-nine
states®™ provisions TfTor confidentiality 1is thus not appropriate
for Alaska®s unique situation which requires a five-year sale
schedule and a long lead time for exploration. Moreover, past
experience demonstrates that it is impossible to schedule state
sales with five-year reliability. The new 1987 Five-Year Leasing
Plan contains ten sales. This represents a reduction of nine
sales from last year®s plan. Eliminated sales include: Icy
Cape, Holitna, Cook Inlet #62, Offshore Icy Cape, Point Franklin,

White Hills, and Hope Basin. There are also significant delays in

the new schedule. For example, the Nechelik sale has been
delayed one year and three months, the Beaufort Sea #52 - two
years and three months, the Alaska Peninsula sale - nine months,
and North Slope #57 - one and one-half years. Since there 1is no

guarantee that a sale will be held as scheduled, existing law

provides a fair means of encouraging exploration and allows a



company to develop an exploration program based on constant

guidelines and regulations.

I believe two examples will demonstrate the advantage
of the extended confidentiality provisions of the current law.
The TFfirst example is from the State-Federal joint sale, BF-79 in
the Point Thomson Area. At the time of the sale, Point Thomson
was a proven gas-condensate field. Two groups that participated
at that sale are of particular 1iInterest. One group had all of
the confidential well information that was available. It
acquired two leases for relatively low bonuses. Another bidding
group did not have access to any of the confidential i1nformation.
That group acquired six leases for large bonus bids. Five wells
were ultimately drilled iIn the sale area by companies who did not
possess all of the confidential information. Thus, the extended
confidentiality provisions of AS 31.05.035(c) resulted in both
higher bonus bids for the State and the drilling of additional

exploratory wells.

The second example involved o similar situation in the
Cape Halkett Area. Chevron and its partners had drilled a well
on private land prior to 0OCS Sale #71, held in 1982 and State
Sale #43, held iIn 1984. Chevron did not participate in the
bidding on nearby tracts in either sale. However, all the tracts
were leased. Thereafter, one of the successful bidders did drill

another exploratory well in the area. Thus, again the extended



confidentiality provisions of AS 31.05.035(c) resulted in
additional bonuses to the State and the drilling of an

exploratory well.

We believe a two year confidentiality period is
inadequate because of the vastness of Alaska. Chevron has
drilled iIn some areas of the State where even today, almost ten
years after the well was drilled, no sale of adjoining public
lands 1i1s scheduled. Therefore, to be meaningful, extended

confidentiality provisions must remaln open-ended.

In sum, HB-41 discourages exploration 1in those
situations where a company has an existing right to drill.
Drilling is a necessary condition for a discovery of oil or gas.
Each exploratory well generates significant employment for

approximately 400 individuals.

Accordingly, we believe a number of policy
considerations suggest that HB-41 is not in the State"s best
interest. Chevron recognizes that not eve”one may agree with
its policy analysis. However, Chevron®s opposition to HB-41 has
an independent legal basis as well. We believe HB-41, if applied
to private lands 1in the State, would be unlawful. This
conclusion is particularly true with respect to a retrospective

application. We define a retrospective application as any



application to lands where a company had acquired the oil and gas

rights to that land prior to the effective date of HB-41.

One commentator has explained the general aversion to
retrospective legislai ion as follows:

Perhaps the most fundamental reason why
retroactive legislation is suspect stems from
the principle that a person should be “.ble to
plan his conduct with reasonable certainty of
the legal consequences. Thus, The Federalist
stressed the desirability of protecting the
people from the "fluctuating policy” of the

legislature. Closely allied to this fTactor
is man®s desire for stability with respect to
past transactions. Moreover, to the extent

that a statutory law should serve as a guide
to individual conduct, this purpose is
thwarted by retroactive enactments. Still
another reason underlying the hostility to
retroactive legislation 1is that such a
statute may be passed with an exact knowledge
of who will benefit from it. Finally, there
is the strong common-law tradition that
although a court®"s pronouncements may apply
to past conduct, a legislature®s function is
to declare law for the future.

This same commentator concludes that 1in analyzing
retroactive legislation, the courts generally balance three
factors in determining whether the legislation is lawful:

1. The nature and strength of the public iInterest
served by the statute. We believe this factor favors a finding
of invalidity because in our judgment, disclosure serves no

apparent conservation purpose.

2. The extent to which the statute modifies or
abrogates the asserted preenactment right. This Tfactor also
favors a TfTinding of invalidity. It is well established that



confidential well data such as involved here constitutes a trade
secret. Disclosure of that data obviously destroys the
confidentiality of the data. As a result, the owner of the data
loses a real competitive advantage. Courts have held that type
of loss to be compensable.

3. The third factor to be considered is the nature of
the right which the State alters. This factor-also favors a
finding of unlawfulness. A company drilling a well subsequent to
1978 had a reasonable investment-backed expectation that the data
would remain confidential. Given this assurance, we believe the
Alaska Supreme Court would readily find a retrospective

application of HB-41 to be unlawful.

We also believe a prospective application of HB-41,
particularly as to private lands, would be unlawful. In
discussing this point, it is perhaps helpful to examine the basis
of tt»o Stage®s right to require the filing of well data. That
right stems from the State"s police power which is defined as the
State®"s authority to promulgate reasonable regulations necessary
to preserve the public order, health and safety, and to promote
the general welfare. However, the courts have set limitations on
unlawful exercise of police power. Again, three fTactors are
involved:

1. The public iInterest must require the regulatiol
We believe it apparent that conservation principles do not

require the disclosure of this type of data.



2. The Ilegislation must be reasonable. We believe

disclosure is not reasonable because no valid public purpose is
served, particularly when compared with the tremendous economic
loss disclosure works on the affected oil companies.

3. The means selected must have a real and substantial
relation to the object sought to be obtained. The Alaska Oil and
Gas Conservation Commission serves the function®s of preventing
waste of oil and gas resources, and protecting the rights of oil
and gas interest holders. The Department of Natural Resources 1is
the proprietor of the State"s mineral interest. DNR has the same
standing (no more or less) before the Alaska Oil and Gas
Conservation Commission as any other oil company. Thus, the
State may not make proprietary use of confidential information
acquired under a law purporting to "regulate" the oil and gas
industry. That is, the State may not exercise a governmental

function for a proprietary purpose.

Moreover, even assuming this compelled disclosure of
well data does constitute a valid exercise of the police power,
courts have held that a regulation can be so complete as to
constitute a taking. Again, three factors are considered:

1. The character of the government action,

2. The economic impact, and

3. The reliance of the affected individuals.

While it is true that the reliance factor would not be

involved with respect to a prospective application, we believe



the first two factors would warrant a finding that a taking has
occurred. As 1 have discussed, the character of the government
action with respect to disclosure is a proprietary action and not
for a governmental purpose. Further, the economic iImpact of the
disclosure works a tremendous disadvantage to the companies as

they lose their competitive advantage.

A Wisconsin Supreme Court decision decided in 1983
involving Noranda Exploration, Inc. perhaps best illustrates
these points. The State of Wisconsin had adopted mining
regulations which provided for the public disclosure of data
following a three year confidentiality period. The state argued
that since any drilling undertaken subsequent to the effective
date of the Wisconsin Act was conducted on a voluntary basis,
the resulting data did not constitute a protected propei .y right.
However, the Wisconsin Supreme Court disagreed. The court relied
upon the fact that the exploration was done on private lands
rather than State-owned land. The court found that the right to
exclude others was a traditional attribute of property and
accordingly found that thft right was protectable. The court
further found that public disclosure of the data did not bear a
reasonable relationship to informed decision-making by the state
agencies. Accordingly, the court found that the Wisconsin
statute constituted an unconstitutional taking of private

property without just compensation. We believe the Alaska



- . N KX , [ .
Supreme Court would reach a similar conclusion with respect to

prospective application of HB-41.

Thank you for your consideration of Chevron®s comments.



Alaska State Legislature

H ouse of Representatives

March 6, 1987

Mr. Tom Gallagher
Chevron U.S.A. Inc
3001 C Street
Anchorage, AK 99503

Dear Mr. Gallagher:

Thank you for your letter of March 4 offering to bring Dr.
Sorenson before the Resources Commitee on the topic of HB 41,
the confidentiality of oil and gas data.

As 1 discussed with Mr. Ray Plummer after the House Resources
Committee meeting on Wednesday, March 4, 1 appreciate the
offer by Chevron but would prefer to see the bill move on to
the next committee (Finance), where 1 believe that Dr.
Sorenson®s presentation would probably be welcome. As you
know, the sponsor of the bill, Rep. Brown, sits on the Finance
Committee.

Thank you for your letter.

Sincerely,

Co-Chair
House Resources Committee

cc: Rep. Brown
Rep. Adams
Committee members



T. R Gallagher
Rulic Allairs Manager

March 4, 1986

Representative Sam Cotten, Co-Chair
Representative Adelheid Herrmann, Co-Chair
House Resources Committee

Alaska State Legislature

P.O. Box V

Juneau, Alaska 99811

RE: House Bill 41

Dear Representatives:

This will serve to confirm a request made on behalf of Chevron
U.S.A., Inc., by Ray Plummer, to the House Resource Committee

staff on March 3, 1987.

Chevron has requested the House Resource Committee hear testimony
from Dr. Phil Sorenson, Professor of Economics from University of

California-Santa Barbara. Dr. Sorenson has an extensive
published background on oil and gas economics and has been called
upon by both private and public entities. Dr. Sorenson has

performed original research on the subject of the economic iImpact
of confidentiality of well data, upon leasing, drilling and the
oil and gas industry 1in general.

Chevron would greatly appreciate the opportunity for Dr. Sorenson
to address the Committee on the merits of House Bill 41 as the
Committee was the original committee of reference.

Chevron, of course, will bear the expenses of Dr. Sorenson®s
visit to Alaska and testimony before your committee.

Sincerely,

TPG :ph

CC: Representative Kay Brown
House Resource Committee Members



EXXON COMPANY U.S.A. Comments
HOUSE BILL 41 - Well Data Confidentiality-
House Resources Committee
February 18. 1987

Exxon appreciates the opportunity to present comments iIn opposi-
tion to HB-41. We believe that passage of this bill would slow
oil and gas leasing and exploration activity in Alaska by sig-
nificantly reducing the value of any well data obtained.
Exploration budgets are already sharply reduced throughout the
industry as companies work to cope with today®s crude market.
Since HB-41 would make it even more difficult for oil and gas
operators to justify taking on the high cost and high risk of
exploration in Alaska, we oppose the bill and ask you to care-
fully weigh our arguments.

In comparison to opportunities elsewhere, Alaska iIs characterized
by harsh climate, remoteness and unexplored geologic prospects.
Such high cost/high risk environments are significantly more
attractive to explore with extended well confidentiality. For
example, an operator may have a geologic concept for an area, but
that concept, until tested by drilling, does not economically
justify acquiring a large acreage position. Most often, several
concepts must be studied and tested over a long period of time if
any are to prove successful. IT operators know they will have to
give up all well data after only two years, often with limited
drilling seasons, they will be less likely to pursue novel
concepts iIn new areas.

For those leases that have already been acquired, operators will
be encouraged to delay exploration drilling to plan around the
confidentiality limitation. IT a subsequent lease sale is not
scheduled in the next two years, there would be a significant
incentive for a lessee to defer drilling so that he does not lose
a competitive advantage. IT a lessee knew that a nearby lease-
holder was about to drill, he would naturally be tempted to wait
until that data became available before taking the risk himself.
In other words, drilling decisions would be made based partly on
the need to ensure confidentiality rather than on the most
effective schedule.

This bill would be especially discouraging towards exploration of
the least understood areas such as Interior geologic basins. The
currently reduced rate of wildcat drilling iIn Alaska testifies to
the cost/risk barriers being faced today. IT well confiden-
tiality could not be maintained, many such basins would likely
continue to remain unexplored.



confidentiality would serve to slow oli and gas exploration in
Alaska. Certainly, there are wells drilled by others with
confidential data of great interest to Exxon. But the long-term
downside impact on future exploration in Alaska strongly
outweighs the short-term gain of such data access.
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TESTIMONY OF STANDARD ALASKA PRODUCTION COMPANY ON H.B. 41,
CONFIDENTIALITY OF EXPLORATORY WELL INFORMATION.

Standard Alaska Production Company vigorously opposes the
amendments to the existing section 31.05.035(c).- The

extended confidentiality provisions of this section are an
important incentive to continued exploration in Alaska. Pre-
mature disclosure of exploratory drilling results, in the
advance of any lease sale, would effectively deprive an
aggressive exploring oil company of valuable proprietary
information without any corresponding benefit to the State of
Alaska. The amendment would allow companies who have not made
any investment in exploration to unfairly reap the benefits

of that exploration by premature disclosure of the information,
the statute as proposed would deny any discretion in the
Commissioner of Natural Resources to continue to hold information
confidential and would explicitly require all information
submitted to the Oil and Gas Conservation Commission be

considered public information.

The proposed legislation would allow only a 25 month confidentiality
period (.-thirty days between completion of the well and filing

of the data and the 24 month confidentiality period). The

revised time frame would be much to short to protect an

exploratory company®"s proprietary information given the

necessity to operate during winter drilling seasons. The

present statute 1is permissive iIn that it allows the Commissioner

of Natural Resources tc extend the confidentiality period only

when the information is significant to the valuation of unieased

lands. The State of Alaska benefits from this confidentiality
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to the extent that negative information does not prematurely
depress lease prices in an area. The operator benefits from
this provision in that this information which he has invested
large amounts of money to acquire is protected from unfair
disclosure while the State retains access to the data. The
only possible beneficiary of the proposed legislation will be
those companies who have not made an investment in the

development of natural resources in Alaska.

As section 31.05.027 gives .the Commission the authority to
require reports from wells located on all land in the state
lawfully subject to the Commission’s police powers, there

are wells which have already been drilled, in reliance upon
the confidentiality provisions, whose reports would now be
made public. Such an amendment to the law could constitute an
"ex post Tfacto” law and represent an unlawful conversion of a
company®"s proprietary information. In addition, for wells
drilling on private lands the disclosure of that information,
we believe, would be a "taking'" of private property by the

government.

For the reasons stated, Standard Alaska Production Company

opposes the adoption of HB 41.



TESTIMONY OF CHEVRON U.S_.A. INC.

RE: HB 41

STATE OF ALASKA
FIFTEENTH LEGISLATURE-FIRST SESSION
HOUSE RESOURCE COMMITTEE HEARING

JANUARY 30, 1987

Chevron U.S.A., Inc. (Chevron) appreciates the opportunity to
provide this committee with its comments and concerns regarding
HB 41, "An Act relating to the confidentiality of certain oil and
gas information.” My name 1is Jim Arlington and I am a Land
Representative for Chevron, located 1in Anchorage, 1involved with

administration of Chevron®s land and lease interests in Alaska.

There has been concern among iIndustry and the Department of
Natural Resources over how AS 31.05.035(c) (as amended by HB 815)
should be appiied. These concerns involved questions such as,
When does t Commissioner make her Ffindings?; What 1is
“significant information™?; What is "unieased land In the same
vicinity"?; What is "a reasonable time"?; What is "disposition of
all affected lands™? The Department has since adopted
regulations which iIn large measure implement the provisions of AS

31.05.035(c) iIn a fair and understandable way.
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Chevron®s position is that HB 41 in its present form is not in

the best interest of Alaska. I would like to point out six

reasons why this is the case.

1.

HB 41 will penalize those companies willing to undertake

exploratory drilling.

The data that are released from an exploratory well are much
more valuable and have a greater 1iImpact on geologic
interpretations than do data from a production well.
Further, companies have relied on extended confidentiality
periods in drilling exploratory wells since 1978 to
establish and maintain a competitive position regarding
lease sales. The elimination of the extended
confidentiality provision will diminish any advantage to
drilling for exploratory well data if the there 1i1s a
substantial probability such data must be made public prior

to a sale covering that area.

HB 41 would reward companies for not drilling.

ITf companies can obtain for themselves another company®s
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valuable well and geologic data simply by waiting 24 months

themselves they may well do so.

The state should actively encourage exploration rather than
instituting disincentives such as removal of the extended

confidentiality period for well data.

Because of the short drilling seasons, there are
signif i.cantly long lead times in Alaska in permitting and

drilling an exploratory well.

The decline 1in oil prices has caused companies to

drastically reduce exploration programs.

HB 41 w_ill discourage dri.llinp on leases adjacent to
unieased lands, especially state lands on which scheduled
lease sales may be delayed.

The current provisions of AS 31.05.035, are fair and protect
a company that has relied upon a leasing schedule and
drilled an expensive well to 1iImprove 1its competitive
position. Companies should not be penalized if the sale is
subsequently delayed beyond the 24 month perioid required
for data confidentiality by having its data made available

to i1ts competitors.
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5. HB 41. "="11 allow well data from dry holes to be made public
which may substantially diminish the lease value of adjacent
unieased land.
Since the large majority of wells that are drilled are non-
productive, data from dry wells may diminish the value of

adjacent lands.

6. HB jJ[1 will discourage drilling in frontier areas.
Most of the frontier oil and gas areas yet to be explored
are 1in Alaska. There are significant environmental
considerations that delay drilling in Alaska that are not
present in other states. These considerations were taken
into account when the 10th Legislature provided for an
extended confidentiality period, still present 1iIn the

current law.

Conclusion

Most of this country®s frontier oil and gas areas yet to be
explored are in Alaska. We believe it is unwise to significantly
alter statutory provisions that have recently been rewritten as
recently as 1978. This 1is especially true where the state"s
major industry has made enormous capital expenditures in reliance
upon those provisions. The potential application of HB 41 to
data currently held by the Oil and Gas Conservation Commission 1is

of grave concern to Chevron. Our attorneys have advised us that
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a retrospective application of this legislation would be unlawful

under the Alaska Constitution.

We believe the current law providing for extended
confidentiality, where appropriate, has been a successful policy
providing incentive to industry and revenue to the people and to

the State of Alaska, and should be continued.

Thank you TfTor your attention and consideration of Chevron®s

concerns.
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STANDARD

ALASKA PRODUCTION

TESTIMONY OF STANDARD ALASKA PRODUCTION COMPANY
ON HB 41, CONFIDENTIALITY OF
EXPLORATORY WELL INFORMATION - FEBRUARY 18, 1987

My name 1is John A. Reeder and 1 am employed as Senior Counsel
for Standard Alaska Production Company 1in An?horage. I have
been employed 1iIn this capacity by Standard or 1its affiliate, BP
Alaska, 1Inc., since 1974 and served in the Department of Law as
an Assistant Attorney General from 1971 to 1974. During this
time, I have been almost exclusively 1involved in natural
resource law 1i1n Alaska. My purpose in testifying today 1is to
discuss the constitutional limitations in making public data
from wells drilled on private or native Iland. Previously,
Standard has indicated to this Committee that it does not favor

HB 41 on policy grounds.

HB 41 seeks to repeal provisions of AS 31.05.035(c) which were
a lopted in 1978, and which now permit the Commissioner,
Department of Natural Resources (DNR) to determine if
information from oil and gas wells drilled in Alaska should be
held by the Alaska Oil and Gas Conservation Commission (AOGCC)
on a confidential basis, rather than released to the public
after two years as would otherwise be provided under that
section.

In the process of reviewing HB 41, I have come to the
conclusion that the present structure of AS 31.05.035(c) may
have significant constitutional flaws as 1t would be required
to be applied to private (Native) lands regardless of the
policy questions presented by HB 41. Removal of the
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Commissioner®s discretion would almost certainly cause the
provision to be administered contrary to constitutional

limitations.

While the AOGCC, 1in the exercise of its statutory oil and gas
conservation responsibilities, clearly has authority co require
the submission of data from wells drilled on private lands, the
public release of economically valuable data from private lands
(which some authorities have called the "speculative value" of
land) is difficult to support as a valid exercise of the
State"s police power, and this 1is particularly true in the
context of Alaska®"s difficult and time-consuming exploration
environment. Premature release of such data destroys Iits
commercial value to the landowner, and may subject the State to
liability for an unpermitted 'taking” of that value without
compensation. Retroactive application of HB 41 also destroys

the priority value of data from wells drilled on private lands.

Private ownership of the mineral estate in Alaska was virtually
unknown prior to the implementation of the Alaska Native Claims
Settlement Act and the acquisition by Regional Corporations of
mineral rights in the subsurface of Native lands. The lack of
private lands is one of the unique aspects of land management

in Alaska.

As originally enacted in 1960, the confidentiality provision
provided an automatic two-year period of confidentiality for
data submitted from wells drilled in Alaska. This section was
amended 1In 1970 to establish a separate section, AS 31.05.035,
and provided that certain information be made iImmediately
available to the public. In 1978, the section was again
amended to its present form to provide a means of holding data
confidential beyond the 24-month automatic period where the

value of unieased lands might be affected by the information.
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WEiie this was a recognition of ;Hé commercial value of
confidential data obtained by the State"s oil and gas lessees,
it is important to understand that, as applied to State Ilands,
no real constitutional issue was or is presented by the
prospective application of the submittal requirements. As
applied to State lands, the issue of the duration of a
confidentiality requirement, and the conditions under which it
can be extended, 1is a policy matter to decided by the
legislature. As previously stated to this Committee, Standard
feels a mechanism to extendthe period of confidentiality on
State lands 1is vital to thecontinued drilling of exploration

wells iIn frontier areas, andshould be retained as a matter of

policy.

The 1i1ssue 1Is quite different with respect to private lands. As
I will discuss later, the 1issue with respect to private Ilands
concerns the exercise of the State"s police power in the
context of applicable constitutional limitations. The 1ssue
has rarely been raised in Alaska due to the manner 1in which the
1978 amendments to Section 35 have been implemented.
Apparently the Commissioner, DNR, has made a determination with
respect to private lands as well as State lands. In fact, of
the 13 wells now assigned extended confidentiality status,

eight are on Native lands.

Previously, this Committee has received a copy of a letter from
former Commissioner Robert E. LeResche to Texaco, Inc.
concerning a well drilled on Native lands 1iIn which he raised
the issue of the applicability of che 1978 amendment to Section
35 to private lands. Commissioner LeResche decided to hold the
data from the well confidential pending clarification of the
law. No regulations were adopted concerning the applicability
of Section 35(c) to private lands, and the DNR continued to

deal with both private and State lands 1in the same manner.



Thus, to date f’o issue of a possible taking of the speculative
value of private lands under these circumstances has been

avoided.

The right of a Ulandowner to keep 1information concerning his
mineral estate confidential has been recognized 1in the United
States for some time. Attached to my statement is a listing of
material your staff may finduseful which discusses this

right. The property right has most often been examined 1in
connection with a trespass committed by a third party in which
geologic information affecting the value of the land was made
public without the permission of the Jlandowner. The trespass
is sailid to have destroyed the speculative value of the land,
the right of the Qlandowner to hold such information
confidential in the expectation of obtaining valuable

consideration from others wishing to explore on his land.

Almost all oil-producing states recognize this right in
requiring landowners to file information on oil and gas wells
with conservation agencies, as almost all make some provisions
for the landowner to automatically, or by application, protect

the right of confidentiality.

At least one reported case involved the assertion by a lessee
that the requirement to file such data was a taking of property
without compensation, where, in the judgment of the lessee, an
inadequate period was allowed iIn which the data was to be kept
confidential. In this case, a copy of which is attached to my
statement, the Kansas Corporation Commission (the equivalent of
the AOGCC) had refused to grant an exemption to a two-year
confidentiality provision on the grounds that the existing
regulations adequately protected the speculative value of the
lands held by the oil and gas lessee. The court upheld the

Commission™s decision. The i1mportance of the case is the clear



recognition by both the Commission and the court of the
existence of the speculative value of the lessee®s lands. The
Commission merely decided that 1iIn this instance a two-year

period was adequate.

In Alaska, I believe the automatic two-year period of
confidentiality which would remain in AS 31.05.035(c) 1if HB 41
is passed is not adequate to protect the speculative value of
well data from private lands. The 1long development times,
difficult environmental conditions and extreme distance from
markets which impede oil and gas development . Alaska are well
known to the Committee and need not be repeated here, but these
obstructions to development usually result in geologic
information retaining 1i1ts commercial value fTor much Ilonger
times than in the rest of the United States. In practice,
geologic data from wells drilled on private lands may remain
valuable for commercial purposes for many years, and some
mechanism needs to be included in AS 31.05.035(c) to extend the
period of confidentiality to protect the speculative value of
such lands. In this respect, Alaska has distinctly different

requirements from other oil-producing states.

On the other hand, there seems to be little need to include
development wells, wells drilled 1in producing reservoirs,
(either on private or State land) in any system intended to
protect the speculative value of private or State lands.
Elimination of this requirement would ease a significant

administrative burden on the AOGCC.

In conclusion, Standard, as previously stated to the Committee,
feels the present provisions of AS 31.05.035(c) should be
retained, both as a sound policy to encourage the drilling of
exploration wells on State land and to protect the speculative

value of private lands as required by Alaska®s Constitution.



Authorities Discussing Description of Speculative Value

For general background see:

1. 1 H. Williams & C. Meyers, Oil and Gas Law 88 229-230
(1986).

2. 1 W. Summers, The Law of Oil and Gas 88 21-40 (2d ed.
1954 & Supp. 1986).

Concerning constitutional limitations see:

1. Retroactive application of HB 41. Norton v. Alcoholic
Beverage Control Board, 695 P.2d 1090 (Alaska 1985).

2. Unconstitutional taking of private property.
Ruckelhaus v. Monsanto Co., 104 S. Ct. 2862 (1984); State V.
Hammer, 550 P.2d 820 (Alaska 1976).
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SUBSTANTIVE LAW CASES

HARTMAN v. STATE CORPORATION
COMMISSION et al.

Kansas Supreme Court
December 7, 1974— No. 47420
529 P.2cl 134

469

Government Regulation: Orders of Commissions— Filing of Drilling

0

Information and Samples.

The Kansas State Corporation Commission duly promulgated
Rule 82-2-123 which requires that certain information and samples
obtained in drilling oil and gas wells be fded with the state gco-
logical survey. Provision was made for the granting of exceptions
to the rule based upon a finding by the Commission that com-
pliance would create an economic hardship, the information is
not necessarK for the specific area, or the length of confidential
custody of the information is not sufficient to satisfy the needs of
the developing operator. Appellant sought an exemption from the
rule of some 4,600 acres in the Damme Pool area. The Commis-
sion denied Appellant's application generally on the grounds that
he had not proven the need for an exception and that the provision

r exceptions was not intended to allow mass exceptions. Upon
judicial review, the district court adopted the facts and conclusions
of law of the Commission, and it further held that the Commission
had not exceeded its statutory power and the Commission's denial
was not arbitrary, capricious, or enlawful. On appeal, held:
Affirmed. The issuance of Rule 8T-2-225 after conducting hear-
ings docs not preclude judicial review of the validity of the order,
and it may be collaterally attacked upon an appeal from its ap-
plication. In view of the broad authority and direction to the
Corporation Commission to prevent waste and conserve natural
resources, it appears that the power to enact the rule in question
is necessarily implied and that the information required by the
rule is reasonably related to the purposes of conservation statutes.
Appellant failed to carry his burden of proof for an exception,

and he sought no more than a blanket exemption from applica-

tion of the rule. With regard to the assertion of the taking of
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proj. -ty willunit due compensation, die rule in question is a
pro, , exercise of the stale’s police power and it is not an exercise
of the power of eminent domain. Fatwtr and Schrocdcr, dissenting.

SYLLABUS BY THE COURT

1 Rules and regulations made by an administrative agency
are not res judicata.

2. In order to be valid, administrative regulations must be
within the authority conferred by the legislature. An ad-
ministrative regulation which goes beyond or conflicts with
legislative authorization is void.

3. The responsibility for proper administration of the laws
relating to the production and conservation of oil and gas
rests primarily with the state corporation commission. The
factors to be considered and their proper evaluation are mat-
ters exclusively within the commission’s discretion and are
not subject to judicial review so long as they bear a reason-
able relation to the subject matter of the order.

4. In a proceeding wherein a driller sought exemption
.;oiu filing certain material pursuant to a rule of the corpora-
tion commission (KAR 82-2-125) the record is examined and
it is hed (1) The commission had statutory authority to
adopt the rule; (2) the rule is reasonably related to the pre-
vention of waste in the production of gas and oil and to
the protection of usable water as it may be affected by such
production; (3) the burden of proving entitlement to such
exemption was on the applicant; (4) applicant failed to
sustain this burden and the commission's order of denial was
supported by substantial evidence and was not arbitrary or
unreasonable; and (5) neither the rule nor the denial order
violates the due process clause of the federal constitution.

Appeal from Finney district court; L. L. Morgan, judge
assigned. Affirmed.

HARMAN, Commissioner.
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Hartman v. State Corporation Comm. 471

The state corporation commission promulgated a regu-
lation requiring certain information and samples obtained
in drilling oil and gas wells to be filed with the state geo-
logical survey. Certain exceptions were provided. Appli-
cant W. L. Hartman's request for exception from the provi-
sions of the regulation was denied by the commission. Upon
review the district court of Finney county upheld the com-
mission's denial order and the matter is now here on ap-

plicant's appeal.

Following publication of notice and after holding hearings
in which several oil producers, drillers and royalty owners
or their representatives appeared, the corporation commis-
sion on August 19, 1971, promulgated a new regulation desig-
nated as rule 82-2-125, which became effective January I,
1972. Applicant Hartman was present at the hearing and
protested adoption of the regulation. KAR 82-2-125 pro-
vides:

"Preservation of veil samples and 10gS. every person,
firm, association, or corporation drilling or responsible for
drilling holes for the purpose of discovery or production
of oil or gas (excluding seismic 'shotholes' and ‘coreholes’)
shall preserve and have delivered at his expense (prepaid),
the following samples and information to the Kansas
geological survey, 4150 Monroe street, Wichita, Kansas

07209.

"(A) Formation samples (drill cuttings) normally saved
in drilling operations shall be retained by the operator;
and upon request of the Kansas geological survey, such
samples shall be washed, cut into splits (sets) and one set
placed in sample envelopes ready for repository when de-
livered to the above address. Notification to the operator
that samples are required shall be made cither by notice
appended to or on a copy of the notice of intention to drill
returned to the operator by the conservation division of
the Kansas corporation commission. Delivery of the pro-
cessed samples shall be made within 90 days of the com-



pletion of drilling operations. The survey may, on some
bore holes, request shallow samples from portions of the
hole that may not normally be saved in drilling opera-
tions. In this event, the saving, processing and delivery
of such additional requested samples shall be a voluntary
act on the part of the operator. The repository (sample
library) shall accept all washed and cut samples whether

or not requested.

“(B) A copy of electric logs, radioactivity logs, and
similar wireline logs or surveys run by the operator on all
boreholes (excluding seismic, ‘coreholes,” and logs run for
the purpose of obtaining geo-physical data) shall be de-
livered to the above address within 90 days following the

running of such logs or surveys.

“(C) Copies of driller’s logs prepared on a form pre-
scribed by the Kansas corporation commission shall be
completed and filed with the Kansas geological survey

within 90 days after completion of the well.

"(D) Upon receipt of a written request at the address
listed herein, said request to be submitted either prior to
or simultaneously with, any or all samples or information
filed as required in items (A), (B) and (C) hereof shall
be held in confidential custody by the survey for an initial
period of one year from the date of receipt thereof, unless
release of said samples or information is approved in writ-
ing prior to the expiration of the one year period:

Provided, however, The period of confidential custody

may be extended for one additional year by written

notice to the survey, such notice to be received at least

30 days prior to the expiration of the initial one year

period.

“(E) In a like manner, samples, logs or surveys of wells
completed prior to the effective date of this order may be
submitted to the survey and will be maintained in con-

fidential custody if requested in writing to do so.

“(F) It shall be the duty of each company performing
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Hartman v. Statk Coiu'ohation Comm. '173

logging services within the state of Kansas to fnrnisli each
month, to the state geological survey at the address listed
herein, a list of all holes logged.

"Exceptions to the provisions of this rule may be
granted whenever the commission shall find that the
granting of such exception is justified because of one of
the following:

“(1) Compliance with this order will create an eco-
nomic hardship.

““(2) Submitting the requested samples, logs and in-
formation is not necessary for a local or prescribed area.

“(3) The length of the period of confidential custody
is not sufficient to satisfy the needs of the developing

operator.

“Exceptions may be requested by affidavit setting forth
supporting facts. In the event the requested exception is
not fully supported, the commission may set the matter
for hearing after giving notice thereof.”

Applicant Hartman isan independent oil and gas operator
with extensive lease holdings in the Damme field in Finney
county, Kansas. In 1951 he discovered the Damme pool and
has since drilled approximately fifty oil and gas wells in or
near that area. Geological information is collected in con-
ncction with each well drilled. Electric logs are kept and
seismographs arc also utilized on the wells. The informa-
tion acquired is helpful in determining what land to lease
and where to drill. Upon occasion applicant had in the past
entered into dry hole support agreements whereby in ex-
change for formation samples, electric log, drilling times and
other information supplied by him to other operators hold-
ing leases in the field, the latter contribute money toward
the drilling of a well (or acreage), to the mutual benefit of
the parties.

On January 19, 1972, Hartman filed an application seek-
ing exception from the provisions of rule 82-2-125. He



alleged lie was the owner of leases covering twenty-one tracts
aggregating about 4,G00 acres in the Damme pool and lie
sought exemption from the rule of all of his acreage “and/or
the Damme Pool generally”. The application alleged the
information required to be filed had substantial economic
value and public disclosure would create an economic burden
in that no dry hole support contributions would be available;
further that the two year maximum period of confidentiality
was insufficient in that the pool was still being developed and
in any event the arrangements of the state geological survey
for safeguarding the filed information were inadequate. Ap-
plicant also alleged compliance with the rule would result in
confiscation of his property.

Hearing on Hartman’ application was had before the
corporation commission March 23, 1972. Four major oil
producers also appeared at the hearing in opposition to the
application. Applicant’s evidera: consisted of exhibits and
the testimony of Robert L. Schmidlapp, his geologist, en-
gineer and production manager. Schmidlapp testified he
had supervised the drilling of each of Hartman’s wells in the
Damme field; the information collected during drilling is
important to the leasing of acreage and to the drilling and
completion of other wells; the average cost per well over
the years spent by applicant in the running of electric logs
ja<* keen S2.500 but is now around 83,400; applicant has
thus spent about §125,000 for the fifty wells drilled by him
in die field; he has spent about $200,000 in seismographs;
he received contributions toward drilling expense in ex-
change for electric log information in the discovery well
drilled in 1951 and from two others drilled in 1953; appli-
cant has declined on occasions to enter into this type of
arrangement because lie did not want to disclose the in-
formation obtained in drilling; he has undeveloped acreage
and leases adjacent to the present boundaries of the pool;
other operators have leases around the perimeter of the pool;
there is competition when these leases expire; the geological
information obtained in drilling applicant’s fifty wells is of
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becndit to the general area and has been used Ity applicant
in acquiring new leases; all types of information secured
bom drilling are used to evaluate seismograph data; the in-
formation obtained by applicant in drilling was paid for by
bint, it belongs to him, he expects to use it and docs not
want to give it to competitors in the area; to do so would
be an economic disadvantage; applicant is not drilling any
well at the present time but has drilled and completed two
wells since the rule was adopted; no samples or logs from
Ilie.se two have been filed; the cost of filing is nominal;
three presently contemplated locations remain to be drilled;
applicant has drilled more wells in the Damme pool than
any other operator. The witness also testified that in his
opinion the two year period of confidentiality was not long
enough to protect applicant’s interest; he had examined the
storage facilities of the state geological survey and did not
believe they were adequate. He feared applicant's com-
petitors might obtain the information. This same witness
has also testified for applicant in opposition to the rule at

the hearing held on its adoption.

'Flic state geologist, Dr. William M. Hamblcton, who is
also director of the state geological survey, testified. Pre-
liminarily, he stated rule 82-2-125 had been adopted after
extensive hearings in order that significant and important
information would not be lost; after considering all the
testimony presented the rule adopted was an expression of
the corporation commission’s sensitivity to the testimony of
all interested parties and an excellent compromise which
satisfied the state’s need for information and yet did not
unduly add to the cost of doing business. More stringent
rules have been established in other states where there is less
confidence in the petroleum industry. Absence of adequate
rules and regulations elsewhere, coupled with wilful prac-
tices, have caused agencies of the federal government to be-
come interested in environmental protection as related to
the petroleum industry. Some congressional action has al-
ready been taken, which if completed, would probably result
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in more stringent measures tlian required by the rule under
consideration. In carrying out the provisions of the rule
the state geological survey has been careful not to request
unnceded samples and information and has developed pro-
cedures adequate to safeguard the confidentiality of the in-
formation. A burglar and fire resistant file has been requisi-
tioned for such purpose. The witness further testified grant-
ing Hartman’ application under the circumstances would
set a precedent which would emasculate the rule since his
leases arc little different from leases held elsewhere in the
state; c.nyone who drills a well to extract minerals not only
gains mineral resources and information, he also produces
a hole which under certain circumstances can be detrimental
to the public health and safety; blowouts related to the oil
and gas industry have occurred in recent years in Kansas;
information from holes in the particular areas was inade-
quate to determine the source of the problems or the solu-
tions; at least seven major surface collapses have occurred
which resulted from corrosion of casing caused by underly-
ing salt solutions; where information is inadequate new
holes have to be drilled in the area to secure adequate
knowledge; such information is necessary for the protection
of fresh water resources and for correction of and protection
from blowouts and surface collapses; electric logs are used
with other geological data to acquire knowledge of rock
pathology and changes in fluids, which is essential in the
study of blowouts.

Robert Dilts, manager of the Wichita well sample library
of the state geological survey, testified requests for samples
are generally limited to “wildcats" (wells drilled one mile
or more away from production), wells drilled deeper than
those nearby, wells that are one-half mile away from those
from which samples are presently held, and wells wherein
the survey has a special interest; logs are requested from each
well; information in an area such as the Damme field where
so many holes have been drilled is necessary; the survey is
interested in the setting of surface pipe in the area to pro-
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tea fresh water strata; electric logs would reveal information

as to areas above the producing formation.

Other oil operators made statements at the hearing.
Champlin Petroleum Company, which owns producing wells
and has interests in about !i,200 acres of land in the area,
stated that in the past in order to encourage cooperative test-
ing by drilling, it had contributed acreage to applicant, re-
serving a minimum overriding royalty thereon. Its position
was that for rule 82-2-125 to be of fruitful effect, it must be

universally applied and the exception should be denied.

Mobil Oil Corporation objected to the granting of the ap-
plication, its position being that its grant would be a serious
deterrent to further drilling and development in the area.
Mobil believed it will not be able to secure approval for

drilling proposals unless and until the rule iscomplied with.

The position of Texaco, Inc., was the applicant is no dif-
ferent from anyone else in the Damme field and doesn't de-
serve the exception and granting it for the whole K imnc

pool would set a very bad precedent.

Cities Service Oil Company also opposed the granting of
the application; to grant it would do away with the effec-
tiveness of the rule. Cities also stated applicant’s evidence
was insufficient to bring him within any of the three excep-

tions to the rule.

In an order filed May ,tl. 11172, the corporation commis-
sion denied the application. After reviewing the evidence
and making certain findings the order of denial contained

these recitals:

"(i. The Commission finds on the basis of evidence pre-
sented that the granting of the application for an excep-
tion is not justified under any of the three grounds for
exceptions set out in Rule 82-2-125 (F). The Commis-
sion finds that the evidence presented by the Applicant
relating to economic hardship, is based on their appre-

hension of the possibility of unauthorized disclosure of the
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information filed and is speculative and conjectural in
nature. It is noted by the Commission that evidence
presented by the Applicant as to the quantity and value
of geological data accumulated from the Damme Pool
relates almost entirely to data which is not required to
be filed with the Kansas Geological Survey as it was ob-
tained before the effective date of Rule S2-2-125.

"7. The Commission finds that the Kansas Geological
Survey has taken adequate and reasonable security precau-
tions and has adopted reasonable procedures to protect
geological data filed or to be filed with the Survey.

"S. The Commission, having considered the history,
present stage of development and other factors and char-
acteristics relating to the Damme Pool, finds that the two
year confidential period provided under Rule 82-2-125
(D) is adequate and reasonable to protect operators in
the said Pool.

"9. The Commission finds that the granting of the
application for an exception would damage the effective-
ness and purpose of the rule; that the information re-
quired to be filed is necessary in order to provide for pru-
dent conservation practices and procedure including the
protection of fresh water resources and the health, safety

and well-being of Kansas citizens.

*“10. The Commission finds that the purpose of pro-
viding for exceptions to the provisions of this rule was to
provide for specific or special cases involving extraordinary
circumstances, and not to allow mass exceptions of sub-
stantial portions of or entire pools from the rule.”

Thereafter the corporation commission denied an amended
application for rehearing filed by applicant. Hartman then
petitioned the district court of Kinney county for review of
the order. That court adopted the corporation commission's
findings of fact and conclusions of law but withheld judg-
ment by reason of two further issues raised by the parties



Hartman v. Statk Corporation Ciuih, 479

in that court: Applicant’s contention that the commission
exceeded its statutory power in promulgation of the rule in
question and the commission’s contention that applicant
could not collaterally attack the rule in his petition for
judicial review. After receiving additional briefs on these
two issues the trial court denied relief, holding that the com-
mission’s order of denial was not arbitrary, capricious or un-
lawful; it further held the rule in question was subject to
attack by applicant upon his petition for judicial review but
that the corporation commission did not exceed its statutory
authority in promulgating the ruic. The court noted the
legislature had empowered the commission to promulgate
rules for the exploration, drilling, production and conserva-
tion of oil and natural gas and that K.S.A. Chapter 55 sets
out guidelines for such rules in the protection of the public

interest, including the following:

Prevention of economic, underground and surface waste;
protection of correlative rights; disposal of salt water;
issuing of drilling permits; re-pressuring— by the injection
of air, gas, water and other fluids; plugging of wells; and

protection of fresh water.
Applicant Hartman now appeals.

We should first consider the corporation commission’s
renewed assertion that appellant Hartman may not now
collaterally attack the validity of the rule. This contention
is premised upon the fact appellant was present and par-
ticipated in the hearing held by the commission to determine
whether the rule should be adopted, appellant objected to
its adoption but did not appeal from the order of promulga-
tion. A number of oil producers appeared in opposition at
the hearing but apparently none sought district court review
of the order. Appellee’sargument is that appellant may not
now challenge the rule’s validity, that matter has become
res judicata, and appePce includes for good measure ap-
pellant is now estopped by laches and by the doctrine of
election of remedies to assert his present position. In these

419
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hitter two contentions appellee seeks refuge in broad general
statements of law not applicable here and which need not
be further discussed. Essentially appellee says appellant
should not have a second opportunity to contest the rule.
The proceeding was not an adversary one in the judicial
sense and the doctrine of res judicata, in any of its aspects,
does not bar appellant.

In 2 Davis, Administrative Law, § 1S:0S, it is stated:

“In name and tradition ‘res judicata’ means thing
adjudicated. Only what isadjudicated can be res judicata.
Administrative action other than adjudication cannot be
res judicata. Even ifan exercise of the rule-making powers
depends on a finding of facts, neither the rule nor the find-
ing isregarded as res judicata." (p. 597.)

We have held the doctrine of res judicata docs not ordi-
narily apply to the decisions of administrative tribunals
(Warburton v. Warkentin, 185 Kan. 468, 345 P. 2d 992) and
in Aylward Production Corp. v. Corporation Commission,
162 Kan. 428, 176 P. 2d 861, a proceeding in which the tar-
get was a commission order establishing a minimum allow-
able for oil for wells in prorated pools, this court said:

“Force is given this argument by the fact that rules and
regulations of the commission are never res judicata.
Should bad consequences follow from such an order being
made the commission might change it to meet conditions
as they exist.” (p. 440.)

The rule appears clearly to be that regulations made by an
administrative agency are not res judicata.

Appellant contends the appellee commission had no statu-
tory authority to promulgate rule S2-2-125 and its act in
doing so was an arbitrary and capricious exercise of power.
He argues the regulation does not carry out any statutory
objective. He asserts, and correctly so, that to be valid, ad-
ministrative regulations must be within the authority con-
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lerred, and furllicr that an administrative regulation which
goes beyond or conflicts with legislative authorization is void,
citing Amoco Production Co. v. Armolcl, Director of Taxa-
tion, 2115 Kan. 636, 518 P. 2d 453. He argues our statutes
give appellee only the authority to prevent waste in the CUT-
rent production of oil and gas and the rule in question has
no reasonable relation to that end—its only purpose is to try
to secure information helpful in knowing where to explore
for future oil and gas wells. He points out that legislatures
in many other oil producing states have expressly conferred
upon their regulatory agencies authority to require the fur-
nishing by drillers of the material encompassed here by the
rule in question and argues this tends to show that with-
out specific enabling authority a commission empowered
only to prevent "waste" is not authorized to speculate on

future discovery by requiring the filing of electric logs.

In 1Summers, Oil and Gas, § 82, it is stated:

"There is a considerable variance in the extent of the
control which the different oil and gas producing states
exercise over the location, drilling, equipping and op-
erating of oil and gas wells for the prevention of waste and

the protection of correlative rights. ... [pp. 269-270]

"Statutes or regulations commonly require that the op-
erator keep at each well, while drilling, an accurate drill-
ing record or log, showing all formations drilled through,
method of casing, and other detailed information that may
be required, and upon completion or abandonment of
the well, require that copies of such record be filed with
the conservation agency or other state or county officer.”
(pp. 274-275.)

Let us examine our own statutes pertaining to the cor-
poration commission’s powers and duties. K.S.A. 1973
Supp. 55-12S provides that anyone responsible for drilling
seismic, core or exploratory holes for the purpose of ex-
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ploration, discovery or production of oil and gas shall first
give prior notice to the state corporation commission of in-
tent to drill, such notice to include certain information per-
taining to the proposed drilling; further that:

"The corporation commission shall determine the
amount of pipe necessary to protect all usable water, and
shall so notify the person, firm, association or corporation
submitting the notice of intent to drill before said drilling

iscommenced.

"No person, firm, association, or corporation shall set
pipe at any seismic, core or exploratory hole except with
the approval of state corporation commission and in con-
formance with the rules and regulations of the corpora-
tion commission, except that additional pipe beyond the
requirements of the corporation commission may be set by
the driller. Before any such hole is abandoned, it shall
be the duty of the party responsible for drilling such hole
to plug the same in such manner as to properly protect all
water-bearing formations and in conformance with the
rules and regulations adopted by the corporation com-

mission;

*It shall be the duty of the owner or operator of any
well which is now drilling or drilled or that may hereafter
be drilled for the purpose of discovery of oil and gas, be-
fore abandoning same, to shut off and exclude all water
from entering oil-bearing or gas-bearing sand, strata or
formation encountered in the well and to use every effort
and endeavor to protect any usable underground or surface
water from infiltration or addition of any detrimental
substances, in accordance with methods, rules and regula-
tions of the state corporation commission and under its
direction. Before any work iscommenced to abandon any
well, the owner or operator thereof shall give written notice
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10 the state corporation commission or the agent of the
commission as hereinafter designated, of his intention to
abandon such well; the date upon which the work of aban-
donment shall .jegin, and that he will plug the well in
accordance with the rules and regulations as prescribed
by the commision. . ..

“Whenever operations shall cease for a period of ninety
(00) days on any well which is now drilled, is being drilled
or may hereafter be drilled in the future for the purpose of
exploration, discovery or production of oil, gas or other
minerals, the owner or operator of such well shall give
notice thereof to the commission and, if the commission
shall deem it necessary to prevent the pollution of any
fresh water strata or supply, shall cause such well to be
temporarily plugged in accordance with the rules and regu-
lations of the commission and under its direction.

“The state corporation commission is hereby authorized
and directed to adopt vules and regulations necessary to
carry out the provisions of this section. Prior to adopting
any such rules ancl regulations, the commission shall take
into consideration any recommendations of the state board
of health, state geological survey and state water resources
board with respect thereto....”

K.S.A. 55-130 directs the commission to adopt such reason-
able rules as may be necessary to provide the method by
which oil and gas wells or holes may be plugged and aban-
doned. K.S.A. 55-GO1 prohibits and declares unlawful the
production of crude oil or petroleum in such manner and
under such conditions as to constitute waste. K.S.A. 55-602
provides:

"That the term ‘waste’ as used herein, in addition to
its ordinary meaning, shall include economic waste, under-
ground waste, surface waste, waste of reservoir energy, and
the production of crude oil or petroleum in excess of
transportation or marketing facilities or reasonable market
demands. The state corporation commission shall have



Bl 52 Qil and Gas Reporter

authority to make rules and regulations for the prevention
of such waste and for the protection of all frcsh-watcr
strata, and oil- and gas-bearing strata encountered in any

well drilled for, or producing, oil...

K.S.A. 1973 Supp. 55-G04 provides:

"(A) The commission shall have and is hereby given
jurisdiction and authority over all matters involving the
application and enforcement of the act [act regulating
production of petroleum oil, etc.], and shall have authority
to make and enforce rules, regulations and orders for the
prevention of waste as herein defined and for carrying
out and enforcing each and all of the provisions of this

act

K.S.A. 55-704, relating to the production and conservation

of natural gas, states:

“The commission shall promulgate su: h rules and regu-
lations as may be necessary for the prevention of waste as
defined by this act, the protection of all water, oil or gas-
bearing strata encountered in any well drilled in such
common source of supply ... as the commission ma; find
necessary and proper to carry out the spirit and the pur-

pose of this act. . ..

The foregoing statutes provide broad authority and di-
rection to the corporation commission to prevent waste, in-
cluding economic waste, in the production of oil and gas,
to conserve these natural resources and to protect usable
water as it may be affected by drilling for oil and gas. It has
specific duties with respect to drilling, placement of pipe and
abandonment and plugging of wells. To discharge all these
responsibilities effectively the legislature must have been
aware the commission would need certain information as to
the holes drilled. Rule-making power was given the com-
mission in carrying out its functions. Appellee asserts rule
82-2-125 was adopted to help prevent loss of ultimate re-
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covcry of this state’s oil and gas reserves. Historically,
powers granted to regulatory bodies under conservation
statutes have been liberally construed by the courts. In
Aylward Production Corp. the corporation commission took
a restricted view of its own rule-making power with respect
to fixing minimum allowables. In broadening the com-
mission's narrow interpretation this court conceded that
looking at the provisions of only one statute the commis-
sion’s construction would be proper, then observed:

"But these provisions must be construed in connection
with the whole purpose of the act and with the broad pro-
visions with reference to the commission’s power, all of
which have been heretofore set out.” (p. 441.)

In Kansas-Nebraska Natural Gas Co. v. State Corporation
Commission, 1G9 Kan. 722, 222 P. 2d 704, the court was con-
cerned with the corporation commission's authority to fix a
minimum wellhead price for natural gas. These observa-

tions were made:

“The dominant purpose of this statute [55-704] is to pro-
hibit waste of natural gas in Kansas, not only in the man-
ner and under the conditions of its production, but for
such purposes as would constitute waste. In order that
the term ’waste” should not be narrowly construed the
statute makes it clear that it isto include economic, under-
ground and surface waste, and the term ‘economic waste’
is defined. These provisions were for the purpose, if nec-
essary, of expanding the meaning of the term ‘waste’ and
not for the purpose of limiting such meaning. The statute
also deals with the rights of owners of property under
which there is a con .non source of supply of natural gas.
We think the statute is broad enough to authorize the com-
mission to make any rule or order to prohibit waste of
natural gas, upon proper application made to it. ... It is
true the statute did not specifically authorize the com-
mission to fix a wellhead minimum price to be paid for
gas produced. It did not forbid the commission to do so

[Keut No 4(7-76)
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if and when the evidence disclosed the fixing of such price
would tend to prevent waste and the inequitable and un-
fair taking of gas from a common source of supply.
Hence, the legal question presetted by appellants, that
the statute did not authorize the commission to make the
interim order complained of, is not well taken." (p. 732.)

The court further held:

"In this state the production and distribution of natural
gas for light, fuel and power is a business of a public
nature, the control of which belongs to the state.

“The dominant purpose of our statutes pertaining to
the production and conservation of natural gas (55-701,
et seq.] is to prohibit waste of natural gas in Kansas, not
only in the manner and under the conditions of its pro-
duction, but for such purposes as would constitute waste."

(Syl. 1f 2 &

Appellant also contends the information required by the
regulation bears no reasonable ielation to the prevention of
waste. We are aware of no case in any jurisdiction having
either a rule or statute similar to S2-2-125 where such a chal-
lenge has been made. The evidence here on this point is
somewhat vague due to the fact appellant raised the point
collaterally before the district court on the hearing of its
petition for review. The hearing before the corporation
commission was to determine whether appellant should be
granted an exception to the regulation. However, the
record before us reveals that when the regulation was adopted

the commission made the following findings:

"3. The evidence presented supporting the adoption
of the proposed rule consisted of four (4) witnesses includ-
ing members of the Kansas Geological Survey, the Presi-
dent and past President of the Kansas Geological Society,
the Geologists active in the oil and gas industry. The sub-
stance of their testimony and evidence presented was that
the present voluntary system, which relies on volu_ntary

\y 9
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contributions of samples and logs to the survey, is no
longer adequate as evidenced by the marked decline in
their receipt of such data in recent years. Additional testi-
mony indicated that much information vital to future
exploration for oil and gas in Kansas had been irretriev-

ably lost.

"4, Additional evidence indicated that for the period
from July 5, 1970, to December 31, 1970, samples were re-
ceived from only 44% of the wells drilled in that period
and that the receipt of samples from wildcat wells also
showed a substantial decline. The evidence indicated that
the conservation of well samples and log information and
the continued loss of such information could result in eco-
nomic and physical waste." (Our emphasis.)

Appellee asserts that without reliable geological data such
as that revealed by electric logs its conservation division can-
not develop the expertise to require proper use of reservoir
energy and achieve maximum recovery in the reserves; fur-
ther that availability of logs can prevent unnecesary drilling.
Upon the hearing of appellant's application for exception
there was evidence blowouts can affect fresh water, that elec-
tric logs provide information relative to blowouts and that
the information called for is also necessary for the design of
appropriate practices in the interest of public health and

safety.

We need not labor the matter. The legislature has
authorized the commission to adopt regulations for the pre-
vention of waste and for the protection of all fresh water
strata and oil and gas-bearing strata encountered in any well
drilled for oil. We think the power to enact the rule in
question is necessarily implied within those broad grants and
the information required by the rule is reasonably related to
the prevention of waste in the production of oil and gas and
to the protection of usable water as it may be affected by

such production.
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Appellant further contends his application for an excep-
tion to compliance with 82-2-125 was improperly denied be-
cause the findings upon which the denial order was based are
unreasonable, arbitrary, capricious and not supported by
substantial evidence. He says he should have had an excep-
tion under subsection 1of the rule (economic hardship) and
8 (insufficient period of confidential custody) because he
produced evidence of past sales of the information now re-
quired to be furnished by the rule and also his expert be-
lieved the two year period of confidentiality was insufficient
due to appellant’s unique position in the Damme field by
reason of the large number of wells he already had with his
mass of information on them, plus his undeveloped acreage.

It should be noted appellant was not seeking exception for
one particular well nor one limited area—rather he sought
exemption for all his acreage in the Damme pool and/or
the Damme pool generally. Appellant’s evidence respecting
economic hardship did show that when the field was new
lie had received contributions under dry hole agreements
and that he had a valuable mass of information accumulated
from his drilling the fifty wells in the pool, which he says
he would have to disgorge without recompense. But all this
occurred prior to the adoption of the rule. Section (E) of
the rule states that sample logs or surveys of wells com-
pleted prior to the effective date of the rule may be sub-
mitted to the survey for confidential custody. Such submis-
sion is not required but is wholly voluntary. Thus the
material upon which appellant largely bases his contention

of economic hardship isnot required to be filed.

The burden of proof in bringing himself within the ex-
ceptions provided in the rule was, of course, on appellant.
The commission specifically found that on the basis of the
evidence presented the grant of an exception was not justi-
fied. Appellant presented no evidence with respect to prob-
lems encountered or likely 'o occur in any specific well or
area. The request was simply for blanket exemption of ap-
pellant’s entire holdings and/or the entire field. There was
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no testimony concerning conditions or positions of the two
wells completed alter the adoption of the rule with relation
to acreage owned by others or of the contemplated three loca-
tions or as to how they would he affected by the rule. There
was no indication dry hole support money was sought and
was unavailable. There was no testimony the rule would in
fact deter future contributions. Other than the bare as-
sertion of opinion by his expert, appellant made no showing
that the one year period of confidentiality or the two year
period (actually two years plus ninety days) would not be
sufficient “to satisfy the needs of the developing operator”.
In denying the application the commission was aware the
Damme field was then entering its twenty-second year of de-
velopment. Except for the size of his holdings and number
of wells appellant was not shown to he in any position differ-
ent from others in the field. No evidence was offered re-
specting any “step-out" or other location proposed for ex-
emption or what would happen under the rule. All the ap-
pellant offered must be regarded as merely conjecture. Con-
ceivably he might make a factual case justifying exemption
from the rule but he did not do so. The commission’s find-
ing that the geological survey had adopted reasonable pro-
cedures to safeguard the information filed with it is amply
supported by the evidence. In arguing insufficiency of evi-
dence appellant largely ignores that offered by the commis-
sion which indicates a need for the information required by
the rule. As was said in Railroad Commission v. Humble
Oil 8 Refining Co., 193 S. W. 2d 824, (Tex. Civ. App.):

"The responsibility for the proper administration of the
conservation laws rests primarily with the Commission.
W hat factors shall be considered, and their proper evalua-
tion are matters exclusively within the Commission’s dis-
cretion and not subject to judicial review, so long as they
bear a reasonable relation to the subject matter of the
order." (p. 833.)

In sum the commission’s order of denial was supported
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by substantial evidence and was not arbitrary or unreason-
able.

Finally, appellant contends 82-2-125 and the order of
denial entered pursuant to it amount to a taking of property
without due process of law in violation of the fourteenth
amendment tc ‘he federal constitution. Appellant ac-
knowledges th- iite state may, in the exercise of its police
power, legislate to prevent the waste or exploitation of na-
tural resources. On the other hand, he asserts, the means
used to secure the legislative ends must not be unreasonable,
arbitrary or capricious, and must have a real and substantial
relation to the objective sought to be attained. We treat
first with the denial order. Appellant says it takes his
private property for public use without just compensation.
This contention is postulated on the same claim of economic
burden which we have already considered and held to be
not supported by the evidence offered. Appellant had a fair
hearing. He has not shown his position to be any different
from others affected by the rule. He has not demonstrated
any financial loss nor has he shown how he would be ad-
versely affected in the future by the denial of his application

for exemption.

Appellant asserts the substantial cost incident to the ac-
quisition of the information warrants the regulation being
declared unconstitutional as a taking of property without
just compensation. His testimony was that the average cost
of obtaining a portion of the information was currently
about $3,400 per well. However, this figure is misleading
because it appears that the information isroutinely obtained
during the drilling of a well as a matter of standard operat-
ing procedure. The costs of filing the information were
shown to be only nominal. The pecuniary injury of filing
would not alone warrant declaring the regulation uncon-
stitutional (see 10 Am. Jur. 2d, Constitutional Law, § 294).

In 16 Am. Jur. 2d, Constitutional Law, 8§ 363, it is stated:

"The constitutionally protected right of property is not
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an absolute right. The right issubject to such reasonable
restraints and regulations established by law as the legisla-
ture, under governing and controlling power vested in it
by the constitution, may think necessary and expedient.
Thus, it issubject to limitation by reason and by means of
legitimate exercises of the state’s police power."” (pp-
G91-G92.)

Appellant cites eminent domain cases to support his propo-

sition of unconstitutiouality of the regulation. The distinc-

tion between the exercise of the right of eminent domain and

the police power has been articulated in 29A C.J.S., Eminent
Domain. §8 G, thus:

"Eminent domain takes property because it is useful
to the public, while the police power regulates the use of,
or impairs rights in, property to prevent detriment to pub-
lic interest; in the exercise of eminent domain private
property is taken for public use and the owner is com-
pensated, while the police power regulates an owner's use
and enjoyment of property, or deprives him of it, by
destruction, for the public welfare, without compensation
other than the sharing of the resulting general benefits."
(p. 178.)

In Smith v. State Highway Commission, 1S5 Kan. 44a,

91(1 r- 2d 259, this court stated:

"The police power is the power of government to act
in furtherance of the public good, either through legisla-
tion or by the exercise of any other legitimate means, in
the promotion of the public health, safety, morals and gen-
eral welfare, without incurring liability for the resulting
injury to private individuals. [Citations] Eminent do-
main, on the other hand, is the power of the sovereign
to take or damage private property for a public purpose
on payment of just compensation. ..

"... Determination of whether damages arccompensable
under eminent domain or noncompensable under the

Vi (7-1)
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police power depends on the relative importance of the in-
terests affected. The court must weigh the relative in-
terests of the public and that of the individual, so as to
arrive at a just balance in order that government will not
be unduly restricted in the proper exercise of its functions
for the public good, while at the same time giving due
effect to the policy in the eminent domai

i lause of insur-
ing the individual against an Unreasona rej

OSSoccasioned
by the exercise of governmental power.” (pp. 453-454.)

Much of that which has already been said is applicable
here. The regulation is designed to prevent waste in the
production of oil and gas and to protect usable water as it
may be affected by such production. Assuming that filing
the information could impair the filer’s use of it, a period of
two years confidentiality is allowed for such use and upon a
proper showing of economic hardship or that the period of
confidentiality is too short, under the exception in the regula-
tion no filing need be made at all. These are adequate safe-
guards for the protection of private rights as against those
of the public. Neither 82-2-125 nor the denial order violates
the due process clause of the federal constitution.

The judgment is affirmed.

Approved by the Court.

DISSENTING OPINION

FATZER, Chief Justice.

I respectfully dissent from that part of the holding of the
court contained in Syllabus Paragraph No. 4, and the cor-
responding portions of the opinion that the State Corpora-
tion Commission has statutory authority to adopt the rule
in question; that the rule is reasonably related to the pre-
vention of waste in the production of oil and gas, and to the
protection of usable water as it may be affected by such pro-
duction; that the applicant failed to sustain his burden in
proving an exemption; that the State Corporation Commis-
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sion's order of denial was supported by substantial evidence
and not arbitrary or unreasonable, and that the Commis-
sion’s rule and denial order did not violate the due process
clause of the federal Constitution.

The State Corporation Commission possesses no powers
not granted it by statute. (Bennett v. Corporation Com-
mission, 157 Kan. 589, 590, 142 P.2d 810.) Allegedly, under
the authority granted by K.S.A. 1973 Supp. 55-004, and
K.S.A. 55-704, the Commission promulgated K.A.R. 82-2-125.
Rules and regulations of an administrative agency are void
when they bear no reasonable relation to the purpose for
which they are authorized to be made. | fail to see how the
Commission's rule K.A.R. 82-2-125 accomplishes the pur-
poses set forth in the relevant statutes.

SCHROEDER, J., joins in the foregoing dissenting

opinion.

DISCUSSION NOTES

Government Regulation: Orders of Commissions— Alig
of Drilling Information and Sarples.

The basic thrust of the appellant's concern is
that he is compelled to file valuable drilling infor-
mation with the geological survey that may not be
securely retained as confidential, in which case he
may lose economically advantageous drilling agree-
ments or attractive leasing possibilities. The re-
quirements of the rule do appear to drastically re-
duce the value to the independent driller of a
wildcat venture. As indicated in the opinion, the
final provisions of the rule represent a compromise
of various interests, private and public, which has
resulted in a new definition of the kind of “prop-
erty right"™ future drillers will acquire incident to
their elfort.

(et \o 4 (77) 41
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NASH v. WHITTEN

Louisiana Court of Appeal
Second Circuit

April 30, 1975— No. 12590
312 So.2d 679

(Overruled, 52 O&GR 499)

Pipelines: Pipeline Scrviluile— Creation of Servitude liy Acquisitive
Prescription.

Plaintiff brought an action to compel removal from his land of a
natural gas pipeline transversing plaintiff's land connecting a pro-
ducing gas well located east of plaintiff's property to defendant’s
residence located west of plaintiff's property. Plaintiff alleged
the line was laid across his property without authorization or
muniment of title. Defendant maintained the gas line constituted
a continuous and apparent servitude which could be established |
by acquisitive [prescription through possession for a period of ten
years. Plaintiff, on the other hand, contended that the gas line
would be a disco:.tinuous servitude which can he established only
liy title. The 'rial court concluded that the pipeline was a con-
tinuous and apparent servitude, title to which had been acquired
by defendant by prescription of more than ten years. Plaintiff
appealed. Held: Affirmed. Louisiana Civil Code article 727 pro-
vides that continuous servitudes arc those /hose use is or may be
continual without the act of man. It is "hcreforc evident that if
an act of man is necessary to exercise the servitude, it is not
continuous but discontinuous. However, it is necessary for the
act of man to be performed on the servient estate. Since there
was 110 evidence presented that defendant or his agents performed
any act whatsoever on plaintiff's land in order to exercise the use
of the servitude, such a gas pipeline should be considered a con-
tinuous servitude. There is no question the gas line is perceivable
by exterior works and therefore is an apparent servitude os con-
lemplatcd by Louisiana Civil Code article 728. That being the
ease, the presence of the pipeline in excess of ten years on
plaintiff's property created by acquisitive prescription a continuous
and apparent servitude. (Overruled, 52 0&CR d5)9.)

Appeal from the Eleventh Judicial District Court for the
Parish of DeSoto, Louisiana. John S. Pickett, Jr., Judge.

I nil .mJ %L-.mr 1U-pnrt Ne». 4 (7-76) J



STANDARD
ALASKA PRODUCTION

TESTIMONY OF STANDARD ALASKA PRODUCTION COMPANY
ON HB 41, CONFIDENTIALITY OF
EXPLORATORY WELL INFORMATION - FEBRUARY 18, 1987

My name 1is John A. Reeder and |1 am employed as Senior Counsel
for Standard Alaska Production Company 1in Anchorage. I have
been employed in this capacity by Standard or its affiliate, BP
Alaska, 1Inc., since 1974 and served iIn the Department of Law as
an Assistant Attorney General from 1971 to 1974. During this

time, I have been almost exclusively involved in natural
resource law in Alaska. My purpose in testifying today is to
discuss the constitutional limitations 1i1n making public data
from wells drilled on private or native land. Previously,

Standard has i1ndicated to this Committee that i1t does not favor

HB 41on policy grounds.

HB 4l1seeks to repeal provisions of AS31.05.035(c) which were
adopted in 1978, and which now permit the Commissioner,
Department of Natural Resources (DNR) to determine if
information from oil and gas wells drilled in Alaska should be
held by the Alaska Oil and Gas Conservation Commission (AOGCC)
on a confidential basis, rather than released to the public
after two years as would otherwise bo provided under that

section.

In the process of reviewing HB 41, I have come to the
conclusion that the present structure of AS 31.05.035(c)[may
have significant constitutional flawé_laé'lit would be required
to be applied to private (Native) lands regardless of the
policy questions presented by HB 41. Removal of the

Aum al Ihe orujnml Sumfonl Al Conrpii
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Commissioner®s discretion would almost certainly cause the
provision to be administered contrary to constitutional

limitations.

While the AOGCC, 1in the exercise of its statutory oil and gas
conservation responsibilities, clearly has authority to require
the submission of data from wells drilled on private lands, the
public release of economically valuable data from private lands
(which some authorities have called the ‘'speculative value"™ of
land) 1is difficult to support as a valid exercise of the
State"s police power, and this 1is particularly true in the
context of Alaska®"s difficult and time-consuming exploration
environment. Premature release of such data destroys its
commercial value to the landowner, and may subject the State to
liability for an unpermitted '"taking”™ of that value without
compensation. Retroactive application of HB 41 also destroys

the priority value of data from wells drilled on private lands

Private ownership of the mineral estate in Alaska was virtually
unknown prior to the implementation of the Alaska Native Claims
Settlement Act and the acquisition by Regional Corporations of
mineral rights iIn the subsurface of Native lands. The lack of

private lands is one of the unique aspects of land management

in Alaska

As originally enacted in 1960, the confidentiality provision
provided an automatic two-year period of confidentiality for
data submitted from wells drilled in Alaska. This section was
amended in 1970 to establish a separate section, AS 31.05.035,
and provided that certain information be made 1Immediately
available to the public. In 1978, the section was again
amended to its present form to provide a means of holding data
confidential beyond the 24-month automatic period where the
value of unieased lands might be affected by the iInformation.



While this was a recognition of the commercial value of
confidential data obtained by the State"s oil and gas lessees,
it is iImportant to understand that, as applied to State lands,
no real constitutional issue was or 1is presented by the
prospective application of the submittal requirements. As
applied to State lands, the 1issue of the duration of a
confidentiality requirement, and the conditions under which it
can be extended, 1is a policy matter to be decided by the
legislature. As previously stated to this Committee, Standard
feels a mechanism to extend the period of confidentiality on
State lands 1is vital to the continued drilling of exploration
wells iIn frontier areas, and should be retained as a matter of

policy.

The 1issue 1is quite different with respect to private lands. As
I will discuss later, the 1issue with respect to private lands
concerns the exercise of the State"s police power 1iIn the
context of applicable constitutional limitations.//" The issue
has rarely been raised in Alaska due to the manner in which the
1978 amendments to Section 35 have been implemented.
Apparently the Commissioner, DNR, has made a determination with
respect to private lands as well as State lands. In fact, of
the 13 wells now assigned extended confidentiality status,

eight are on Native landSy/>

Previously, this Committee has received a copy of a letter from
former Commissioner Robert E. LeResche to Texaco, Inc.
concerning a well drilled on Native lands 1in which he raised
the issue of the applicability of the 1978 amendment to Section
35 to private lands. Commissioner LeResche decided to hold the
data fTrom the well confidential pending clarification of the
law. No regulations were adopted concerning the applicability
of Section 35(c) to private lands, and the DNR continued to

deal with both private and State lands in the same manner. /[,



Thus, to date the issue of a possible taking of the speculative
value of private lands wunder these circumstances has been
avoided.

The right of a landowner to keep information concerning his
mineral estate confidential has been recognized in the United
States for some time. Attached to my statement is a listing of
material your staff may find wuseful which discusses this
right. The property right has most often i -*U examined in
connection with a trespass committed by a third party in which
geologic information affecting the value of the land was made
public without the permission of the landowner,/f The trespass
iIs said to have destroyed the speculative value of the land,
the right of the Jlandowner to hold such information
confidential in the expectation of obtaining valuable
consideration from others wishing to explore on his land.”/

Almost all oil-producing states vrecognize this right in
requiring landowners to file information on oil and gas wells
with conservation agencies, as almost all make some provisions
for the landowner to automatically, or by application, protect
the right of confidentiality.//

At least one reported case involved the assertion by a lessee
that the requirement to file such data was a taking of property
without compensation, where, In the judgment of the lessee, an
inadequate period was allowed in which the data was to be kept
confidential. In this case, a copy of which is attached to ny
statement, the Kansas Corporation Commission (the equivalent of
the AOGCC) had refused to grant an exemption to a two-year
confidentiality provision on the grounds that th existing
regulations adequately protected the speculative value of the
lands held by the oil and gas lessee. The court upheld the
Commission's decision. The importance of the case is the clear



recognition by both the Commission and the court of the
existence of the speculative value of the lessee's lands. The
Commission merely decided that in this instance a two-year
period was adequate.

In  Alaska, I believe the automatic two-year period of
confidentiality which would remain in AS 31.05.035(c) if HB 41
is passed is not adequate to protect the speculative value of
well data from private lands. The 1long development times,
difficult environmental conditions and extreme distance from
markets which impede oil and gas development in Alaska are well
knoown to the Committee and need not be repeated here, but these

obstructions to development usually result in geologic
information retaining its commercial value for much longer
times than in the rest of the United States. In practice,

geologic data from wells drilled on private lands may remain
valuable for commercial purposes for many years, and some
mechanism needs to be included in AS 31.05.035(c) to extend the
period of confidentiality to protect the speculative value of
such lands./?In this respect, Alaska has distinctly different
requirements from other oil-producing states.”-

On the other hand, there seems to be little need to include
development wells, wells drilled 1iIn producing reservoirs,
(either on private or State land) In any system intended to
protect the speculative value of private or State Ilands.
Elimination of this requirement would ease a significant
administrative burden on the AOGCC.

In conclusion, Standard, as previously stated to the Committee,
feels the present provisions of AS 31.05.035(c) should be
retained, both as a sound policy to encourage the drilling of
exploration wells on State land and to protect the speculative
value of private lands as required by Alaska's Constitution.



sing Description of Speculative Value

For general background see:

1. 1 H Williams & C. Meyers, Oil and Gas Law 88 229-230
(1986).

2. 1 W. Summers, The Law of Oil and Gas 8§ 21-40 (2d ed.
1954 & Supp. 1986).

Concerning constitutional limitations see:

1. Retroactive application of HB 41. Norton v. Alcoholic
Beverage Control Board, 695 P.2d 1090 (Alaska 1985).

2. Unconstitutional taking of private property.
Ruckelhaus v. Monsanto Co., 104 S. Ct. 2862 (1984); State v.
Hammer, 550 P.2d 820 (Alaska 1976).



SUBSTANTIVE LAW CASES

HARTMAN ¢, STATE CORPORATION
COMMISSION et al.

Kansas Supreme Court
December 7, 1974— No. 17420
529 P.2d 134

Informntion mid Samples.

The Kansas State Corporation Commission duly promulgated
Rule 82-2-125 which requires that certain information and samples
obtained in drilling oil and gas wells be filed with the state geo-
logical survey. Provision was made for the granting of exceptions
to the rule based upon a finding by the Commission that com-
pliance would create an economic hardship, the information is
not necessary for the specific area, or the length of confidential
custody of the information is not sufficient to satisfy the needs of
the developing operator. Appellant sought an exemption from the
rule of some 4,600 acres in the Damme Pool area. The Commis-
sion denied Appellant’s application generally on the grounds that
lie had not proven the need for an exception and that die provision
for exceptions was not intended to allow mass exceptions. Upon
judicial review, the district court adopted the facts and conclusions
of law of the Commission, and it further held that the Commission
had not exceeded its statutory power and the Commission's denial
was not arbitral-)', capricious, or unlawful. On appeal, held:

Affirmed. The issuance of Rule 82-2-125 after conducting hear-

ings docs not preclude judicial review of the validity of the order,
and it may lie collaterally attacked upon an appeal from its ap-
plication. In view of the broad authority and direction to the
Corporation Commission to prevent waste and conserve natural
resources, it appears that the power to enact the rule in question
is necessarily implied and that the information required by the
rule is reasonably related to the purposes of conservation statutes.
Appellant failed to carry his burden of proof for an exception,

and he sought no more than a blanket exemption from applica-

tion of the rule. With regard to the assertion of the taking of

Covcniiucnt Regulation: Orders of Commissions -Filing of Drilling



property without due compensation, the rule in question is a
proper exercise of the slate’s police power and it is not an exercise
of the power of eminent domain. Fatzcr and Schrocdcr, dissenting.

SYLLABUS BY THE COURT

L Rules and regulations made by an administrative agency
are not res judicata.

2. In order to be valid, administrative regulations must be
within the authority conferred by the legislature. An ad-
ministrative regulation which goes beyond or conflicts with
legist., ive authorization is void.

S. The responsibility for proper administration of the laws
relating to the production and conservation of oil and gas
rests primarily with the state corporation commission. The
factors to be considered and their proper evaluation arc mat-
ters exclusively within the commission’s discretion and are
not subject to judicial review so long as they bear a reason-
able relation to the subject matter of the order.

4. In a proceeding wherein a driller sought exemption
from filing certain material pursuant to arule of the corpora-
tion commission (KAR 82-2-125) the record is examined and
it is hetd: (1) The commission had statutory authority to
adopt the rule; (2) the rule is reasonably related to the pre-
vention of waste in the production of gas and oil and to
the protection of usable water as it may be affected by such
production; (3) the burden of proving entitlement to such
exemption was on the applicant; (4) applicant failed to
sustain this burden and the commission's order of denial was
supported by substantial evidence and was not arbitrary or
unreasonable; and (5) neither the rule nor the denial order
violates the due process clause of the federal constitution.

Appeal from Finney district court; I.. L. Morgan, judge
assigned.  Affirmed.

1TARMAN', Commissioner.

4-10 (52 Oil ami Qe [Offcen I<flicrit No. 4 (7-76)1
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The stale corporation commission promulgated a regu-
lation requiring certain information and samples obtained
in drilling oil and gas wells to be filed with the state geo-
logical survey. Certain exceptions were provided. Appli-
cant W. L. Hartman’s request for exception from the provi-
sions of the regulation was denied by the commission. Upon
review the district court of Finney county upheld the com-
mission's denial order and the matter is now here on >
plicant's appeal.

Following publication of notice and after holding hearings
in which several oil producers, drillers and royalty owners
or their representatives appeared, the corporation commis-
sion on August 19, 1971, promulgated a new regulation desig-
nated as rule 82-2-125, which became effective January 1,
1972 Applicant Hartman was present at the hearing and
protested adoption of the regulation. KAR 82-2-125 pro-
vides:

"Preservation of well samples and logs. Every person,
firm, association, or corporation drilling or responsible for
drilling holes for the purpose of discovery or production
of oil or gas (excluding seismic ‘shotholes’ and ‘coreholes’)
shall preserve and have delivered at his expense (prepaid),
the following samples and information to the Kansas
geological survey, 4150 Monroe street, Wichita, Kansas

67209,

“(A) Formation samples (drill cuttings) normally saved
in drilling operations shall be retained by the operator;
and upon request of the Kansas geological survey, such
samples shall be washed, cut into splits (sets) and one set
placed in sample envelopes ready for repository when de-
livered to the above address. Notification to the operator
that samples are required shall be made cither by notice
appended to or on acopy of the notice of intention to drill
returned to the operator by the conservation division of
the Kansas corporation commission. Delivery of the pro-
cessed samples shall be made within 90 days of the com-
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plciion of drilling operations. The survey may, on some
bore holes, request shallow samples from portions of the
hole that may not normally be saved in drilling opera-
tions. In this event, the saving, processing and delivery
of such additional requested samples shall be a voluntary
act on the part of the operator. The repository (sample
library) shall accept all washed and cut samples whether
or not requested.

"(B) A copy of electric logs, radioactivity logs, and
similar wireline logs or surveys run by the operator on all
boreholes (excluding seismic, ‘coreholes, and logs run for
the purpose of obtaining geo physical data) shall be de-
livered to the above address within 90 days following the
running of such logs or surveys.

"(C) Copies of driller's logs prepared on a form pre-
scribed by the Kansas corporation commission shall be
completed and filed with the Kansas geological survey
within 90 days after completion of the well.

"(D) Upon receipt of a written request at the address
listed herein, said request to be submitted either prior to
or simultaneously with, any or all samples or information
filed as required in items (A), (B) and (C) hereof shall
be held in confidential custody by the survey for an initial
period of one year from the date of receipt thereof, unless
release of said samples or information is approved in writ-
ing prior to the expiration of the one year period:

Provided, however, The period of confidential custody

may be extended for one additional year by written

notice to the survey, such notice to be received at least

30 days prior to the expiration of the initial one year

period.

“(11y In alike manner, samples, logs or surveys of wells
completed prior to the effective date of this order may be
submitted to the survey and will be maintained in con-
fidential custody if requested in writing to do so.

"(F) It shall be the duty of each company performing
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Hartman v. Statk Coiu'ouation Comm.

logging services within the state of Kansas to furnish each
month, to the state geological survey at the address listed
herein, a list of all holes logged.

"Exceptions to the provisions of this rule may he
granted whenever the commission shall find that the
granting of such exception is justified because of one of
the following:

“(I) Compliance with this order will create an eco-
nomic hardship.

"(2) Submitting the requested samples, logs and in-
formation is not necessary for a local or prescribed area.

“(3) The length of the period of confidential custody

I not sufficient to satisfy the needs or the developing

operator.

"Exceptions may be requested by affidavit setting forth
supporting facts. In the event the requested exception is
not fully supported, the commission may set the matter
for hearing after giving notice thereof."

Applicant Hartman isan independent oil and gas operator
with extensive lease holdings in the Damme field in Finney
county, Kansas. In 1951 he discovered the Damme pool and
has since drilled approximately fifty oil and gas wells in or
near that area. Geological information is collected in con-
nection with each well drilled. Electric logs are kept and
seismographs arc also utilized on the wells. The informa-
tion acquired is helpful in determining what land to lease
and where to drill. Upon occasion applicant had in the past
entered into dry hole support agreements whereby in ex-
change for formation samples, electric log, drilling times and
other information supplied by him to other operators hold-
ing leases in the field, the latter contribute money toward
the drilling of a well (or acreage), to the mutual benefit of
the parties.

On January 19, 1972, Hartman filed an application seek-
ing exception from the provisions of rule 82-2-125. He

[ i in
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alleged lie was die owner of leases covering twenty-one tracts
aKKr(:Sat*,S about 4,G00 acres in the Damme pool and lie
sought exemption from the rule of all of his acreage "and/or
the Damme Pool generally". The application alleged the
information required to he (lled had substantial economic
value and public disclosure would create an economic burden
in that no dry hole support contributions would be available;
further that the two year maximum period of confidentiality
was insufficient in that the pool was still being developed and
in any event the arrangements of the state gcolog" il survey
for safeguarding the filed information were inadequate. Ap-
plicant also alleged compliance with the rule would result in
confiscation of his property.

Hearing on Hartman's application was had before the
corporation commission March 23. 1972, Four major oil
producers also appeared at the hearing in opposition to the
application. Applicant's evidence consisted of exhibits and
the testimony of Robert L. Schmidlapp, his geologist, en-
gineer and production manager. Schmidlapp testified he
had supervised the drilling of each of Hartman's wells in the
Damme field; the information collected during drilling is
important to the leasing of acreage and to the drilling and
completion of other wells; the average cost per well over
the years spent by applicant in the running of electric logs
had been S2.500 but is now around 83,400; applicant has
thus spent about §125,000 for the fifty wells drilled by him
in the field; he has spent about §200,000 in seismographs;
he received contributions toward drilling expense in ex-
change for electric log information in the discovery well
drilled in 1951 and from two others drilled in 1953; appli-
cant has declined on occasions to enter into this type of
arrangement because he did not want to disclose the in-
formation obtained in drilling; he has undeveloped acreage
and leases adjacent to the present boundaries of the pool;
other operators have leases around the perimeter of the pool;
there is competition when these leases expire; the geological
information obtained in drilling applicant's fifty wells is of
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benefit to the gencr.il area anil has been used by applicant
in acquiring new leases; all types of information secured
from drilling are used to evaluate seismograph data; the in-
formation obtained by applicant in drilling was paid for by
him. it belongs to him, he expects to use it and docs not
want to give it to competitors in the area; to do so would
be an economic disadvantage; applicant is not drilling any
well at the prcsem time but has drilled and completed two
wells since the rule was adopted; no samples or logs from
these two have b?cn filed; the cost of filing is nominal;
three presently contemplated locations remain to be drilled;
applicant has drilled more wells in the Damme pool than
any other operator. The witness also testified that in his
opinion the two year period of confidentiality was not long
enough to protect applicant’s interest; lie had examined the
storage facilities of the state geological survey and did not
believe they were adequate. He feared applicant’s com-
petitors might obtain the information. This same witness
has also testified for applicant in opposition to the rule at
the hearing held on its adoption.

The state geologist, Dr. William M. Hambleton, who is
also director of the state geological survey, testified. Pre-
liminarily. he stated rule 82-2-125 had been adopted after
extensive hearings in order that significant and important
information would not be lost; after considering all the
testimony presented the rule adopted was an expression of
the corporation commission’s sensitivity to the testimony of
all interested parties and an excellent compromise which
satisfied the state's need for information and yet did not
unduly add to the cost of doing business. More stringent
rules have been established in other states where there is less
confidence in the petroleum industry. Absence of adequate
rules and regulations elsewhere, coupled with wilful prac-
tices, have caused agencies of the federal government to be-
come interested in environmental protection as related to
the petroleum industry. Some congressional action has al-
ready been taken, which if completed, would probably result
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in more stringent measures iliau required by the rule under
consideration. In carrying out the provisions of the rule
the state geological survey has been careful not to request
uunccded samples and information and has developed pro-
cedures adequate to safeguard the confidentiality of the in-
formation. A burglar and fire resistant file has been requisi-
tioned for such purpose. The witness further testified grant-
ing Hartman's application under the circumstances would
set a precedent which would emasculate the rule since his
leases arc little different from leases held elsewhere in the
state; anyone who drills a well to extract minerals not only
gains mineral resources and information, lie also produces
a hole which under certain circumstances can be detrimental
to the public health and safety; blowouts related to the oil
and gas industry have occurred in recent years in Kansas;
information from holes in the particular areas was inade-
quate to determine the source of the problems or the solu-
tions; at least seven major surface collapses have occurred
which resulted from corrosion of casing caused by underly-
ing salt solutions; where information is inadequate new
holes have to be drilled in the area to secure adequate
knowledge; such information is necessary for the protection
of fresh water resources and for correction of and protection
from blowouts and surface collapses; electric logs are used
with other geological data to acquire knowledge of rock
pathology and changes in (luids, which is essential in the
study of blowouts.

Robert Dilts, manager of the Wichita well sample library
of the state geological survey, testified requests for samples
arc generally limited to “wildcats” (wells drilled one mile
or more away from production), wells drilled deeper than
those nearby, wells that are one-half mile away from those
from which samples are presently held, and wells wherein
the survey has a special interest; logs arc requested from each
well; information in an area such as the Damme field where
so many holes have been drilled is necessary; the survey is
interested in the setting of surface pipe in the area to pro-
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(a t fresh water strain; electric logs would reveal information
as to areas above the producing formation.

Other oil operators made statements at the hearing.
Champlin Petroleum Company, which owns producing wells
and has interests in about '1.200 acres of land in the area,
stated that in the past in order to encourage cooperative test-
ing by drilling, it had contributed acreage to applicant, re-
serving a minimum overriding royalty thereon. Its position
was that for rule 82-2-123 to be ol fruitful effect, it must be
universally applied and the exception should be denied.

Mobil Qil Corporation objected to the granting of the ap-
plication. its position being that its grant would be a serious
deterrent to further drilling and development in the area.
Mobil believed it will not be able to secure approval for
drilling proposals unless anti until the ride is complied with.

The position of Texaco, Inc., was the applicant is no dif-
ferent from anyone else in the Damme field and doesn't de-
serve the exception and granting it for the whole Damme
poo! would set a very bad precedent.

Cities Service Oil Company also opposed the granting til
the. application; to grant it would do away with the effec-
tiveness of the rule. Cities also stated applicant's evidence
was insufficient to bring him within any of the three excep-

tions to the rule.

In-an order filed May -Il. )72, the corporation commis-
sion denied the application. After teviewing the evidence
and making certain findings the order of denial contained
these recitals:

"li. The Commission finds on the hasis of evidence pre-
sented that the granting of the application for an excep-
tion is not justified under any of the three grounds for
exceptions set out in Rule 82-2-125 (F). The Commis-
sion finds that the evidence presented by the Applicant
relating to economic hardship, is based on their appre-
hension of the possibility of unauthorized disclosure of the
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information filed and is speculative and conjectural in
nature. It is noted by the Commission that evidence
presented by the Applicant as to the quantity and value
of geological data accumulated from the Damme Pool
relates almost entirely to data which is not required to
he filed with the Kansas Geological Survey as it was ob-
tained before the effective date of Rule S2-2-125.

"T. The Commission finds that the Kansas Geological
Survey has taken adequate and reasonable security precau-
tions and has adopted reasonable procedures to protect
geological data filed or to be filed with the Survey.

"S. The Commission, having considered the history,
present stage of development and other factors and char-
acteristics relating to the Damme Pool, finds that the two
year confidential period provided under Rule 82-2-125
(D) is adequate and reasonable to protect operators in
the said Poal.

“9, The Commission finds that the granting of the
application for an exception would damage the effective-
ness and purpose of the rule; that the information re-
quired to be filed is necessary in order to provide for pru-
dent conservation practices and procedure including the
protection of fresh water resources and the health, safety
and well-being of Kansas citizens.

“10. The Commission finds that the purpose of pro-
viding for exceptions to the provisions of this rule was to
provide for specific or special cases involving extraordinary
circumstances, and not to allow mass exceptions of sub-
stantial portions of or entire pools from the rule.”

Thereafter the corporation commission denied an amended
application for rehearing filed by applicant. Hartman then
petitioned the district court of Finney county for review of
the order. That court adopted the corporation commission’s
findings of fact and conclusions of law but withheld judg-
ment by reason of two further issues raised by the parlies
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in that couit: Applicant's contention that the commissioo
exceeded its statutory power in promulgation of the rule in
question and the commission's contention that applicant
could not collaterally attack the rule in his petition for
judicial review. After receiving additional briefs on these
two issues the trial court denied relief, holding that the com-
mission's order of denial was not arbitrary, capricious or un-
lawful; it further held the rule in question was subject to
attack by applicant upon his petition for judicial review but
that the corporation commission did not exceed its statutory
authority in promulgating the rule. The court noted the
legislature had empowered the commission to promulgate
rules for the exploration, drilling, production and conserva-
tion of oil and natural gas and that K.S.A. Chapter 55 sets
out guidelines for such rules in the protection of the public
interest, including the following:

Prevention of economic, underground and surface waste;
protection of correlative rights; disposal of salt water;
Issuing of drilling permits; re-pressuring— by the injection
of air, gas, water and other fluids; plugging of wells; and
protection of fresh water.

Applicant Hartman now appeals.

We should first consider the corporation commission's
renewed assertion that appellant Hartman may not now
collaterally attack the validity of the rule. This contention
s premised upon the fact appellant was present at.d par-
ticipated in the hearing held by the commission to determine
whether the rule should be adopted, appellant objected to
its adoption but did not appeal from the order of promulga-
tion. A number of oil producers appeared in opposition at
the hearing but apparently none sought district court review
of the order. Appellee's argument is that appellant may not
now challenge the rule’'s validity, that matter has become
res judicata, and appcMee includes for good measure ap-
pellant is now estopped Ity laches and by the doctrine of
election of remedies to assert his present position. In these
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laiicr two contentions appellee seeks refuge in broad general
statements of law not applicable here and which need not
be further discussed, Essentially appellee says appellant
should not have a second opportunity to contest the rule.
The proceeding was not an adversary one in the judicial
sense and the doctrine of res judicata, in any of its aspects,
does not bar appellant.

In 2 l)alis. Administrative laiw, § 18:08, it is stated:

“In name and tradition 'res judicata’ means thing
adjudicated. Only what isadjudicated can be res judicata.
Administrative action other than adjudication cannot be
res judicata. Even if an exercise of the rule-making powers
depends on a finding of facts, neither the rule nor the find-
ing is regarded as res judicata." (p. 597.)

We have held the doctrine of res judicata does not ordi-
narily apply to the decisions of administrative tribunals
(Warburton v. Warkentin, 185 Kan. 4G8, 845 P. 2d 992) and
in Aylward Production Corp. v. Corporation Commission,
1(52 Kan. 428, 176 P. 2d 861, a proceeding in which the tar-
get was a commission order establishing @ minimum allow-
able for oil for wells in prorated pools, this court said:

"Force is given this argument by the fact that rules and
requlations of the commission are never res judicata.
Should bad consequences follow from such an order being
made the commission might change it to meet conditions
as they exist.” (p. 440

The rule appears clearly to be that regulations made by an
administrative agency are not res judicata.

Appellant contends the appellee commission had no statu-
tory authority to promulgate rule 82-2-125 and its act in
doing so was an arbitrary and capricious exercise of power.
He argues the regulation does not carry out any statutory
objective. He asserts, and correctly so, that to be valid, ad-
ministrative regulations must be within the authority con-
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lerred, and fiinhcr that an administrative regulation which
goes beyond or conllicts with legislative authorization is void,
citing Amoco Production Co. v. Armold, Director o' Taxa-
tion, 211 Kan. (iIG. 51S I'. 2d 453. He argues our statutes
give appellee only the authority to prevent waste in the cur-
rent firoduction 0f 0il and gas and the rule in question has
no reasonable relation to that end—us only purpose is to try
to secure information helpful in knowing where to explore
for future 0il and gas wells. He points out that legislatures
in many other oil producing states have expressly conferred
upon their re_gﬂulatorr agencies authority to re((]juire the fur-
nishing by drillers of the material encompassed here by the
rule in question and argues this tends to show that with-
out specific enabling authority a commission empowered
only to prevent “waste" is not authorized to speculate on
future discovery by requiring the filing of electric logs.

In | Summers, Oil and Gas, § 82, it is stated:

"There is a considerable variance in the extent of the
control which the different oil and gas producing states
exercise over the location, drilling, equipping and op-
erating of oil and gas wells for the prevention of waste and
the protection of correlative rights. ... [pp. 269-270]

“Statutes or regulations commonly require that the op-
erator keep at each well, while drilling, an accurate drill-
ing record or log, showing all formations drilled through,
method of casing, and other detailed information that may
be required, and upon completion or abandonment of
the well, require that copies of such record be filed with
the conservation agency or other state or county officer."
(pp. 274-275.)

Let us examine our own statutes pertaining to the cor-
poration commission's powers and duties. K.S.A. 1973
Supp. 55-128 provides that anyone responsible for drilling
seismic, core or exploratory holes for the purpose of ex-
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ploration, discovery or production of oil and gas shall first
give prior notice to the state corporation commission of in-
tent to drill, such notice to include certain information per-
taining to the proposed drilling; further that:

4-22

"The corporation commission shall determine the
amount of pipe necessary to protect all usable water, and
shall so notify the person, firm, association or corporation
submitting the notice of intent to drill before said drilling
Is commenced.

"No person, firm, association, or corporation shall set
pipe at any seismic, core or exploratory hole except with
the approval of state corporation commission and in con-
formance with the rules and regulations of the corpora-
tion commission, except that additional pipe beyond the
requirements of the corporation commission may be set by
the driller. Before any such hole is abandoned, it shall
be the duty of the party responsible for drilling such hole
to plug the same in such manner as to properly protect all
water-bearing formations and in conformance with the
rules and regulations adopted by the corporation com-

mission:

It shall be the duty of the owner or operator of any
well which is now drilling or drilled or that may hereafter
be drilled for the purpose of discovery of oil and gas, be-
fore abandoning same, to shut off and exclude all water
from entering oil-bearing or gas-bearing sand, strata or
formation encountered in the well and to use every effort
and endeavor to protect any usable underground or surface
water from infiltration or addition of any detrimental
substances, in accordance with methods, rules and regula-
tions of the state corporation commission and under its
direction. Before any work is commenced to abandon any
well, the owner or operator thereof shall give written notice
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to the state corporation commission or the agent of the
commission as hereinafter designated, of his intention to
abandon such well; the date upon which the work of aban-
donment shall begin, and that he will plug the well in
accordance with the rules and regulations as prescribed
by the commision. . . .

"Whenever operations shall cease for a period of ninety
(90) days an1 any well which is now drilled, is being drilled
or may hereafter be drilled in the future for the purpose of
exploration, discovery or production of oil, gas or other
minerals, the owner or operator of such well shall give
notice thereof to the commission and, if the commission
shall deem it necessary to prevent the pollution of any
fresh water strata or supply, shall cause such well to be
temporarily plugged in accordance with the rules and regu-
lations of the commission and under its direction. . . .

"The state corporation commission is hereby authorized
and directed to adopt rules and regulations necessary to
carry out the provisions of this section. Prior to adopting
any such rules and regulations, the commission shall take
into consideration any recommendations of the state board
of health, state geological survey and state water resources
board with respect thereto....”

K.S.A. 55-130 directs the commission to adopt such reason-
able rules as may be necessary to provide the method by
which oil and gas wells or holes may be plugged and aban-
doned. K.S.A. 55-GO1 prohibits and declares unlawful the
production of crude oil or petroleum in such manner and
under such conditions as to constitute waste. K.S.A. 55-602
provides:

“That the term ‘waste’ as used herein, in addition to
its ordinary meaning, shall include economic waste, under-
ground waste, surface waste, waste of reservoir energy, and
the production of crude oil or petroleum in excess of
transportation or marketing facilities or reasonable market
demands. The state corporation commission shall have



52 O il and Gas Reporter

authority to make rules and regulations for the prcv. ,on
of such waste and for the protection of all frcsh-watcr
strata, and oil- and gas-bearing strata encountered in any

well dbilled for, or producing, oil...

K.S.A. 1973 Supp. 55-004 provides:

"(A) The commission shall have and is hereby given
jurisdiction and authority over all matters involvi. ¢
application and enforcement of the act [act regulating
production of petroleum oil, etc.], and shall have authority
to make and enforce rules, regulations and orders for the
prevention of waste as herein defined and for carrying
out and enforcing each and all of the provisions of this

act '

K.S.A. 55-704, rciating to the production and conservation
of natural gas, states:

"The commission shall promulgate such rules and regu-
lations as may be necessary for the prevention of waste as
defined by this act, the protection of all water, oil or gas-
bearing strata encountered in any well drilled in such
common source of supply ... as the commission may find
necessary and proper to carry out the spirit and the pur-
pose of this act.

The foregoing statutes provide broad authority and di-
rection to the corporation commission to prevent waste, in-
cluding economic waste, in the production of oil and gas,
to conserve these natural resources and to protect usable
water as it may be affected by drilling for oil and gas. It has
specific duties with respect to drilling, placement of pipe and
abandonment and plugging of wells, 'I'o discharge a!! these
responsibilities effectively the legislature must have been
aware the commission would need certain information as to
the holes drilled. Rule-making power was given the com-
mission in carrying out its functions. Appellee asserts rule
§2-2-125 was adopted to help prevent loss of ultimate re-
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covcry of iliis state's oil and gas reserves. Historically,
powers granted to regulatory bodies under conservation
statutes have been liberally construed by the courts. In
Aylward Production Corp. the corporation commission took
a restricted view of its own rule-making power with respect
to fixing minimum allowables. In broadening the com-
mission's narrow interpretation this court conceded that
looking at the provisions of only one statute the commis-
sion's construction would be proper, then observed:

"But these provisions must be construed in connection
with the whole purpose of the act and with the broad pro-
visions with reference to the commission's power, all of
which have been heretofore setout.” (p. 441.)

In Kansas-Nebraska Natural Gas Co. v. State Corporation
Commission, 169 Kan. 722, 222 P. 2d 704, the court was con-
cerned with the corporation commission’s authority to fix a
minimum wellhead price for natural gas. These observa-
tions were made:

"The dominant purpose of this statute [55-704] is to pro-
hibit waste of natural gas in Kansas, not only in the man-
ner and under the conditions of its production, but for
such purposes as would constitute waste. In order that
the term ‘waste’ should not be narrowly construed the
statute makes it clear that it is to include economic, under-
ground and surface waste, and the term ‘economic waste'
Is defined. These provisions were for the purpose, if nec-
essary, of expanding the meaning of the term ‘waste’ and
not for the purpose of limiting such meaning. The statute
also deals with the rights of owners of property under
which there is a common source of supply of natural gas.
We think the statute is broad enough to authorize the com-
mission to make any rule or order to prohibit waste of
natural gas, upon proper application made to it. ... It i
true the statute did not specifically authorize the com-
mission to fix a wellhead minimum price to be paid for
gas produced. It did not forbid the commission to do so
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i( and when tlic evidence disclosed the fixing of such price
would tend to prevent waste and the inequitable and un-
fair taking of gas from a common source of supply.
Hence, the legal question presented by appellants, that
the statute did not authorize the commission to make the
interim order complained of, is not well taken." (p. 732.)

The court further held:

"In this state the production and distribution of natural
gas for light, fuel and power is a business of a public
nature, the control of which belongs to the state.

“The dominant purpose of our statutes pertaining to
the production and conservation of natural gas [55-701,
et seq.] is to prohibit waste of natural gas in Kansas, not
only in the manner and under the conditions of its pro-
duction, but for such purposes as would constitute waste."

(Syl.  2&

Appellant also contends the information required by the
regulation bears no reasonable relation to the prevention of
waste. We are aware of no case in any jurisdiction having
either a rule or statute similar to 82-2-125 where such a chal-
lenge has been made. The evidence here on this point is
somewhat vague due to the fact appellant raised the point
collaterally before the district court on the hearing of its
petition for review. The hearing before the corporation
commission was to determine whether appellant should be
granted an exception to the regulation. However, the
record before us reveals that when the regulation was adopted
the commission made the following findings:

"3, The evidence presented supporting the adoption
of the proposed rule consisted of four (4) witnesses includ-
ing members of the Kansas Geological Survey, the Presi-
dent and past President of the Kansas Geological Society,
the Geologists active in the oil and gas industry. The sub-
stance o, their testimony and evidence presented was that
the present voluntary system, which relies on voluntary
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contributions of samples and logs to the survey, is no
longer adequate as evidenced by the marked decline in
their receipt of such data in recent years. Additional testi-
mony indicated that much information vital to future
exPloration for oil and gas in Kansas had been irretriev-

ably lost.

"4. Additional evidence indicated that for the period
from July 5 1970, to December 31, 1970, samples were re-
ceived from only 44% of the wells drilled in that period
and that the receipt of samples from wildcat wells also
showed a substantial decline. The evidence indicated that
the conservation of well samples and log information and
the continued, loss of such information could result in eco-
nomic and physical waste." (Our emphasis.)

Appellee asserts that without reliable geological data such
as that revealed by electric logs its conservation division can-
not develop the expertise to require proper use of reservoir
energy and achieve maximum recovery in the reserves; fur-
ther that availability of logs can prevent unnecesary drilling.
Upon the hearing of appellant’s application for exception
there was evidence blowouts can affect fresh water, that elec-
tric logs provide information relative to blowouts and that
the information called for is also necessary for the design of
appropriate practices in the interest of public health and

safety.

We need not labor the matter. The legislature has
authorized the commission to adopt regulations for the pre-
vention of waste and for the protection of all fresh water
strata and oil and gas-bearing strata encountered in any well
drilled for oil. We think the power to enact the rule in
question is necessarily implied within those broad grants and
the information required by the rule is reasonably related to
the prevention of waste in the production of oil and gas and
to the protection of usable water as it may be airccted by

such production.
INu. 4@BL 47



33 =2 On. and (las Rkpoktku

Appellant further contends his ;s|>[>licniion lor an excep-
tion to compliance with 82-2-125 was improperly denied be-
cause the findings upon which the denial order was based arc
unreasonable, arbitrary, capricious and not supported by
substantial evidence. Me says lie should have had an excep-
tion under subsection | of the rule (economic hardship) and
t (insufficient period of confidential custody) because he
produced evidence of past sales of the information now re-
cpiired to be furnished by the rule and also his expert be-
lieved the two year period of confidentiality was insufficient
due to appellant's unique position in the Damme field by
reason of the large number of wells he already had with his
mass of information on them, plus his. undeveloped acreage.

It should be noted appellant was not seeking exception for
one particular well nor one limited area—rather he sought
exemption for all his acreage in the Damme pool and/or
the Damme pool generally. Appellant’s evidence respecting
economic hardship did show that when the field was new
he had received contributions under dry hole agreements
and that he had a valuable mass of information accumulated
from his drilling the fifty wells in the pool, which he says
he would have to disgorge without recompense. But all this
occurred prior to the adoption of the rule. Section (E) of
the rule states that sample logs or surveys of wells com-
pleted prior to the effective date of the rule may be sub-
mitted to the survey for confidential custody. Such submis-
sion is not required but is wholly voluntary. Thus the
material upon which appellant largely bases his contention
of econo -dc hardship is not required to be filed.

The burden of proof in bringing himself within the ex-
ceptions provided in the rule was. of course, on appellant.
The commission specifically found that on the basis of the
evidence presented the grant of an exception was not justi-
fied. Appellant presented no evidence with respect to prob-
lems encountered or likely to occur in any specific well or
area. The request was simply for blanket exemption of ap-
pellant's entire holdings and/or the entire field. There was
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no icstimony concerning conditions or positions of the two
wells completed after the adoption of the rule with relation
to acreage owned by others or of the contemplated three loca-
tions or as to how they would be affected by the rule. There
was no indication dry hole support money was sought and
was unavailable. There was no testimony the rule would in
fact deter future contributions. Other than the bare as-
sertion of opinion by his expert, appellant made no showing
that the one year period of confidentiality or the two year
period (actually two years plus ninety days) would not be
sufficient “to satisfy the needs of the developing operator”,
In denying the application the commission was aware the
Damme field was then entering its twenty-second year of de-
velopment. Except for the size of his holdings and number
of wells appellant was not shown to be in any position differ-
ent from others in the field. No evidence was offered re-
specting any “step-out" or other location proposed for ex-
emption or what would happen under the rule. All the ap-
pellant offered must be regarded as merely conjecture. Con-
ceivably he might make a factual case justifying exemption
from the rule but he did not do so. The commission’s find-
ing that the geological survey had adopted reasonable pro-
cedures to safeguard the information filed with it is amply
supported by the evidence. In arguing insufficiency of evi-
dence appellant largely ignores that offered by the commis-
sion which indicates a need for the information required by
the rule. As was said in Railroad Commission v. Humble
Oil JcRefining Co., 193 S. W. 2d 82d. (Tex. Civ. App.):

“The responsibility for the proper administration of the
conservation laws rests primarily with the Commission.
What factors shall be considered, and their proper evalua-
tion arc matters exclusively within the Commission's dis-
cretion and not subject to judicial review, so long as they
bear a reasonable relation to the subject matter of the

order." (p. 833
In sum the commission's order of denial was supported
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by substantial evidence and was not arbitrary or unreason-
able.

Finally, appellant contends 82-2-125 and the order of
denial entered pursuant to it amount to a taking of property
without due process of law in violation of the fourteenth
amendment to the federal constitution. Appellant ac-
knowledges that the state may. in the exercise of its police
power, legislate to prevent the waste or exploitation of na-
tural resources. On the other hand, he asserts, the means
used to secure the legislative ends must not be unreasonable,
arbitrary or capricious, and must have a real and substantial
relation to the objective sought to be attained. We treat
first with the denial order. Appellant says it takes his
private property for public use without just compensation.
This contention is postulated on the same claim of economic
burden which we have already considered and held to be
not supported by the evidence offered. Appellant had a fair
hearing. He has not shown his position to be any different
from others affected by the rule. He has not demonstrated
any financial loss nor has he shown how he would be ad-
versely affected in the future by the denial of his application

for exemption.

Appellant asserts the substantial cost incident to the ac-
quisition of the information warrants the regulation being
declared unconstitutional as a taking of property without
just compensation. His testimony was that the average cost
of obtaining a portion of the information was currently
about $3,400 per well. However, this figure is misleading
because it appears that the information isroutinely obtained
during the drilling of a well as a matter of standard operat-
ing procedure. The costs of filing the information were
shown to be only nominal. The pecuniary injury of filing
would not alone warrant declaring the regulation uncon-
stitutional (see 1G Am. Jur. 2d, Constitutional Law, § 294).

In 16 Am. Jur. 2d, Constitutional Law, § 363, it is stated:
"The constitutionally protected right of property is not
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an absolute light. The right is subject to such reasonable
restraints and regulations established by law as the legisla-
ture, under governing and controlling power vested in it
by the constitution, may think necessary and expedient.
Thus, it is subject to limitation by reason and by means of
legitimate exercises of the state's police power." (pp.
691-G92.)

Appellant cites eminent domain cases to support his propo-
sition of unconstitutionality of the regulation. The distinc-
tion between the exercise of the right of eminent domain and
the police power has been articulated in 29A C.J.S., Eminent
Domain. § G thus:

"imminent domain takes property because it is useful
to the public, while the police power regulates the use of.
or impairs rights in. property to prevent detriment to pub-
lic interest; in the exercise of eminent domain private
property is taken for public use and the owner is com-
pensated, while the police power regulates an owner's use
and enjoyment of property, or deprives him of it, by
destruction, for the public welfare, without compensation
(()ther gh)an the sharing of the resulting general benefits."
p. 178

In Smith v. Stale Highway Commission, 185 Kan. 445,
31G P. 2d 259, this court stated:

“The police power is the power of government to act
in furtherance of the public good, either through legisla-
tion or by the exercise of any other legitimate means, in
the promotion of the public health, safety, morals and gen-
eral welfare, without incurring tiabitity for the resulting
injury to private individuals. [Citations] Eminent do-
main. on the other hand, is the power of the sovereign
to take or damage private property for a public purpose

on payment of just compensation. ...

*... Determination of whether damages arc compensable
under eminent domain or noncompensable under the



poiicc power depends on the relative importance of the in-
terests affcctcd. The court must weigh the relative in-
terests of the public and that of the individual, so as to
arrive at a just balance in order that government will not
be unduly restricted in the proper exercise of its functions
for the public good, while at the same time giving due
effect to the policy in the eminent domain clause of insur-
ing the individual against an unreasonable loss 0cCasioned
by the exercise of governmental power.” (pp. 453-454.)

Much of that which has already been said is applicable
here. The regulation is designed to prevent waste in the
production of oil and gas and to protect usable water as it
may be affected by such production. Assuming that filing
the information could impair the filer's use of it, a period of
two years confidentiality is allowed for such use and upon a
proper showing of economic hardship or that the period of
confidentiality is too short, under the exception in the regula-
tion no filing need he made at all. These are adequate safe-
guards for the protection of private rights as against those
of the public. Neither 82-2-125 nor the denial order violates
the due process clause of the federal constitution.

The judgment is affirmed.
Approved by the Court.

DISSENTING OPINION

VATZER, Chief Justice.

| respectfully dissent from that part of the holding of the
court contained in Syllabus Paragraph No. 4, and the cor-
responding portions of the opinion that the State Corpora-
tion Commission has statutory authority to adopt the rule
in question; that the rule is reasonably related to the pre-
vention of-waste in the production of oil and gas, and to the
protection of usable water as it may be affected by such pro-
duction; that the applicant failed to sustain his burden in
proving an exemption; that the State Corporation Commis-
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sion's order of denial was supported by substantial evidence
and not arbitrary or unreasonable, and tliat the Commis-
sion's rule and denial order did not violate the due process
clause of the federal Constitution.

The State Corporation Commission possesses no powers
not giantcd it by statute. (Bennett v. Corporation Com-
mission, 157 Kan. 589, 5%, M2 P.2d 810.) Allegedly, under
the authority granted by K.S.A. 1973 Sttpp. 55-604, and
K.S.A. 55-704, the Commission promulgated K.A.R. 82-2-125.
Rules and regulations of an administrative agency are void
when they bear no reasonable relation to the purpose for
which they arc authorized to be made. 1 fail to see how the
Commission's rule K.A.R. 82-2-125 accomplishes the pur-
poses set forth in the relevant statutes.

SCHROEDER, J, joins in the foregoing dissenting
opinion.

DISCUSSION NOTES

Government Regulation: Orders of Commissions— Piling
of Drilling Information and Samples.

The basic thrust of the appellant's concern is
that he is compelled to file valuable drilling infor-
mation with the geological survey that may not be
securely retained as confidential, in which case he
may lose economically advantageous drilling agree-
ments or attractive leasing possibilities. The re-
quirements of the rule do appear to drastically re-
duce the value to the independent driller of a
wildcat venture. As indicated in the opinion, the
final provisions of the rule represent a compromise
of various interests, private and public, which has
resulted in a new definition of the kind of "prop-
erty right” future drillers will acquire incident to
their elFort.

J.R.C.
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NASH v. WHITTEN

Louisiana Court of Appeal
Second Circuit

April 30, 1975—No. 12590
312 So.2d G79

(Overruled, 52 0&GR 499)

Pipelines: Pipeline Servitude— Creation of Servitude by Acquisitive
Prescription.

Plaintiff brotight an action to compel removal from his land of a
natural gas pipeline transversing plaintiff's land connecting a pro-
ducing gas well located cast of plaintiff’s property to defendant’s
residence located west of plaintiff's property. Plaintiff alleged
the line was laid across his properly without authorization or
muniment of title. Defendant maintained the gas line constituted
a continuous and apparent servitude which could be established
by acquisitive prescription through possession for a period of ten
years. Plaintiff, on the other hand, contended that the gas line
would he a discontinuous servitude which can be established only
by title. The trial court concluded that the pipeline was a con-
tinuous and apparent servitude, title to which had been acquired
by drfendant by prescription of more than ten years. Plaintiff
appealed. Held: Affirmed. Louisiana Civil Code article 727 pro-
vides that continuous servitudes arc those whose use is or ma; be
continual without the act of man. It is therefore evident that if
an act of man is necessary to exercise the servitude, it is not
continuous but discontinuous. However, it is necessary for the
act of man to be performed on the servient estate. Since there
was no evidence presented that defendant or his agents performed
any act whatsoever on plaintiff's land in order to exercise the use
of the servitude, such a gas pipeline should be considered a con-
tinuous servitude. There is no question the gas line is perceivable
by exterior works and therefore is an apparent servitude as con-
templated by Louisiana Civil Code article 728. That being the
ease, the presence of the pipeline in excess of ten years on
plaintiff's property created by acquisitive prescription a continuous
and apparent servitude. (Overruled, 52 0&GR m(%)

Appeal from the Eleventh Judicial District Court for the
Parish of DeSoto, Louisiana. John S. Pickett, Jr., Judge.
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Original sponsors: Brown, Koponen
and Goll

IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. 41 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the confidentiality of certain
oil and gas information; and providing for an effec-
tive date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. LEGISLATIVE FINDINGS. (a) The legislature finds that

(1) the best interests of the state will be served if oil and
gas well data and information are not held confidential for periods longer
than two years;

(2) increasing the amount of oil and gas well data and informa-
tion available to citizens of the state and tothe state's oil and gas
industry will improve competition and encouragemorecompanies to become
involved in oil and gas exploration and production in the state;

(3) the predictable release of oil and gas well data and infor-
mation will expedite oil and gas exploration and production and enhance the
state's economic interests;

(4) drilling operations will be safer and more efficient if oil
and gas well data and information are available from nearby wells; and

(5) a better overall understanding of Alaska's subsurface
resources and geology will be promoted if oil and gas well data and infor-
mation are made available to the public.

* Sec. 2. AS 31.05.035(c) is amended to read:
(c) The reports and information required in (a) of this section
shall be kept confidential for 24 months following the 30-day filing
period unless the owner of the well gives written permission to
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release the reports and information at an earlier date. If the com
missioner of natural resources finds that the required reports and
information Tfiled under (b) of this section before July 1, 1987,
contain significant information relating to the valuation of unieased
land in the same vicinity, the commissioner shall keep the reports and
information confidential for a reasonable time after the disposition
of all affected unieased land, unless the owner of the well gives
written permission to release the reports and information at an
earlier date. Well Ilocation, depth, status and production data and
production reports required by the commission to be filed subsequent
to the 30-day filing period i~ [SHALL BE CONSIDEREDJ public informa-
tion and may [SHALL] not be classified confidential. Production data,
as used in this subsection, means volume, gravity™ and gas-oil ratio
of all production of oil or gas after the well begins regular produc-
tion

Sec. 3. This Act takes effect Julv 1, 1987

CSHB 41 (Res) -2-
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ARGUMENTS AGAINST CSHB 41 (FINANCE), "AN ACT RELATING TO THE
CONFIDENTIALITY OF CERTAIN OIL AND GAS INFORMATION."

1. CSHB 41 WILL PENALIZE THOSE COMPANIES WILLING TO UNDERTAKE
EXPLORATORY DRILLING.

2. CSHB 41 WOULD REWARD THOSE COMPANIES NOT DRILLING.

3. BECAUSE ALASKA HAS HAD FEW EXPLORATORY WELLS DRILLED COMPARED TO
OTHER STATES, THE STATE SHOULD ACTIVELY ENCOURAGE EXPLORATION
RATHER THAN INSTITUTE DISINCENTIVES SUCH AS REMOVAL AFTER 1991 OF
THE EXTENDED CONFIDENTIALITY OF WELL DATA AS PROVIDED IN CSHB 41.

4. CSHB 41 WILL DISCOURAGE DRILLING ON LEASES ADJACENT TO UNLEASED
LANDS, ESPECIALLY STATE LANDS ON WHICH SCHEDULED LEASE SALES MAY
BE DELAYED.

5. CSHB 41 WILL ALLOW WELL DATA FROM DRY HOLES TO BE MADE PUBLIC
WHICH MAY SUBSTANTIALLY DIMINISH THE LEASE VALUE OF ADJACENT
UNLEASED LAND.

6. CSHB 41 WILL DISCOURAGE DRILLING IN FRONTIER AREAS.

7. GIVEN THE LONG TIME PERIOD AND HIGH COST TO DRILL AN EXPLORATORY
WELL, TWO YEARS IS NOT AN ADEQUATE PERIOD OF TIME TO PROTECT
REQUIRED WELL DATA.

8. CSHB 41 WILL REDUCE THE NUMBER OF FIRMS PARTICIPATING IN LEASING
AND LEASE DEVELOPMENT IN ALASKA.

9. CSHB 41 COULD REDUCE THE FUTURE LEVEL OF OIL PRODUCTION IN ALASKA
TOGETHER WITH THE ECONOMIC BENEFITS INCLUDING STATE REVENUES,
EMPLOYMENT, AND DEVELOPMENT OF CRITICALLY NEEDED INFRASTRUCTURE
FACILITIES.

10. CSHB 41 WOULD ALLOW THE STATE TO ACQUIRE VALUABLE COMMERCIAL DATA
FROM PRIVATE LANDS UNDER THE GUISE OF DISCHARGING STATUTORY
DUTIES TO DEVELOP LANDS BELONGING TO IT. THIS IS A "TAKING" OF
PRIVATE PROPERTY WITHOUT COMPENSATION.

11. CSHB 41 HAS SIGNIFICANT CONSTITUTIONAL FLAWS AS APPLIED TO
PRIVATE LANDS. PREMATURE RELEASE OF WELL DATA FROM PRIVATE LANDS
DESTROYS THE COMMERCIAL VALUE OF THE DATA TO THE LANDOWNER.

12. CSHB 41 OFFERS NO INCENTIVE TO DRILL A SECOND WELL IN SEQUENCE
SINCE DATA FROM THE FIRST WELL WILL LIKELY BE PUBLIC PRIOR TO THE
ACQUISITION OF PERMITS AND COMPLETION OF A SECOND WELL.



TESTIMONY OFFERED ON APRIL 28, 1987
BEFORE THE ALASKA HOUSE OF
REPRESENTATIVES FINANCE COMMITTEE
REGARDING BY 41 AND HB COMMITTEE
SUBSTITUTE 41

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 opposes HB Committee Substitute 41 because we feel that the
State and t a 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 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, 1 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 1959, 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 1978, very few exploratory wells were drilled.
In 1976, in anticipation of the joint State-Federal Beaufort Sen 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 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 Iin 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 oil 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 est 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 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. Currently, 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 oata 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 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 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-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 e- lalization 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 11) 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
iIT 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 a safer and more efficient drilling
practices. The Alaska Oil and Gas Conservation Commission (AOGCC)
already obtains the drilling data from every well drilled. It is
aware it there are known drilling hazards in certain formations and it
ensures safe drilling practices, because all drilling operations nmust
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
within DNR which industry has no control ovei.. 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 to know in order to perform ny
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
iIs that this is an arbitrary date and, like any arbitrary data 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 I
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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CARSON: Thank you, Mr. Chairman. My name is John Carson. I'm

currently the Chief Geologist for Chevron U.S.A. for their
Western Region which includes all of Alaska and the West
Coast. I'm speaking today on behalf of Chevron. I've spent
roughly 31 years in the, and some of it's been quite rough,
in the petroleum Iindustry and exploration and about two-
thirds of that has been involved with the State of Alaska's
exploration problem. Chevron wishes to thank the Committee
for this opportunity to speak again. Because of the fact that
we, as a company, have presented some testimony before, both
written and because of Dr. Sorenson's comments, | will keep
my comments brief, but I'll be glad to answer any questions
that you may have.
Chevron opposes Committee Substitute 41 because we feel the
best interests of the State of Alaska and the petroleum
industry are served by continuing the present legislation.
A prudent operator won't drill, given the harsh climate, the
long lead time, multiple landowners, the uncertain sales
schedule on a block of land if the adjacent block is unleased
and they don't know for certain when it's going to be sold.
This is a hard statement to prove on either side and | know
that you've had a great dedj. of discussion on it in some of
the committees. But | would like to cite a couple of examples

and the question we're trying to get at here is, "does the



current legislation restrict or encourage exploratory drill-
ing?"

I'd like to cite first of all that prior to the 1969 Prudhoe
Bay sale, 17 wells were drilled within two years of that
sale. They were all drilled by operators on lands that they
held the mineral rights to and they were all adjacent to
parcels that were to be sold in the 1969 sale and the same
came off on time.

From about 1974 to 1979, due to various problems, the Alaska
Native Claims Settlement, etc., there were no sales from '74
to '79, but in about 1976, companies started drilling on the
North Slope in anticipation of a sale to be held, joint
Federal and State, In the near-shore and submerged waters
off of Prudhoe bay and open sea. When it became obvious
that that sale was not going to take place as scheduled,
then the current legislation uas exacted, and that was In
1978, to allow for extended confidentiality to those operators
who had drilled a well adjacent to unleased lands.

I believe that you can go back through and you can chart
when leases were coming and lease sales were coming and you
can plot the frequency of exploratory drilling and you will
see a correlation.

I have heard it mentioned that ril companies drill only to
find oil. That's a truism up to a point. I'd like to cite
up my own personal experience along those lines. Quite
obviously we cannot sell to our management a well just for

the whimsy of a well, trying to get some information, and so



w are definitely looking for oil, there's no question
about that, oil and gas. But a part of our strate' y has
been, and hopefully will continue to be, what else can we
get out of drilling this well? Whhat will it do for us in
upcoming lease sales? What information can we get from this
well that will give us the opportunity to construct a meaning-
ful and realistic bid on offsetting acreage. I have been
involved in state sales iIn Alaska in Cook Inlet, on the
North Slope. I've been involved in O0OCS sales in both
California and in Alaska and In every sale that I've been
involved in that has become a part of the strategy. It is
in our shop and | believe it is In the other major companies.
As | say, it's a fairly difficult thing to prove, but | will
guarantee you that it does take place. We are looking for
information to help us with these other lease sales. Agres-
sive companies are doing this and they're looking to the
future and the companies that are not doing this may not
see the future.

A second item that | would like to discuss has to do with
the supposition, perhaps, that an unrestricted confidential-
ity might stifle, or might help, competition in that some
kind of extended confidentiality will help us, will keep
other companies from getting into Alaskan oil problems, oil
exploration. Essentially the assumption that making the
data public would spark competition because they would all
have a broad data base. Since 1978, of all the exploration

wells drilled in Alaska, only 50 have been given this special



extended confidentiality. Of those, only 17 still have that,
still enjoy that privilege. In the average extended confi-
dentiality of those wells that have since lost that has been
roughly 2.3 years. All of the other several hundred wells
are available. A broad 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 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 would not motivate drillers to take exploratory
risks. It should further be pointed out the release of over
100 wells drilled on the NPRA has not increased competition
and not encouraged any more companies to explore the area
than those who have operated on the North Slope historically.
A third i1tem that | would like to address has to do with
unitization. It has been suggested that firms drill explora-
tory 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 cost from other firms through the process of
cost equalization. But cost equalization occurs only if a
lease twned by the exploratory fTirm is later included with
other leases In a potential producing unit. In the period

since 1978, 77 percent (or 111) of the 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 are located, other 33 wells, most
have not yet been developed, and as a result, these wells
may never have their costs shared. What is important to
note in this regard is that if an exploratory well is
incapable of production -- and this is true of most explora-
tory wells -- there iIs generally no cost equalization.
Quickly moving on then to a, to a fourth point, it has been
suggested that releasing all materials will allow for safer,
safe practices. The Alaska Oil and Gas Conservation Commis-
sion already obtains the drilling data from every well
drilled. It is aware if there are knownn 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.

And now I'd like to speak to two of the provisions in the
Committee Substitute. The first, the provision that all
wall information be released to the Department of Natural
Resources and they will hold confidential. Chevron objects
to this, largely on the bads of security. Within our own
chop, we, on our highly confidential wells, we allow those

people who need to know only access to those wells. As



Chief Geologist of our Western Region, there are wells that
we have drilled that | do not know what we have found in
them. Why? Because | don't need to know to perform my
function. Those people who do need to know as part of their
function, they know about them. We are concerned of the
numbers of people that would have access to this data and
the numbers of people who would be turned over possibly to
job rotations, back to the industry, and so forth. As stated
before, the Conservation Commission, from a safety point,
needs 0 know, the Department of Natural Resources doesn't
from a safety point.

And then the second item that | would like to speak to on
the Substitute provides that the current status of allowing
extended confidentiality be continued until 1991. This,
like any other arbitrary date or time supposes that we know
when the largest number of critical exploratory wells will
be drilled. I would Ilike to present for the, for the
Committee's consideration a scenario that says there will be
no more critical exploratory wells until after 1991. | can
make a case for that. Given the current economic conditions,
given the current problems of opening of ANWR, it could very
easily be 1991 before, if you'll pardon it, Secretary Hodel's
long gas lines start again and things break out all over. |
don't think we know when the most critical wells will be
drilled. | submit that any exploratory well that is drilled

next to adjacent lands is a critical exploratory well and



that can happen five years, ten years, certainly | hope it
would be happening after 1991.

I believe I've covered the five or six points that | wanted
to. I'll be happy to try to answer any dquestions this
Committee has.

Chairman: Are there questions of Mr. Carson? Representative
[indiscernible]. [END OF TAPE 1, SIDE 2]

TAPE 2, SIDE 1

Representative: I've forgot all the secrets you had on this
[indiscernible]. The question | would have would be in
your, in this testimony here, Mr. Carson, you talked about
the fact that, Texas, | believe, they have a confidentiality
of, they can extend, some place In here it talks about a
three-year statute of limitations on confidentiality, but I
could be wrong.

Carson: In the materials that have been handed to you, those are
some comments than Dr. Sorenson had put together after Lis,
you may also have his original testimony there, you probably
do and he had determined from the Texas Railroad Commission,
I believe, that they can extend on-shore to three years and
on submerged lands to five. I think probably trying to
compare any of those other states, California, Louisiana and
Texas, to Alaska is kind of futile because of the problems
that are here that they don't have -- multiple land ownership
and so forth -- but | know there's been a lot of discussion
whether you can really go two or three iIn Texas. I think
we're satisfied now it's three but on-shore, it's five off-

shore.



Representative: I guess my [indiscernible] the other frontier
areas [indiscernible] not, not sure what the California
statutes are, they are [indiscernible] years?

Carson: Yes, they are. But you can apply for some extended
confidentiality. There are several of the questions here,
Mr. Chairman, which have some economic ramifications which
IS outside of my expertise. We have been in touch with Dr.
Sorenson and if it would be of any benefit to the Committee,
he has been, he has assured us that he would have the
opportunity and could be here on short notice if you wanted
to talk to him and | would offer that to you at this time.

Chairman: Further questions. If not, thank you very much, Sir.
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Over the past decade I've had the pleasure of visiting

Alaska many times. On each of these visits, I've come away with
a deeper appreciation for the unique character of the people and
environment of Alaska. I'm very happy to be here again, and |

thank the members of this Committee for their courtesy in
allowing me to present my views on this most important question.

The proponents of H.B. 41 assert that its passage will
expedite oil and gas exploration and production and enhance
competition for leases. Butin my opinion the bill will have no
beneficial effects. In fact, there is strong evidence, derived
both from economic theory and from the results of several recent
studies of oil and gas leasing and lease development which | have
co-authored, “ that erosion of the current protection given to
well drilling data in Alaska, as proposed in H.B. 41, will:

1. Reduce the number and size of bonus bids for leases
in frontier areas in Alaska on both state and
private lands;

2. Reduce the number of wells drilled in frontier areas
where nearby acreage remains unleased;

3. Reduce the number of firms participating in leasing
and lease development in Alaska; and

4. Reduce the future level of oil production in Alaska
together with all associated economic benefits
including state revenues, employment, and development
of critically needed infrastructure facilities.

These studies are. summarized in Mead, et al., "Competitive
Bidding Under Asymmetrical Information,” The Review of Economics
and Statistics, August 1984; and Offshore Lands: Oil and Gas
Leasing and Conservation on the Outer Continental Shelf, Pacific
Institute for Public Policy Research, 1985.
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In the sections which follow, | will summarize the evidence
which has led me to reach the conclusions stated above.

l. externa: economies in oil and gas exploration

When an inventor develops a new idea or technique which
reduces the cost or improves the quality of a good and service
sold in a market, he profits from his effort or investment only
to the degree that he isable to keep outsiders from freely
copying (or "free-riding") on his investment. If the benefits of
inventive efforts are allowed to spill over to individuals or
firms who pay nothing for them, an "external economy" is created
which has the effecc of greatly reducing inventive efforts. In
recognition of the cost tosociety of discouraging the creation
of new and original ideas and information, laws creating property
rights m information and ideas (such as patents, trademarks, and
copywrite protection) have been an essential partof U.S. law
from the beginning of our Republic.

The extended confidentiality provisions of AS 31.05.035(c)
are founded on the same principles as the laws protecting patents
and trade secrets. To encourage maximum levels of investment in
exploratory drilling in frontier areas jn Alaska, firms accepting
the risks associated with these Iinvestments have been protected
by state law from having the information they obtain spill over
to "free riders"— other firms which have not invested in these
drilling activities.

The proponents of H.B. 41 have argued that the people of
Alaska would benefit by way of higher bonus bids on neighboring
acreage if the information now maintained as confidential under
AS 31.05.o0r5(c) were suddenly to be released and made available
to the public. But a deeper analysis will show that these
benefits would occur (if at all) only once. In-+the long-run the
erosion of these confidentiality provisions would seriously
impair, iIf not destroy, the motive for any firm to engage In
exploratory activity in frontier areas in Alaska.

To make this point more clear, consider the likely effects
of a repeal of the patent laws which presently protect drug
manufacturers in the U.S. Certainly this would lower some drug
prices as competitors would be permitted to copy all existing
drug formulas. But is there any question that society would be
greatly harmed in the long-run by this action? Wwo would invest
in research on new drugs iIf the benefits from such research could
not be captured by inventing firms? And by similar reasoning,
who would invest in exploratory drilling in frontier areas of
Alaska i1t the benefits of such investments could not be captured
by the firms doing the investing?



In fact, a considerable portion of the benefits produced by
exploratory drilling already spill over to other firms as a
result of an informal network of iInformation provided by oil
scouts, members of the drilling team, and others. One study has
estimated the fraction of benefits which spill over as a result
of this informal network to be about 25 percent. This means
that even under the protection of confidentiality statutes (such
as the one In Alasxa), a firm investing in exploratory drilling
will always provide a large information subsidy to non-drilling
firms. This discourages exploration in frontier areas since it
rewards firms that wait for free information while it penalizes
those who carry out pioneering exploratory ventures. And if the
remaining portion of information benefits which can still be kept
proprietary by exploratory drillers in Alaska were to be reduced
(or eliminated) by repeal of AS 31.05.035(c), what incentive
would remain for these firms to take the tremendous risks they do
when they invest in frontier drilling?

Il. COMPARISON OF RATES OF RETURN EARNED IN LEASING
AND LEASE DEVELOPMENT

Our recently reported studies of rates of return earned by
firms who were winning bidders for leases issued by the federal
government in the Gulf of Mexico over the first 16 years of Outer
Continental Shelf (OCS) lease sales, cited above, show that firms
leasing wildcat tracts earned an average after-tax rate of return
on investment of 10.04 percent, while Tfirms who were winning
bidders for leases located in areas near to proven wildcat tracts
(referred to as "drainage tracts") earned higher rates of return
on average: 14.59 percent.

The overall rate of return tofirms on all OCS tracts leased
was 10.74 percent. This was lower than the rate of return earned
by all U.S. manufacturing corporations ovfr this same period of

years: 11.7 percent.

The proponents of H.B. 4lsuggest that he level of
competition in drainage-type lease sales is reduced by the fact
that some bidders have information advantages over other bidders.
But our study shows that the number of bids cast for each lease
sold in drainage lease sales (2.9) was only slightly lower than
the average number of bids for wildcat leases (3.2).

See F.M. Peterson, "Two Externalities in Petroleum
Exploration,” in G. Brannon (ed.), Studies in Energy Tax Policy,
Cambridge: Ballinger, 1975, p. 102.

3

See Offshore Lands, Table 3.1, p. 53; and Table 3.2, p. 55.
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Furthermore, those firms which had "no information” from
prior wildcat drilling were able to win 43 percent of the leases
sold in these sales, and these "no information" firms were able
to earn a 25 percent higher rate of return on these drainage
leases, or average, than was earned on wildcat leases in the same
OCS areas over this same time pe'-’.i.

These facts lend support to the conclusion that a great deal
of information is available to "no information"” bidders iIn lease
sales of acreage located near wildcat tracts which have
previously been drilled on, and this information is used to the
advantage of such bidders in these sales.

To summarize our Tfindings regarding rates of return, it
might appear that winners' of .drainage leases on the OCS earn
higher than normal rates of return on these' leases. But this
appearance is deceptive. In fact, bidders in wildcat lease sales
expect to earn lower-l:han-ncrmal rates of return on. these leases
in the prospect of being able to recover part or all of their
investment from the information they obtain through exploratory
drilling. Overall, for wildcat and drainage leases combined, they
earn a normal, competitive rate of return.

A major conclusion of our study is that bidders in wildcat
lease sales determine the levels of their bonus bids on the basis
of two variables: the expected net production value of the
wildcat lease itself, and the expected valve of the information
they will be able to gain as a result of drilling on the wildcat
lease. This means that if lessees of wildcat tracts are denied
the opportunity to capture the information they obtain through
exploratory drilling on these tracts, they will lower their bonus
bids by an amount equal to the value of the information they can
no longer capture.

Relating this conclus: i to the situation in Alaska, 1f the
confidentiality of well dr .ling information is eroded, as would
happen through passage of H.B. 41, the value of wildcat (or
frontier) acreage 1In Alaska will be greatly reduced. As a
result, bidders will reduce the size of any bonus bids offered
for such acreage. And In many cases, since the value of wildcat
leases In frontier areas In Alaska is based almost entirely on
the potential to obtain information of possible value iIn Ilater
lease sales, H.B. 41 will have the perverse result that no bids
at all will be offered for many leases in frontier areas and no
investments in well drilling will be made in these areas.

Since the impact of H.B. 41 will be felt not only in respect
to state lands but also by the owners of private lands in Alaska
(mainly Native Corporations or Villages), the proposed statute
will seriously damage the prospects for leasing and developing
such lands.



This point deserves emphasis: H.B. 41 will have the same
negative iImpact on private landowners as it will have on state
lands, reducing or eliminating bonus bids for leases in frontier
areas and greatly lowering the chances that such lands will ever
be developed.

111. ALTERNATIVE POLICIES FOR PEALING WITH EXTERNAL ECONOMIES
IN_ EXPLORATORY DRILLING

Economists now recognize the fact that information spill-
overs (or external economies) iIn exploratory drilling have the
effect of reducing the level of exploratory drilling below that
which is optimal for society. To deal with this problem, they
have recommended a number of policies, any of which might be
considered by the State of Alaska for its frontier lands:

Tax breaks for exploratory drilling.

Government subsidies for exploratory drilling.

Leasing in frontier areas using huge lease blocks.

Drilling in frontier areas by the government.

Forcing buyers of leases in drainage-type lease
sales to share In the costs of prior exploratory
drilling done by other firms on nearby wildcat
acreage.

ar®wNE

As can be seen, all of these proposed policies would be far
more costly to the state and involve a much greater bureaucratic
involvement in leasing and lease development than the present
system of protecting the investments made by exploratory drillers
in Alaska through extended confidentiality of well drilling data.

1V. THE UNIQUENESS OF ALASKA

It has been argued that Alaska should reduce the time period
permitted for maintaining the confidentiality of well drilling
data for the reason that other states have shorter time periods
during which such confidentiality is maintained. It should be
noted, however, that all four of the top oil producing states in
the U.S. (Texas, Alaska, Louisiana, and California) have
provisions in law for extending the protection of confidentiality
beyond two years.

More important, it is not really appropriate to compare the
situation in Alaska with the situation in Alabama, Michigan, or
North Dakota. The average cost per foot of onshore wells drilled
in Alaska in 1985 was more than four times as great as for the
U.S. as a whole. And for wells in the category between 15,000

See Peterson, op. cit., p. 107; and J. Stiglitz, "The
Efficiency of Market Prices in Long-Run Allocations in the Oil
Industry,” also in Brannon, op. cit., pp. 55-99.



and 17,500 feet, the cost in Alaska was over 13 times as great as
the average for the U.S.

Furthermore, Alaska's harsh climate, the remoteness of its
location, the lack of developed systems for transporting drilling
gear and materials into interior areas and production to markets,
and the delays and uncertainty which have surrounded Ileasing
schedules in the state— ail these factors make Alaska a unique
leasing and drilling environment. The average cost of obtaining
exploratory well information in Alaska far exceeds that of any
other producing state. And because of the long lead times
involved, the value of that information remains high for many
years fTollowing the drilling of an exploratory well. For these
reasons, the impact of H.B. 41 would be devastati. in Alaska
even though similar statutes might have little impact in other
states.

H.B. 41 is an exercise | wishful thinking. It assumes that
information is a free good, and that future wildcat exploration
and drilling will not be affected by changes in the time period
during which the confidentiality of well drilling data fror:
frontier areas is maintained. As a result, it proposes to release
such data at an earlier time Iin the hope of increasing the bid
values of leases sold in subsequent sales in the same area. But
the essential issue for Alaska should be to enhance the prospects
for wildcat Ileasinyy and lease development in the state. It
frontier acreage in Alaska is not leased and not explored, there
will be no subsequent lease sales, no subsequent bonus revenues,
no subsequent production.

Given the current economic climate for the oil industry in
the U.S. (and the evenmore grave problems facing future oil
exploration in Alaska), it would bea dangerous error for the
state to further impair the economic rationale for exploratory
drilling in frontier areas. | am convinced that H.B. 41 would be
a serious mistake for Alaska. | urge that it not be adopted.

5American Petroleum Institute, 1985 Joint Association Survey
on Drilling Costs, Tables 2, 4, 6, and 7.



Additional Comments on H.B. 41
Relating to
Extended Corfidentiality of Oil and Gas \\ell Data

by

Dr. Fhilip E. Sorensen
April 2, 1987

At the time of my testimony before the House Finance Committee on March
19, 1987, saveral important isses were raised which required additional research.
The sections which follow provide additional information conceming these ques-
tas.

1L Inmy testimony, Istated that .. all four of the top ail producing states
in the US. (Teas, Alaska, Louisiana, and California) have provisions in law for
extending the protection of confidentiality (of well data) beyond two years.” A
member of the Committee questioned the conclusion that Texas presently permits
a periad of confidentaality 1N excess of two years. In clartfication of this question,
I have attached aopies of Texas Railroad Commission Rulle 16 (Log and Complletion
Report) and Sections 91.551 - 91.556 of the Texas Natural Resources Code. These
regullations indicate that Texas permits well logs to be kept confidential for periods
(Ijalilgree years for onshore wells and five years for wells drilled on submerged state

2 lpreviossly testified that H.B. 41 would reduce the incentive of firms to
daill eploratory vells In frottier areas because it would greatly reduce the
information advantage these fims miirht have In subsequent bidding for unleased
lands Innearby areas. 1would like t explain this point further.

Records of the AOGCC indicate that at lesst 17 exploratory vwells were
drilled in Alaska on the North Slope just prior to the 1969 Prudhoe Bay sale. All of
these wells were located near unleased acreage which was scheduled for sale within

a year or .

During the periad from late 1974 unal July 1979, no competitive ol and gas
lease sales were held by the state because of various lavsuits and the uncertainty
created by the Alaska Native Claims Settlement Act. Bploratory drilling adjacent
1o open lads in Alaska essentially stopped from 1974 through 1976, most likely
because firms plamning such drlling could not be sure they would be ablle to gain
any advantage from the drlling information they might dotain within the two year
period then provided for confidential ity of well data.

Five exploratory vells were drilled on the North Slope In 1977 in anticipation
of the planned joint federal/state Beaufort Sea lease sale. When this sale was
delayed, Alaska enacted legislation 1n 1978 to permit extended confidentiality for
these and future vwells. Subsequently, at lesst 21 exploratory wells were drilled on
the North Slope adjacent to unleased acreage. OF these 21 vells, 13 were drlled
near acreage Where no sale was schedulled or where a sale was schedulled to take
place at a time more than two years In the future. [t s reasonable to assume that
most, ifnot all, of these 13 wells would not have been drilled at that time In the
absence of Alada™s extended confidential ity statute.



3. It has been suggested that firms which drilll exploratory wells in frottier
areas do not actually provide free Information to other fims, even under a two-
year disclosure rule, because the firm doing the drilling s ale 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 fimm s later
included with other leases Ina potential producing unirit.  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 ad, as a reault, these wells may never have treir aosts shared. What 5
most Important to note In this regard s that ifan exploratory vwell s incapable of
production — and this s true of most exploratory wells — there isgererally no cost
equalization.

4. A statute providing for a fiveyear or a tenyear time period for
cothidential ity of vwell data would do less damage to exploratory drilling in Alaska
than a two-year time periad, as proposed in H.B. 41. But it should be recognized
that even a ten-year period of confidentiality would coflict with the extremely
log lead times inwlved iIn leasing frotder areas N Alaska.  Therefore, some
exploratory vells that woulld be drilled under the present statute will not be drillled.

It s attally important to the future of Alaska that additional frotier areas
in the state be explored and opened up for production. Bloratory drlling in
Alaska requires large 1nvestments of cgpital and the assumption of tremendous
nds. Those firms willing to make such Investments and assume such risks should
be accorded maximum protection of the information they dotain from drllirg, as B
otég; under the present Alaska statute providing for extended cotfidentiality of well
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My name is John A. Rpsder and | am employed as Senior Counsel
for Standard Alaska Production Company in Anchorage. I have
been employed in this capacity by Standard or its affiliate, BP
Alaska, Inc., since 1974 and served iIn the Department of Law as
an Assistant Attorney General from 1971 to 1974. During this
time, I have been almost exclusively involved In natural
resource law In Alaska. M purpose in testifying today is to
discuss the constitutional Ilimitations in making public data
from wells drilled on private or native land. Previously,
Standard has indicated to this Committee that it does not favor
HB 41 on policy grounds.

HB 41 seeks to repeal provisions of AS 31.05.035(c) which were
adopted iIn 1978, and which now permit the Commissioner,
Department of Natural Resources (DNR) to determine if
information from oil and gas wells drilled in Alaska should be
held by the Alaska Oil and Gas Conservation Commission (AOGCC)
on a confidential basis, rather than released to the public
after two years as would otherwise be provided under that

section.

In the process of reviewing HB 41, | have come to the
conclusion that the present structure of AS 31.05.035(c) may
have significant constitutional flaws as it would be required
to be applied to private (Native) lands regardless of the
policy questions presented by HB 41. Removal of the
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Commissioner's discretion would almost certainly cause the
provision to be administered contrary to constitutional

limitations.

While the AOGCC, in the exercise of its statutory oil and gas
conservation responsibilities, clearly has authority to require
the submission of data from wells drilled on private lands, the
public release of economically valuable data from private lands
(which some authorities have called the "speculative value" of
land) is difficult to support as a valid exercise of the
State's police power, and this is particularly true In the
context of Alaska's difficult and time-consuming exploration
environment. Premature release of such data destroys its
commercial value to the landowner, and may subject the State to
liability for an unpermitted "taking" of that value without
compensation. Retroactive application of HB 41 also destroys
the priority value of data from wells drilled on private lands.

Private ownership of the mineral estate in Alaska was virtually
unknown prior to the implementation of the Alaska Native Claims
Settlement Act and the acquisition by Regional Corporations of
mineral rights in the subsurface of Native lands. The lack of
private lands is one of the unique aspects of land management
in Alaska.

As originally enacted in 1960, the confidentiality provision
provided an automatic two-yea; period of confidentiality for
data submitted from wells drilled in Alaska. This section was
amended in 1970 to establish a separate section, AS 31.05.035,
and provided that certain iInformation be made immediately
available to the public. In 1978, the section was again
amended to its present form to provide a means of holding data
confidential beyond the 24-month automatic period where the
value of unleased lands might be affected by the information.



of
data obtained by the State's oil and gas lessees,
it iIs important to understand that, as applied to State lands,
no real constitutional issue was or 1iIs presented by the
prospective application of the submittal requirements. As
applied to State lands, the issue of the duration of a
confidentiality requirement, and the conditions under which it
can be extended, is a policy matter to be decided by the
legislature. As previously stated to this Committee, Standard
feels a mechanism to extend the period of confidentiality on
State lands is vital to the continued drilling of exploration
wells in frontier areas, and should be retained as a matter of
policy.

The issue iIs quite different with respect to private lands. As
I will discuss later, the issue with respect to private lands
concerns the exercise of the State's police power iIn the
context of applicable constitutional limitations. The issue
has rarely been raised in Alaska due to the manner in which the
1978 amendments to Section 35 have been implemented.
Apparently the Commissioner, DNR, has made a determination with
respect to private lands as well as State lands. In fact, of
the 13 wells now assigned extended confidentiality status,
eight are on Native lands.

Previously, this Committee has received a copy of a letter from
former Commissioner Robert E. LeResche to Texaco, Inc.
concerning a well drilled on Native lands in which he raised
the issue of the applicability of the 1978 amendment to Section
35 to private lands. Commissioner LeResche decided to hold the
data from the well confidential pending clarification of the
law. No regulations were adopted concerning the applicability
of Section 35(c) to private lands, and the DNR continued to
deal with both private and State lands in the same manner.



Thus, to date the issue of a possible taking of the speculative
value of private lands under these circumstances has been

avoided.

The right of a landowner to keep information concerning his
mineral estate confidential has been recognized iIn the United
States for some time. Attached to my statement is a listing of
material your staff may find useful which discusses this
right. The property right has most often been examined In
connection with a trespass committed by a third party in which
geologic information affecting the value of the land was made
public without the permission of the landowner. The trespass
is said to have destroyed the speculative value of the Iland,
the right of the Jlandowner to hold such information
confidential in the expectation of obtaining valuable
consideration from others wishing to explore on his land.

Almost all oil-producing states recognize this right In
requiring landowners to file information on oil and gas wells
with conservation agencies, as almost all make some provisions
for the landowner to automatically, or by application, protect
the right of confidentiality.

At least one reported case involved the assertion by a lessee
that the requirement to file such data was a taking of property
without compensation, where, in the judgment of the lessee, an
inadequate period was allowed Iin which the data was to be kept
confidential. In this case, a copy of which is attached to my
statement, the Kansas Corporation Commission (the equivalent of
the AOGCC) had refused to grant an exemption to a two-year
confidentiality provision on the grounds that the existing
regulations adequately protected the speculative value of the
lands held by the oil and gas lessee. The court upheld the
Commission's decision. The importance of the case is the clear
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Commission merely decided that in this instance a two-year
period was adequate.

In Alaska, I believe the automatic two-year period of
confidentiality which would remain in AS 31.05.035(c) if HB 41
iIs passed iIs not adequate to protect the speculative value of
well data from private lands. The 1long development times,
difficult environmental conditions and extreme distance from
markets which impede oil and gas; development in Alaska are well
known to the Committee and need not be repeated here, but these
obstructions to development usually result in geologic
information retaining its commercial value for much longer
times than in the rest of the United States. Inpractice,
geologic data from wells drilled on private lands may remain
valuable for commercial purposes for many years, and some
mechanism needs to be included in AS 31.05.035(c) to extend the
period of confidentiality to protect the speculative value of
such lands. In this respect, Alaska has distinctly different
requirements from other oil-producing states.

On the other hand, there seems to be little need to include
development wells, wells drilled 1iIn producing, reservoirs,
(either on private or State land) In any system intended to
protect the speculative value of private or State Ilands,
Elimination of this requirement would ease a significant
administrative burden on the AOGCC.

In conclusion, Standard, as previously stated to the Committee,
feels the present provisions of AS 31.05.035(c) should be
retained, both as a sound policy to encourage the drilling of
exploration wells on State land and to protect the speculative
value of private lands as required by Alaska's Constitution.



Authorities Discussing Description of Speculative Value

For general background see:

1. 1 H Williams & C. Meyers, Oil and Gas Law 8§ 229-230
(1986).

2. 1 W. Summers, The Law of Oil and Gas. 88 21-40 (2d ed.
1954 & Supp. 1986).

Concerning constitutional limitations see:

1. Retroactive application of HB 41. Norton v. Alcoholic
Beverage Control Board, 695 P.2d 1090 (Alaska 1985).

2. Unconstitutional takingof private property.
Ruckelhaus v. Monsanto Co., 104 S. Ct. 2862 (1984); State V.

Hammer, 550 F.2d 820 (Alaska 1976).



STATEMENT OF STANDARD ALASKA PRODUCTION COMPANY

CS for House Bill No- 41 (Finance)

t
The most recent version of HB 41 allows the Department of Natural

Resources access to data from wells held confidential by the
Alaska Oil and Gas Conservation Commission, without distinguishing
between private or State lands- While Standard does not object

TO THIS PROVISION WITH RESPECT TO WELLS DRILLED ON LANDS BELONGING
to the State, Standard believes there 1is no legitimate basis for
ALLOWING THE DEPARTMENT OF NATURAL RESOURCES ACCESS TO DATA FROM

PRIVATE LANDS-

The State and private landowners are competitors in selling oil
AND GAS LEASES- THE STATE SHOULD NOT BE ALLOWED TO ACQUIRE
VALUABLE COMMERCIAL DATA FROM PRIVATE LANDS UNDER THE GUISE OF
DISCHARGING STATUTORY DUTIES TO DEVELOP LANDS BELONGING TO 1IT-
Standard believes that such action would be taking of private
PROPERTY AND NOT SUPPORTABLE UNDER THE DUTIES ASSIGNED TO THE

Department of Natural Resources by statute-

Standard also questions the Jlanguage 1in the new draft of HB 41
WHICH ALLOWS INFORMATION FROM EXPLORATORY OR STRATEGRAPHIC TEST
WELLS TO BECOME PUBLIC AFTER 1991- WE HAVE TESTIFIED PREVIOUSLY
THAT ALLOWING THIS TYPE OF [INFORMATION TO BECOME AVAILABLE TO
COMPETITORS WILL MOST ASSUREDLY DAMPEN INTEREST IN EXPLORATORY
DRILLING- There will be fewer exploratory wells drilled AFTER

1991 IF this provision is enacted into law-








