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OFFERED IN THE HOUSE BY MENARD

TO: DRAFT CSHB 55( )

Page 1, line 7, after "Commission":

Insert ", and transferring its responsibility for reinjected water to

the Department of Environmental Conservation"

Page 3, following line 15:

Insert new bill sections to read:

"* Sec. 6. AS 46.03.100(d) is amended to read:

(d) This section does not apply to injection projects permitted

under AS 46.03.055 [AS 31.05.030(h)].

* Sec. 7. AS 46.03 is amended b adding a new section to read:

Sec. 46.03.055. REINJECTED WATER. (a) The department may take

all actions necessary to allow the state to acquire primary enforce­

ment responsibility under 42 U.S.C. 300h-4 (Safe Drinking Water Act of 

1974, as amended, 42 U.S.C. 300f-300j) for the control of underground

injection related to the recovery and production of oil and natural

gas.

(b) The commissioner may not deny public access to information 

that is required to be disclosed under 42 U.S.C. 300h-4.

* Sec. 8. AS 31.05.030(h) and 31.05.035(e) are repealed.

* Sec. 9. TRANSITION. All litigation, hearings, investigations, and

other proceedings pending under a law amended or repealed by this Act, or

A M E N D M E N T

- 1 -  4 / 3 / 8 9
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in connection with functions transferred by this Act, continue j.n effect 

and may be continued and completed notwithstanding a transfer or amendment 

or repeal provided for in this Act. Certificates, orders, and regulations 

issued or adopted under authority of a law amended or repealed by this Act 

remain in effect for the term issued, or until revoked, vacated, or other­

wise modified under the provisions of this Act. All contracts, rights, 

liabilities, and obligations created by or under a law amended or repealed 

by this Act, and in effect on the effective date of this Act, remain in 

effect notwithstanding this Act's taking effect. Records and other prop­

erty of the Oil and Gas Conservation Commission held for purposes of admin­

istration of AS 31.05.030(h) are transferred commensurate with the pro­

visions of this Act to the Department of Environmental Conservation."

Renumber the following bill sections accordingly.

- 2 - 4 / 3 / 8 9
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Original sponsor: Rules/Governor

e o 06791 iE
Chenoweth
A /3 / 8 9

1

2

3

4

5

6

7

8 

9

10

11

12 L
13 !'

14
i

15
|

16'

”(
18 I*

'i
19

l22 i

fi
23 1 

■  
25

26

27

28 

29

IN THE HOUSE

CS FOR HOUSE BILL NO. 55 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE FIRST SESSION

A BILL

For an Act entitled: "An Act relating to the A l a s k a  Oil and Gas Conserva­

tion Commission; changing a court rule, Rule; 732 of 

the Uniform Rules of C r i minal Procedure, adopted by 

the Alaska Supreme Court under its constitutional 

rule-making authority; and providing for an effective 

d a t e ."

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

* Section 1. AS 31.05.027 is amended to read:

Sec. 31.05.027. LAND SUBJECT TO COMMISSION'S AUTHORITY. The

authority of the commission applies to all land in the state lawfully

subject to its police p o w e r s , including [. IT APPLIES TO] land of the 

United States and [OR TO] land subject to the jurisdiction of the 

United States [ONLY TO THE EXTENT THAT CONTROL AND SUPERVISION OF 

CONSERVATION OF OIL AND GAS AND PREVENTION OF WASTE BY THE UNITED 

STATES ON ITS LAND FAILS TO CARRY OUT THE INTENT AND PURPOSES OF THIS 

C H A P T E R , AND OTHERWISE APPLIES TO FEDERAL LAND SO FAR AS AN OFFICER OF 

THE UNITED STATES HAVING JURISDICTION, OR AN AUTHORIZED REPRESENTA­

TIVE, SHALL APPROVE ANY OF THE PROVISIONS OF THIS CHAPTER OR ORDERS 

OF THE COMMISSION WHICH AFFECT LAND], The authority of the commission 

further applies to all land included in a voluntary cooperative or 

unit plan of development or operation entered into in accordance with 

AS 38.05.180(p).

* Sec. 2. AS 31.05.070(a) is amended to read:

(a) The commission may summon witnesses, administer oaths, and

-1- CSHB 53( )
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require Che production of records, books^ and documents for examina­

tion at a hearing or investigation conducted by it. [A PERSON MAY NOT 

BE FXCUSED FROM ATTENDING AND TESTIFYING, OR FROM PRODUCING BOOKS, 

PAPERS AND RECORDS BEFORE THE COMMISSION OR A COURT, OR FROM OBEDIENCE 

TO THE SUBPOENA OF THE COMMISSION OR A COURT, ON THE GROUND OR FOR THE 

REASON THAT THE TESTIMONY OR EVIDENCE, DOCUMENTARY OR OTHERWISE, 

REQUIRED OF THAT PERSON MAY TEND TO INCRIMINATE OR SUBJECT THAT PERSON 

TO A PENALTY OR FORFEITURE.] This section does not require a person 

to produce books, papers^ or records, or to testify in response to an 

inquiry not pertinent to a [SOME] question lawfully before the commis­

sion or court for determination. If a witness claims the privilege 

against self-incrimination, the commission may request the attorney

general to apply to the superior court under AS 12.50.101 for an order

compelling testimony [A NATURAL PERSON IS NOT SUBJECT TO CRIMINAL 

PROSECUTION OR TO A PENALTY OR FORFEITURE FOR OR ON ACCOUNT OF ANY 

TRANSACTION, MATTER OR THING CONCERNING WHICH, IN SPITE OF OBJECTION, 

THAT PERSON MAY BE REQUIRED TO TESTIFY OR PRODUCE EVIDENCE, DOCUMEN­

TARY OR OTHERWISE, BEFORE THE COMMISSION OR COURT, OR IN OBEDIENCE TO 

ITS SUBPOENA. HOWEVER, A PERSON TESTIFYING IS NCf EXEMPT FROM PROSE­

CUTION AND PUNISHMENT FOR PERJURY COMMITTED IN SO TESTIFYING].

* Sec. 3. AS 31.05.150(a) is amended to read:

(a) A person who [WILFULLY] violates a provision of this chap­

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

chapter^ is liable for [SUBJECT TO] a civil penalty of ncD [NOT] more 

than $5,000 a day [$1,000] for each dav [ACT] of violation [AND FOR 

EACH DAY THAT THE VIOLATION CONTINUES], unless the penalty for viola­

tion is otherwise provided for and made exclusive in this chapter.

* Sec. A. AS 31.05.150(b) is amended to read:

(b) A (IF A) person w h o , for the purpose of evading this chapter
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[ , ) or any regulation or order of the commission adopted under this 

chapter, knowingly commits an act specified in AS 11.46.630(a) is 

guilty of a class A misdemeanor [WILFULLY MAKES OR HAS MADE A FALSE 

ENTRY IN A REC , ACCOUNT OR MEMORANDUM REQUIRED BY THIS CHAPTER, OR 

BY A REGULATION OR ORDER, OR WILFULLY OMITS'., OR CAUSES TO BE OMITTED, 

FROM A RECORD, ACCO U N T OR MEMORANDUM, FULL, TRUE AND CORRECT ENTRIES 

AS REQUIRED BY THIS CHAPTER, OR BY A REGULATION OR ORDER, OR REMOVES I 

FROM THE STATE OR DESTROYS, MUTILATES, ALTERS OR FALSIFIES SUCH RE- |

CORD, ACCOUNT OR MEMORANDUM, THE PERSON IS GUILTY OF A MISDEMEANOR, I
I

AND UPON CONVICTION IS PUNISHABLE r Y A FINE OF NOT MORE THAN $5,000,

OR BY IMPRISONMENT IN JAIL FOR NOT MORE THAN SIX MONTHS, OR BY BOTH).

Sec. 5. AS 31.05.150 is amend 1 by adding a new subsection to read:

(f) A person who knowir 1ates a regulation or order of the I
i

commission is guilty of a misdemeanor punishable by a fine of no more 1 

than $5,000 a day for each day of violation.

* Sec. 6. Section 2 of this Act has the effect of changing Rule 732 of J 
the Uniform Rules of Criminal Procedure, adopted by the Alaska Supreme 

Court in State v. Serdahely, 635 P . 2d 1182 (Alaska 1981), It changes the 

immunity granted a witness for compelled testimony from "transactional" 

immunity to "use" immunity.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

-3- CSHB 55( )
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HOUSE COMMITTEE REPORT

. FURTHER REFERRALS: JUDICIARYDate Referred: January 9, 1989 

Date of Committee Action:

The RESOURCES Committee recommends that:

HOUSE BILL NO. 55 [OIL & GAS CONSERVATION COMMISSION]
MAn Act relating to the Alaska Oil and Gas Conservation Commission; 
changing a court rule; and providing for an effective date "

[)£] be replaced w i t h  C  S H  ft 5 S  ( Q e s )  

[ ] have attached amendment(s)

[ ] the same title
a new title

sX

ADOPTS:

do pass 
do not pass 
no recommendation 
individual recommendations 
additional referral to the Committee

fe- % letter of intent

ATTACHES N E W  FISCAL NOTE(s): 

[ ] fiscal impact

C ] zero fiscal note

[ ] zero with analysis

APPROVES PREVIOUS:

[ ] fiscal note(s) published:

*

C^\3 zero fiscal notes(s) published:

L 3 M  ten j  & 2 1  M k

SIGNING OTHER THAN DO PASS:
(Do Not Pass, No Recommendation, Amend)
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l̂aeka jState ĝislature
housk o r  I'Kri'teasNTATivt* 

COMMITTEE ON RESOURCES

r o u c H v
JU NC AU .  ALASKA •  • • • •  

I  SOT I 4 l l l 7 t l

Letter of Intent 
for

CS HB 55 (RES)

Letter of Intent

It is the intent of the legislature that the administration 
examine the possibilities of moving all or a portion of the 
responsibility for the underground injection control (UIC) 
program from the Alaska Oil and Gas Conservation Commission to 
the Department of Environmental Conservation by Executive 
Order or examine the possibility of accomplishing this 
function through an inter-agency agreement. It is the intent 
of the legislature that the agency/agencies with control over 
the program conduct sufficient inspections of the types of 
substances being injected and provide for adequate public 
participation during all phases of the UIC program. It is 
further the intent of the legislature that the agency/agencies 
assigned the responsibility be best suited to protect Alaska's 
ground water.

Co-Chairman Co-Chairman
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IN THE HOUSE

CS FOR HOUSE BILL NO. 55 ( $ 2 $  >

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an A ct cnticied: "An A ct relating to the Alaska Oil and Gas Conserva­

tion Consnlnalon: changing a court rule. Rule 732 of 

the Uniform Rules of Criminal Procedure, adopted by

the Alaska Supreme Court under Its constitutional

rule-making authorltyi and providing for an effective 

date."

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

* Section 1. AS 31.05.027 Is amended to read:

Sec. 31.05.027. LAND SUBJECT TO  C O M M I S S I O N’S AUTHORITY. The

authority of  the consalsslon applies to all land In the state lawfully

subject to its police p o w e r s . Including [. IT APPLIES TO] land of the 

United States and (OR TO] land subject to the jurisdiction of the 

United States fONLY T O  THE EXTENT THAT CONTROL AND SUPERVISION OF

CONSERVATION OF OIL A ND CAS AND PREVENTION O F  WASTE BY THE UNITED

STATES ON ITS LAND FAILS TO CARRY OUT THE INTENT AND PURPOSFS O F  THIS 

CHAPTER. A N D  OTHERWISE APPLIES TO FEDERAL LAND SO FAR AS AN OFFICER OF 

THE UNITED STATES HAVING JURISDICTION. O R  AN AUTHORIZED REPRESENTA­

TIVE, SHALL APPROVE A NY OF THE PROVISIONS OF THIS CHAPTER OR  ORDERS 

OF THE COMMISSION WHICH AFFECT LAND]. The authority of the commission 

further applies to all land Included In a voluntary cooperative or 

unit plan of development or operation entered Into In accordance with 

AS 38.05.IBOlp?.

* Sec. 2. AS 31.05.070(a) Is amended to read:

(a) The rccstsslon may summon wltnetsrs, administer oaths, and

CSHB 5 5 & b  )A



require the production of r e c ords, booksA and documents for e x amina­

tion at a hearing or Investigation conducted by It. |A PERSON HAY NOT 

BE EXCUSED FROM ATTENDING AND TESTIFYING, OR FROM PRODUCING BOOKS, 

PAPERS AND RECORDS BEFORE THE COMMISSION OR  A COURT, OR FROM OBEDIENCE 

TO THE SUBPOENA OF  THE COMMISSION OR A  COURT, ON THE GROUND OR FOR THE 

REASON THAT THE TESTIMONY OR EVIDENCE. DOCUMENTARY OR OTHERWISE. 

REQUIRED OF THAT PERSON M AY TEND TO  INCRIMINATE O R  SUBJECT THAT PERSON 

TO A PENALTY OR FORFEITURE.) Thin section does not require a person I 

to produce books, papers^ or records, or to testify In response to an 

Inquiry not pertinent to a (SOME) question lawfully before the c o m m i s­

sion or court for determination. If a witness claims the privilege 

against self-Incrimination. the commission nav request the attorney I 

general to apply to the superior court under AS 12.50.101 for an order 

compelling testimony [A NATURAL PERSON IS NOT SUBJECT TO CRIMINAL 

PROSECUTION O R  TO A PENALTY OR FORFEITURE FOk OR  OS ACCOUNT O F  ANY 

TRANSACTION. MATTER OR THING CONCERNING WHICH. IN SPITE OF OBJECTION. 

THAT PERSON M AY BE REQUIRED TO TESTIFY O R  PRODUCE EVIDENCE. D O C U M E N­

TARY OR OTHERWISE, BEFORE THE COMMISSION OR  COURT, OR IN OBEDIENCE TO 

ITS SUBPOENA. HOWEVER, A PERSON TESTIFYING IS N OT EXEMPT FROM PROSE­

CUTION AND PUNISHMENT FOR PERJURY COMMITTED IN SO TESTIFYING).

Sec. 3. AS 31.03.150(a) la amended to read:

(a) A person who [WILFULLY) violates a provision of this c h a p­

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

chapter^ is liable for (SUBJECT TO) a c l v l 1 penalty of no (NOT) more 

than S5.000 a day ($1,000) for rach dav (ACT' of violation (AND FOR 

EACH DAY THAT THE VIOLATION CO N T I N U E S ) . unieas the penalty for v i o l a­

tion Is otherwise provided for and nadr exclusive in thle chapter.

Sec. 4. AS 31.05.150(b) la amended to read:

<b) A (IF A) paraon w h o , for the purpoae of evading this chapter 

53( > -2-



1 I ,) or any regulation or order of the commission adopted under this

7 chapter, knowingly commits an net specified In AS 11.46.630(a) Is

3 guilty of q class A p lsdeaennor (WILFULLY HAKES O R  HAS MADE A  FALSE

« ENTRY IN A RECORD, ACCOUNT OR MEMORANDUM REQUIRED BY THIS CHAPTER, OR

i BY A REGULATION OR ORDER, O R  WILFULLY OMITS. OR CAUSES T O  BE OMITTED.

« FROM A RECORD, ACCOUNT OR MEMORANDUM, FULL, TRUE AND CORRECT ENTRIES

f AS REQUIRED BY THIS CHAPTER. OR BY A REGULATION OR ORDER, OR REMOVES

« FROM *HE STATE OR DESTROYS. MUTILATES. ALTERS OR FALSIFIES SUCH RE- |

0 CORD, ACCOUNT O R  MEMORANDUM, THE PERSON IS GUILTY OF A MISDEMEANOR, 1

'0 A N D  UPON CONVICTION IS PUNISHABLE BY A FINE OF NO T  MORE THAN S5.000.

"  OR  BY IMPRISONMENT IN JAIL FOR NOT MORE THAN SIX MONTHS, O R  BV BOTH],

* Sec. 5. AS 3 1 . 0 5 . ISO le ar.ended by adding a new subsection to read:

(f) A person w h o  knowingly violates a regulation or order of  the 

14 coanlssion Is guilty of a olsdcaeanor punishable by a fine of n o  aore

14 than $5,000 a dev for each day of violation.

* Sec. 6. Section 2 of  this Act has the effect of changing Rule 732 of

,7 the Uniform Rules o f  Crlalnal Procedure, a d o pted by the Alaska Suprcac

'* Court In State v. Serdahely, 635 P.2d 1182 (Alaska 1981). Ir changes the

,9 lscunlty granted a witness for cospelled testimony from "transactional"

70 lsctunlty to "use" lcxsunlty.

31 * Sec. 7. This A ct takes effect lasedlately under AS 01.10.070(c).

77

71

i
M  
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CSHB 35( )



Mu s e  c o m m i t t e e  r e p o r t

Date Referred: /Apfil 17, 1909 FURTHER REFERRALS:

Date of Commituco Action: Li~ I *7 - / O

The J U D I C I A R Y  Committee considered: HB_55

HOUSE D I L L  NO. 55 [OIL & GAS CONSERVATION COMMISSION]
"An Act relating to the Alaska Oil and Gas Conservation Commission; 
changing a court rule; and providing for an effective date."

RECOMMENDATIONS:
be replaced with

have attached amendment(s) 

do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the

[ ] the same title
a new title

Committee

ADOPTS:

ATTACHES N E W  FISCAL NOTE ( s ) :
(Dept)

[ ] fiscal impact______________

[ ) zero fiscal note___________

[ ] zero w i t h  analysis________

_letter of intent

APPROVES PREVIOUS:

[ ] fiscal note(s)

(Date/Dept)

[ * ] zero fiscal note (s)

( ] zero fn/analysis_______________

SIGNING E Q  PASS: SIGNING: 
(qigck,appr

£ U - l b >

A7 .zL W / 5

*
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O r ig in a l  s p o n s o r (s ) : Rules/Governor

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE B ILL  NO. 55 ( J u d ic ia r y )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  SECOND SESSION

A B IL L

x or an Act e n t i t l e d :  "An A ct r e l a t i n g  to the A laska O i l  and Gas Conserva­

tion  Commission."

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

* Sec t io n  1. AS 31.05.027 is  amended to read :

Sec. 31 .05.027. LAND SUBJECT TO COMMISSION’ S AUTHORITY. The

a u th o r ity  o f the commission a p p l ie s  to  a l l  land in  the s t a t e  la w fu l ly

su b ject  to i t s  p o l ice  powers, in c lu d in g  [ .  IT  APPLIES TO] land o f  the 

United S ta te s  and [OR TO] land su b jec t  to the j u r i s d i c t i o n  o f  the 

United S ta te s  [ONLY TO THE EXTENT THAT CONTROL AND SUPERVISION OF 

CONSERVATION OF OIL AND GAS AND PREVENTION OF WASTE BY THE UNITED 

STATES ON ITS LAND FA ILS TO CARRY OUT THE INTENT AND PURPOSES OF THIS 

CHAPTER, AND OTHERWISE APPLIES TO FEDERAL LAND SO FAR AS AN OFFICER OF 

THE UNITED STATES HAVING JURISDICTION, OR AN AUTHORIZED REPRESENTA­

T IVE , SHALL APPROVE ANY OF THE PROVISIONS OF THIS CHAPTER OR ORDERS 

OF THE COMMISSION WHICH AFFECT LAND], The a u th o r ity  o f the commission 

fu r th e r  ap p lies  to a l l  land inc luded  in a vo lu n ta ry  co o p era t iv e  or 

u n it  plan o i development or o p e ra t io n  entered  in to  in  accordance w ith  

AS 38 .05 .180 ( p ) .

*  Sec . 2. AS 3 1 .05 .1 50 (a ) is  amended to read :

(a )  A person who [WILFULLY] v io l a t e s  a p ro v is io n  o f th is  chap­

t e r ,  or a re g u la t io n  or order o f  the commission adopted under th is  

chapter^  is  l i a b l e  fo r  [SUBJECT TO] a c i v i l  pena lty  o f  no [NOT] more 

than $5,000 a day [$1 ,000 ] fo r  ench day [ACT] o f v io l a t io n  [AND FOR 

EACH DAY THAT THE VIOLATION CONTINUES], un less  the pena lty  fo r  v i o l a -

- 1 -  CSHB 55(Jud)
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t ion  is  o therw ise  provided for and made e x c lu s iv e  in th is  chapter.

* Sec. 3. AS 31 .0 5 .150 (b ) i s  amended to read :

(b ) A ( I F  A] person who, fo r  the purpose o f  evading th is  chapter

( , ]  or any r e g u la t io n  or order o f  the commission adopted under th is  

chapter, knowingly commits an a c t  s p e c i f ie d  in  AS 11 .46 .630 (a ) is  

g u i l t y  of a c la s s  A misdemeanor [WILFULLY MAKES OR (IAS MADE A FALSE 

ENTRY IN A RECORD, ACCOUNT OR MEMORANDUM REQUIRED BY THIS CHAPTER, OR 

BY A REGULATION OR ORDER, OR WILFULLY OMITS, OR CAUSES TO BE OMITTED, 

FROM A RECORD, ACCOUNT OR MEMORANDUM, FULL, TRUE AND CORRECT ENTRIES 

AS REQUIRED BY THIS CHAPTER, OR BY A REGULATION OR ORDER, OR REMOVES 

FROM THE STATE OR DESTROYS, MUTILATES, ALTERS OR FA L S IF IE S  SUCH RE­

CORD, ACCOUNT OR MEMORANDUM, THE PERSON IS  GUILTY OF A MISDEMEANOR, 

AND UPON CONVICTION IS  PUNISHABLE BY A F IN E OF NOT MORE THAN $5,000, 

OR BY IMPRISONMENT IN JA IL  FOR NOT MORE THAN S IX  MONTHS, OR BY BOTH).

* Sec. 4. AS 31.05.150 is  amended by adding a new su bsec tion  to read:

i f )  A person who knowingly v io l a t e s  a r e g u la t io n  or order o f the 

commission i s  g u i l t y  o f  a misdemeanor punishab le  by a f in e  o f no more 

than $5,000 a day fo r  each day o f v io l a t i o n .

CSHB 55<Jud) -2-



STANDARD A L A S K A  PRODUCTION COMPANY

STATEMENT ON HB 186 - March 17, 1988

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

In Alaska's unique frontier environment, years may elapse 
b e t w e e n  the drilling of an exploratory well and the d i s p o s i t i o n  
of unleased acreage nearby. Almost any well yields significant 
i nfo r m a t i o n  about nearby lands, both State and private, and has 
c o n s i d e r a b l e  commercial value. Alaska exploratory wells are 
e x t r e m e l y  expensive. The capital Investment required to drill 
a well i8 simply not justified unless the information obtained 
ther e b y  is maintained in a confidential status until near b y  
lands are leased. Therefore, Standard believes the proposed 
language on lines 2 and 3 on page 2 of KB 186 should be 
eliminated.

Standard has consistently objected to -the removal of 
prov i s i o n s  providing protection for e x ploratory wells, 
d e l i n e a t i o n  wells or development wells which are deepened to 
new horizons. However, Standard has no objection tc* the 
immediate release of information from wells drilled stric ly in 
a d e velopment setting. Accordingly, Standard wo u l d  support 
p r ovisions relieving the Alaska Oil and Gas C o n s e r v a t i o n  
C o m m i s s i o n  from this administrative burden.

Standard believes the encouragement of the drilling of 
e x p l o r a t o r y  wells on all lands is in the overall best interest 
of the State and is the key to continued development of the oil 
and gas industry in Alaska. Unless provisions are made for 
p r o t e c t i o n  of information obtained from this activity, no 
incentive will t *st to engage in exploration in areas where 
d e v e l o p m e n t  could require decades.
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B E F O R E  T H E  A L A S K A  H O O S K  O F  REPRESENTATIVES 

R E S O U R C E S  C O M M I T T E E
____________ R E G A R D I N G  H O U S E  BILL 186____________

By J. R. Canon

Thank you, Mr. Chairman. My name is John Carson. I am the Chief Geologist for 

Chevron U.S.A.'s Western Region. I have been a petroleum geologist for 32 years 

and have spent nearly two-thirds of that time working on Alaska exploration. I 

speak today on behalf of Chevron. I appreciate the opportunity to testify on this 

matter of importance to both the State and the petroleum industry. My remarks 

will be brief. I will be glad to answer questions.

Chevron opposes Section 2 of House Bill (HB) 186 which amends AS 31.05.035(c). 

The Issue is extended confidentiality of well data. HB 186 proposes restricting  

eligibility for extended confidentiality to exploratory wells only ar.J to further 

restrict eligibility to only those wells drilled on state lands.

As we stated in testimony during last year's session with reference to HB 41, 

Chevron believes the current law is fair, well-intended, and in the best interest of 

the State as well as the industry. I  w ill not repeat that total testimony here today, 

but will sum it  up by saying we feel that the opportunity to apply for extended 

confidentiality encourages operators to expend risk capital in the search for oil and 

gas; they can count on their sensitive data being held from other operators while 

waiting for a sale to be scheduled and held. Further, the surrounding landowners 

will receive higher sale bids and leasing bonuses if  the data are held confidential. 

The benefit to all w ill be increased drilling over a long period of time which should 

lead to discovery of more reserves. For your further Information, we have 

attached a copy of Chevron's testimony on HB 41 offered last April.
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Chcvron's objections to See. 2 of MB 180 are twofold: first, the lim itation of

extended confidentiality to exploratory wells, and second, the elimination of 

extended confidentiality provision for wells drilled on lands other than those owned 

by the State.

Chevron has no objoction to routine development wells being excluded from 

eligibility; however, problems arise when delineation or development wells drilled 

below the producing zones are not afforded confidential status. Such wells may not 

fall in the State's definition of exploratory wells. Often, the data from these wells 

is highly critical. Provisions should be made to cover these wells as well os 

stratigraphic tests which are drilled solely to gain information about the rocks in 

the subsurface.

In discussing the lim itation of extended confidentiality to wells drilled on state 

lands, I would like to make three points: I )  oil knows no political boundaries, 2) the 

AOGCC's obligation is to protect all landowners, and 3) the makeup of landowner- 

ship In Alaska, which confirms the need for the current law.

Oil and gas accumulations and their accompanying rock formations have no 

coincidence with or regard for political boundaries. Consequently, enacting 

legislation that discriminates as to ownership Is futile. Oil is where you find it and 

accumulations are rarely on one landowner's domain. Prudhoe Bay is a notable 

exception.

The AOGCC is empowered to subject Its policing authority to all lands of the state 

regardless of ownership (Sec. I  of HB 186 clarifies this authority). This authority 

should carry with it  an obligation to protect, as well as police, a ll of the
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landowners of the state. Surely, the federal government and private landowners, 

whether they be Alaska natives or individuals, deserve the same protection as the 

State. If  HB 186 is enacted, operators would tend to drill on state lands to the 

detriment of tho private landowner and the federal government.

An argument for relaxation of extended confidentiality is that the law was enacted 

for a special situation — the Beaufort Sea Sale of 1979 — and is no longer needed. 

We believe the policy considerations which gave rise to the law remain wholly 

applicable today. There are too many variables In the Alaska political scene to 

assure sales coming o ff as scheduled. In addition, the 6,640-mile long coast line of 

Alaska has the same multiple landownership at every mile that was responsible for 

sale delays in the Beauforc in 1979. The 1979 sale may have been unique in that 

the two government agencies were able to work out a joint sale. Typically state 

and federal agencies hold sales at different times in the same area while private 

landowners lease when the demand exists. This complication of various leasing 

dates is the reason that extended confidentiality eligibility on aU lands is so 

important.

HB 186 acknowledges that extended confidentiality for exploratory well data is 

appropriate, but unfairly lim its its e ffec t to wells drilled on state lands.

As presently drafted, HB 186 would apply to well data presently on file  with the 

State. We have previously expressed our grave concern with this type of 

retroactive legislation. The present version of HB 41 recognizes these concerns. 

That b ill has been amended to prevent retroactive consideration. A similar 

amendment should be made to HB 186.



In summary, AS 31.05.035(c) currently provides protection for all parties con­
cerned; the state, the landowners, and the operators. Continuation of this law

unchanged will, in the long run, encourage drilling for oil and gas and, hopefully, in

finding new reserves which w ill offset foreign oil dependency and strengthen

Alaska's economy.

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



■ t c v e : c o w p c r

S t a t e  o r  A l a s k a

o f f i c e  o r  t h e  g o v e r n o r

i l  U  N  B  A  U

January 9, 1989

The Honorable Sam Cotten 
Speaker of the House 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Representative Cotten:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to the 
Alaska Oil and and Gas Conservation Commission (commission). 
This bill offers revisions to AS 31.05 to improve the 
state's underground injection control (UIC) program for 
injection wells related to the recovery and production of 
oil and natural gas (Class II wells) . It also conforms 
certain sections of AS 31.05 to the revised criminal code, 
and removes unnecessary restrictions on the commission's 
authority to regulate oil and gas activities.

The primary reason for this bill is the need to improve the 
state's UIC program to ensure continued federal funding. In 
1984, CSHB 6 8 0 (LSC) was enacted (ch. 91, SLA 1984). It au­
thorized the cc nission to "take all actions necessary to 
allow the state to acquire primary enforcement responsibil­
ity under 42 U.S.C. 300h-4 (Safe Drinking Water Act of 1974, 
as amended, 42 U.S.C. 300f —  300j) , for the control of 
underground injection related to the recovery and production 
of oil and natural gas." AS 31.05.030(h). The commission 
prepared an application for a state UIC program for Class II 
wells, which was approved by the U.S. Environmental P r o­
tection Agency (EPA) in June 1986.

In their review of the state's UIC application, EPA staff 
identified certain provisions in AS 31.05 which could be 
amended to improve the state's proposed program. This set 
of amendments is now proposed as required under the terms of 
a memorandum of agreement between the commission and EPA, 
Region 10. If the changes requested by the EPA are not 
made, continued federal funding for the UIC program would 
possibly be jeopardized. During its periodic aidits of the 
state's UIC program, EPA inquires as to the status of these 
a me n d m e n t s .
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Another set of amendments, to the criminal provisions of AS
31.05, is recommended by the criminal division of the De­
partment of Law. When the comprehensive rewrite of AS 11 
and AS 12 was undertaken in 1981 and 1982, it wa3 determined 
to be too great a task to attempt amendment of the state's 
other criminal provisions, scattered throughout the Alaska 
statutes, at the same time. As this bill amends AS 31.05 
for other reasons, I believe it appropriate to take advan­
tage of this opportunity to clean up the criminal provisions 
of AS 31.05, to make them consistent with AS 11 and AS 12, 
as revised.

A third amendment removes unnecessary restrictions on the 
commission's jurisdiction over federal land. All of these 
amendments are recommended by the Alaska Oil and Gas Conser­
vation Commission and are discussed in more detail below.

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

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

Federal law requires that state UIC programs apply to under­
ground injection occurring on property leased or owned by 
the United States. 42 U.S.C. 300h(b) (1) (D) and 3 0 0 j— 6• 
However, AS 31.05.027 presently provides in part:

The authority of the commission . . . applies to
land of the United States or to land subject to 
the jurisdiction of the United States only to the 
extent that control and supervision of conserva­
tion of oil and gas and prevention of waste by the 
United States on its land fails to carry out the 
intent and purposes of AS 31.05.005 —  31.05.170, 
and otherwise applies to federal land so far as an 
officer of the United States having jurisdiction, 
or an authorized representative, shall approve any 
of the provisions of AS 31.05.005 -- 31.05.170 or 
orders of the commission which affect land.

The jurisdictional limitations of AS 31.05.027 first appear­
ed as territorial legislation enacted in 1955, when Alaska's 
relationship to the federal government was far more sub­
servient than after Alaska's acceptance into the Union. As 
a state, Alaska's potential jurisdiction over oil and gas 
activities on federal land is limited only by constitutional 
restrictions on the exercise of state police powers. See 
Myers, The Law of Pooling and U n i t i z a t i o n , sec. 11.04 (2d
Ed. 1 9 8 5 T  AS 31.05.027 asserts less jurisdiction than is 
now constitutionally permissible. It would be amended by 
this bill to remove this potential impediment to the com­
m i s s i o n’s regulation of oil and gas activities on federal 
land.
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Section 2. AS 31.05.070(a) ia amended to eliminate "trans­
actional*1 immunity when a person is being compelled to tes­
tify or produce documents before the commission or a court, 
and to make its provisions consistent with the revised 
Alaska criminal code.

As it now reads, AS 31.05.070(a) affords a person trans­
actional immunity if compelled to appear as a witness under 
that statute. This provision could preclude effective en­
forcement of the state's UIC requirements by foreclosing 
subsequent prosecution of that witness for violating a 
requirement of the state's UIC program. The provision is 
also inconsistent with the immunity provision of AS 12.50.- 
101. The amendments eliminate the immunity provision. 
Under the proposed language to be added to AS 31.05.070(a), 
a witness who asserts his or her privilege against self 
incrimination may be granted immunity and compelled by a 
court, under AS 12.50.101, to testify. The immunity will be 
immunity from the use of his or her testimony and any evi­
dence derived from it. Language that disallows self­
incrimination as a ground for excusing attendance, testi­
mony, or production of books and records, is also deleted. 
That current language is potentially unconstitutional, and 
is unnecessary.

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

Sections 3 and 4. AS 31.05.150(a) and (b) are amended to 
eliminate the ^wilful" standard from consideration in the 
imposition and recovery of civil penalties; to increase the 
civil penalties that may be imposed; to make sec. 150's pro­
visions consistent with the provisions of the revised crimi­
nal code; and to establish criminal liability for violations 
of the commission's regulations and orders.

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

Use of the term "wilfully" in criminal statutes has tradi­
tionally required a showing of bad intent. Although evi­
dence of bad intent is generally not required to impose civ­
il penalties, amendment of the statute to eliminate the term 
would remove any doubt as to the, ability of the state to 
impose civil penalties in the absence of evidence of bad 
intent.
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The amendments would increase the amount of civil penalties 
imposable under AS 31.05.150(a) from "not more than $1,000" 
to "no moro than $5,000 a day for each day of violation." 
The $1,000 amount, which was first established in 1955, 
might now be inadequate to deter violations. The increased 
penalty would more effectively accomplish deterrence.

Section 4 amends AS 31.50.150(b), which imposes criminal 
liability for falsifying records and committing similar 
offenses, to make the description of those offenses consis­
tent with AS 11.46.630 (a)(1) —  (4). The class A misde­
meanor penalty classification raises the possible maximum 
term of imprisonment to one year but the amount of the fine 
is unaffected.

Section 5. AS 31.05.150 is amended by adding a new sub­
section Tf) , imposing criminal liability on a person who 
knowingly violates a regulation or order of the commission.

Section 6. Section 2 of this bill, providing for "use" im- 
munity rather than "transactional" immunity, amends a court 
rule that was adopted in a somewhat unusual manner. This 
section takes a cautious approach, to assure compliance with 
art. IV, sec. 15, of the Alaska Constitution, regarding leg­
islative change-of a court rule.

Section 2 would, for commission sanctions, amend Rule 732 of 
the Uniform Rules of Criminal Procedure (promulgated by the 
National Conference of Commissioners on Uniform State Laws 
in 1984) . This rule does not appear in the publication of 
Alaska Court Rules, but rather was adopted by the Alaska 
Supreme Court in a decision, State v. S e r d a h l e y , 635 P . 2d 
1182 (Alaska 1981). A Superior Court judge has held that a 
legislative change of the substance of that rule requires 
the same procedures as for a legislative change of any other 
court rule.

Thus, sec. 6 cites the court rule and describes the change, 
as required by Rule 39(e), Uniform Rules of the Alaska State 
Legislature. Also, in compliance with that legislative 
rule, the title of the bill mentions the court-rule change. 
If this bill passes but the section making that change does 
not receive a two-thirds vote in favor of it, and if the 
amended statute is challenged in court, the Alaska Supreme 
Court will, of course, have the final w o r d  on whether these 
legislative procedures were

I urge your prompt action on p  ; a s u r ^ b ^  strengthen the
state's UIC program and to up*

;ow 
'Governor



— — — —

ApM! H  10o9

Testimony on HP rc * • •
be fo re  the House Fiesour •.•'*:■ '. . n iin ittve

The flaie Dunking ,v.! ••.•.*ts. i- <t tii procedures for use of deep 
wells f'.'f disposal of various wastes Underground injection is a method of 
disposal where wastes are pumped into a geologic formation that is supposed 
to be first evaluated for its compatibility with the wastes, and capacity to 
hold the wastes in place. Pressure is critical since fluids must have sufficient 
pressure to displace native fluids yet not so much pressure that formation is 
fractured or waste migrates.

Tire Environmental Protection Agency issues permits and regulates 
these wells, bv five classes, depending on waste type. As with many 
environmental laws, EPA delegates parts to the state. In Alaska’s case, EPA 
delegated the Class !l portion \f the program to the Alaska Oil and Gas 
Conservation Commission in idfw

Alaska Center for the Euwr. nm : pposed this transference at that 
time because w* -av; mhwerv ' having the same agency that
regulates oil and gas proc!«»*te--n a/ct-mr-t to enforce environmental 
protection la^s "me- -va-oarmi .sOG'C's performance since it has had 
authority over the injection pro;ram. we feel evPn more strongly that it is 
unable to adequately manage hhe injection program, thus seriously 
jeopardizing been the Alaskan environment and the future of Alaskans 
health.

Some of the problems are
1. Class I! wastes ar« defined as nonhazardous and strictly related to 

oil and gas production, such as produced waters, which are fluids that are 
brought to the surface with oil and gas. These wastes can be dangerous 
because of corrosivity, chemical additives, and presence of carcinogens, such 
as benzene. The wastes are far from benign and warrant careful handling 
and disposal.

-  Once injected, t h e r e a  high degree of uncertainty as to what 
happens to the wastes if is •? losssic OUT OF SIGHT, OUT OF MIND disposal 
method Wastes can ♦ravel mil-" resurface in other wells, contaminate 
groundwater, -r ■ ••us- or*'-;.1:- in the environment including
1 [j»! •.'►■'j •* *i*.j*.

T m *’4 «» > . t 4 •
assured Of it  permit apt.*-: t: r..- ? u-mrted to and approved by AvGCC. at 
least b failed to test :• r r-.j j-tes with ijje confining layer,
which is the geoicgic . - ■ • v : : *n- < tem m place Four
applications failed r . t ire ‘he confining layers
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MEMORANDUM State of Alaska
ALASKA OIL & GAS CONSERVATION COMMISSION

T0 Bob Evans
O ff ic e  of the Governor

0ATE January 3, 1990

FILE n o  1.CVC.45 
TELECOPY NO: 276-7542 

TELEPHONE NO 279-1433279-1433

RECEIVED

Transfer o f C lass I I
JAM Ob 1990 UIC program to DEC

FROM rton

OFr'CE OF THE 
COMMISSIONER

Is s u e :  Represen ta tives  Menard and Davidson, in a l e t t e r  of
in te n t  fo r  CSHB 55, a re  ask ing  the ad m in is tra t ion  to examine the
p o s s i b i l i t i e s  of moving a l l  or a port ion  o f the Underground 
In je c t io n  Control (U IC ) from AOGCC to the Department of En v iro n ­
mental Conservation (DEC) by Execu tive  Order or examine the 
p o s s i b i l i t y  o f accom plishing th is  function  through an in te ragency  
agreement.

Background: The fe d e ra l  government's UIC reg u la t io n s  are  pro ­
mulgated under the Safe  D rinking  Water Act (SDWA) of 1974 as 
amended. The re g u la t io n s  d efine  f iv e  ca teg o r ie s  of in je c t io n  
w e l l s :  C lass I ,  C lass I I ,  C lass I I I ,  C lass IV and C lass V. C lass  
I I  w e l ls  deal w ith  the underground emplacement o f f lu id s  r e la te d
to the recovery and production  o f o i l  and n a tu ra l  gas.

In  1986, AOGCC was de legated  primacy for the UIC program for 
C lass  I I  w e l ls  in  A laska by the U. S. Environmental P ro te c t io n  
Agency (EPA) pursuant to Se c t io n  1425 of the SDWA. AS 
31 .05 .030 (h ) sets  fo r th  the s ta tu to ry  au th o r ity  fo r  AOGCC to 
accept th is  enforcement r e s p o n s ib i l i t y .  As a p re re q u is i te  fo r  
the award, AOGCC promulgated comprehensive re g u la t io n s  governing 
underground in je c t io n  r e l a t i n g  to o i l  and gas a c t i v i t i e s .  The 
re g u la t io n s  provide an opportun ity  for p u b lic  h ea r in g , e s ta b l is h  
c r i t e r i a  fo r  in je c t io n  w e l l  c o n s tru c t io n , provide fo r  t e s t in g  the 
m echanical in t e g r i t y  of each w e l l ,  and se t  fo r th  opera ting  and 
m onitoring requirem ents fo r  in je c t io n  w e l ls .

AOGCC does not re g u la te  the kinds o f  f lu id  that may be in je c te d  
by a C lass I I  w e l l  beyond the l im i t a t io n  that  waste f lu id s  
in je c te d  fo r  d isposa l must not be hazardous as defined  by fed e ra l  
r e g u la t io n s  promulgated under the Resource Conservation and 
Recovery Act (RCRA). RCRA reg u la t io n s  exempt wastes th at  are 
i n t r i n s i c a l l y  a sso c ia ted  w ith  the e x p lo ra t io n , development or 
production o f  crude o i l  from hazardous waste d e f in i t io n .  No 
l im i t a t io n s  are placed on f lu id s  in je c te d  fo r  enhanced re c o v e ry , 
which e f f e c t iv e ly  i s  a c y c l in g  p ro cess . This approach is  in 
keeping w ith  the SDWA, which avoids addressing the kinds of
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f lu id s  th at  may or may not be in je c te d  underground in  C lass  I I  
w e l l s .  The purpose of the act is  to p r o h ib i t  contam ination of 
underground sources o f drink ing water by any f lu id  in je c te d  in to  
a C lass  I I  w e l l .  (See  42 USC 300h)

AOGCC has been found by EPA on two sep a ra te  annual a u d its  to be 
doing a c re d ib le  job o f preventing con tam ination  o f d r ink ing  
w ater  sources by f lu id s  in je c te d  underground through C lass  I I  
in je c t io n  w e l ls .  Contamination is  prevented  by insuring  th at  the 
m echanical i n t e g r i t y  of in je c t io n s  w e l ls  i s  ach ieved  and main­
ta in e d  and the s e a l in g  in te g r i ty  of co n f in in g  zones is  not 
broached.

D iscu ss io n : R epresen ta tives  Menard and Davidson ’ s request to
t r a n s fe r  the UIC program to DEC is  somewhat p e rp le x in g . AOGCC 
ad m in is te rs  the UIC program for C lass I I  in j e c t io n  w e l ls  onlys 
a l l  o th er  underground in je c t io n  by C lass  I ,  C lass  I I I ,  C lass  IV 
and C lass  V w e lls  in  A laska i s  adm inistered  by EPA. For sev era l  
y e a rs ,  EPA has wooed DEC to no a v a i l  to seek primary enforcement 
r e s p o n s ib i l i t y  fo r  the o ther four in j e c t io n  w e l l  c la s s e s .  I t  
would appear counterproductive to req u ire  DEC to s t a f f  up and 
ad m in is te r  ju s t  the Class I I  UIC program w ith o u t  a lso  seeking 
primary enforcement r e s p o n s ib i l i t y  fo r  the o th e r  in je c t io n  w e ll 
c la s s e s .  F u r th e r ,  the Class I I  UIC program a lon e  does not appear 
to  provide the v e h ic le  for a l l e v i a t in g  R ep resen ta t iv e  Davidson 
and Menard's concerns.

The primary concern of Representatives  Menard and Davidson 
appears to be one o f in s u f f ic ie n t  in sp e c t io n  o f  the types of 
f l u i d  being in je c te d  underground. The UIC C la s s  I I  program, 
however, is  not the v e h ic le  for r e g u la t in g  the type (k in d ) of 
f lu id s  being in je c te d  underground. Rather than r e g u la t in g  f lu id  
typ es , the th ru s t  o f  the UIC Class I I  program i s  to address the 
source o f  the f lu id  in jec ted  for d isp o sa l ( i e . ,  non-hazardous 
f lu id s  o n ly ) .  EPA addresses th is  point in i t s  August 22, 1989 
F in a l  Report o f Mid-Course Eva luation  o f  the C lass  I I  UIC pro­
gram which s ta te s  " o i l  and gas wastes a re  not defined  on the 
b a s is  o f th e ir  c o n s t i tu e n ts ,  but ra th e r  are  d efined  on the basis  
o f  t h e i r  s o u rc e ."

Sampling a f lu id  to determine i t  c o n s t i tu e n ts  would be o f  l i t t l e  
a v a i l  in  determ ining the source o f the f l u i d .  And f lu id  source 
r a th e r  than f lu id  co n s titu en ts  appears to be the measure for 
determ in ing whether or not a f lu id  is  exempt from a d e f in i t io n  of 
hazardous waste fo r  purposes of d isposa l in  a C lass  I I  w e l l .  EPA 
b est  summarizes th is  point in  i t s  Mid-Course E v a lu a t io n ,  s t a t in g :  
" a n a l y t i c a l  methods w i l l  help detect hazardous c o n s t i tu e n ts ,  but 
th a t  does not mean n e c e ssa r i ly  that the w astes are  hazardous 
under RCRA and cannot be disposed in a C lass  I I  w e l l . "

Recommendation: Under the Class I I  UIC program, and considering
the RCRA exemption for o i l  f i e ld  w astes, i t  i s  qu estio n ab le
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whether AOGCC has a u th o r ity  to monitor and re g u la te  the various 
co n s t itu e n ts  o f  f lu id s  in je c te d  underground. However, it  AS 
4 6 .0 3 .100(d) and AS 46 .03 .299 (b ) were rep ea led , i t  appears that 
DEC would have s ta tu to ry  a u th o r i ty ,  w ithout the C lass  I I  UIC 
program, to r e g u la te  the types of f lu id s  that may be in jec ted  
underground fo r  d isp o s a l .  AS 46 .03 .100 (d ) exempts C lass I I  w ell 
in je c t io n  p ro je c ts  from the requirements of a DEC waste d isposal 
perm it; AS 4 6 .0 3 .2 9 9 (b ) exempts o i l  f i e l d  wastes from the s t a t e 's  
hazardous waste r e g u la t io n s .

Regard less o f  whether the public  good i s  b e t t e r  served by regu­
la t io n  o f  the types o f  f lu id s  in je c te d  underground, i t  seems 
ap pro p ria te  fo r  the UIC C lass I I  program to remain in ta c t  with 
the Commission. In  f a c t ,  t r a n s fe r  o f the program may not be a 
prudent s tep . This is s u ' 'S ra ise d  by EPA during i t s  midyear 
1989 review  which s t a t e s .

"The t r a n s f e r  o f  the UIC Program to ADEC i s  a l e g i s l a ­
t i v e  d e c is io n .  I f  the l e g i s l a t u r e  decides to make such 
a t r a n s f e r ,  EPA would work c lo s e ly  w ith  the s t a t e  to 
ensure a smooth t r a n s i t io n .  I t  is  worth no ting  that 
such a t r a n s fe r  would req u ire  s ta tu to ry  and reg u la to ry  
r e v is io n  commensurate w ith  the more s t r in g e n t  §1422 of 
the Sa fe  D rinking  Water Act and UIC R egu la tions  40 CFR 
§§144-146. D e legation  under the more f l e x i b l e  §1425 
req u ire s  an e x is t in g  C lass I I  program to demonstrate 
how the e x i s t in g  program is  e f f e c t iv e  in  p ro te c t in g  
underground sources o f d rink ing  w ate r . S in ce  the 
l e g i s l a t u r e  would, in  e f f e c t ,  be c r e a t in g  a new program 
fo r  ADEC to ad m in is te r ,  the §1425 option  would not be 
a v a i l a b le  to i t .  A lso , the C lass I I  w e l ls  can not be 
s p l i t  between two s ta te  agen c ies ; ADEC could coordinate  
w ith  the AOGCC under a s t a te  memorandum o f agreem ent."

In  summary, should the L e g is la tu re  f ind  th at  the p ub lic  good Is 
b e t te r  served  by r e g u la t in g  the co n s t itu e n ts  o f  f lu id s  
in je c te d  underground in  A laska , the re p e a l  and/or amendment 
o f  s e le c te d  sec t io n s  o f AS 46.03 appears to o f f e r  a more 
d i r e c t  rou te  than the t r a n s fe r  o f  the UIC C lass  I I  w e l l  
program to DEC.

cc . D ick Monkman, Deputy Commissioner, DCED 
Linda W ild ,  L e g is l a t iv e  L ia is o n ,  DCED
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MEMORANDUM State of Alaska
ALASKA OIL AND GAS CONSERVATION COMMISSION

to; Guy Boll, Director
Div of Admin Services 
Dept of Comm & Econ Devel 
Juneau

DAT* April 6, 1990 

m e  no ; F.CVC .50

m tP M O N IN O :

THAU: subject Blowout Prever.cion 
Inspection Program

The following is in response to your April 4, 1990 telephone request 
and supplements my April 4, 1990 subject memorandum.

With the grounding of the Exxon Valdez tanker, the public has 
understanaingly shown concern with the operational safety of other 
potential sources for catastrophic oil spills. The public is 
questioning the veracity of industry statements that "it can't 
happen, but should it happen we will fix it." The public is now 
turning to its regulatory agencies seeking assurance that crude oil 
handling operations in Alaska are being conducted in accordance with 
the law and with the best available technology.

Rightfully so, the public' now questions the level of inspection 
activity performed by governmental agencies as to whether or not 
in-place inspection programs are appropriate and adequate to provide 
the confidence that ’'all goes well" in Alaska in operations that 
could be the source of another catastrophic crude oil spill.

A well being drilled for crude oil or & crude oil producing well that 
is being re-enetered for workover purposes offers a potential source 
for an oil spill resulting from a well blowout.

The Alaska Oil and Gas Conservation Commission has promulgated 
regulations under the authority of AS 31.u5.030 to govern proper

g
rocedures and equipment installations necessary to insure that the 
est available defenses against the occurance of a well blowout are 
practiced. 20 AAC 25.033 Primary Well Control and 20 AAC 25.035 

Secondary Well Control are the salient regulations pertinent to well 
blowout prevention. These regulations require rig crews to conduct 
periodic tests and report the results on the daily drilling record. 
These basic records are required to be kept at the well site for 
inspection during the drilling or workover period, and in the well 
operator's office for the following five years.
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One may question the authenticity of the required teat reports. Are 
required teats being actually performed and results accurately 
reported? "Are operating procedures being conducted in accordance 
with regulation? The probability is that the required tests and 
procedures are being performed, followed, and accurately reported.

To gain this assurance of probability, one must understand the makeup 
of personnel involved on a drilling wall. For example, on an 
exploratory well site, the operator (the "oil company") will have one 
employee and sometimes two representing the "oil company" interests 
by providing 24-hour supervision of rig activity. There will be an 
independent drilling contractor providing the equipment and employees 
to do the actual well drilling. Their employee cadre will consist of 
a drilling foreman and two crews of six to 1* employees each working 
back to back 12-hour shifts. There will be an independent mud 
logging contractor providing the equipment and personnel to maintain 
a 24-hour continuing check of the condition of the drilling fluid. 
Other independent contractor employees are also on location for a 
total of 40 to 50 people, only one of which, or possibly two, 
represent the "oil company", With the exception of the one or two 
company representatives, these people owe no allegiance to the "oil 
company".

As noted earlier, our regulations require documentation of blowout 
prevention equipment test results on the daily drilling record, the 
"tour sheet", Entries on the tour sheet are made by the. working lead 
man, the driller, an employee of the contractor, for each shift. The 
driller signs the tour sheet to verify its completeness and accuracy 
of events happening during his shift or "tour", A  periodic review of 
the tour sheets will immediately disclose whether a required blowout 
prevention equipment test has failed to be conducted or reported. 
Further, the independent drilling contractor and its employees lack a 
monetary incentive for cutting corners on regulations. The "oil 
company" is picking up the tab for the well.

Regardless of apparent built-in checks by third parties on regulatory 
compliance by an oil company, we do have a field inspection program 
to provide a further degree of assurance that drilling operations are 
being safely conducted in compliance with regulations. Our field 
inspection program provides for one inspector on the Arctic Slope 
seven days a week. The inspector actually witnesses the required 
testing of blowout prevention equipment and inspects its instal­
lation. With one inspector watching over 24-hour operations of the
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currently 14 drilling and workover rigi operating, the inspector ia 
unable to witness every required blowout prevention equipment teat. 
The inspector will waive witnessing many routine and repetetive teste 
on the same rig. The inspector prioritizes his inspections whan 
unable to witness all tests being conducted, Highest priority is 
given to inspecting the initial installation and testing of blowout 
prevention equipment installed on an exploratory well by a rig that 
has been Btacked and manned by new drilling crewe. Lowest priority 
is placed on witnessing the required weekly retesting of already 
installed equipment. Our Inspectors review the tour sheets on 
location to insure that required tests other than those actually 
witnessed have been performed and recorded.

In the Commission's Judgment, our inspection program provides a 
highly visible regulatory presence in the field, and we find the 
authority of the inspector is respected and accepted. Our field 
inspection program coujled with tne third party checks mentioned 
above provides, in the*Commission's Judgment, the assurance that 
operations are being conducted in compliance with regulations 
governing blowout prevention systems.
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MEMORANDUM State of Alaska
ALASKA OIL AND GAS CONSERVATION COMMISSION

TO:

THRU:

Guy Bell, Director 
Div of Admin Services 
Dept of Comm & Econ Devel 
Juneau

OATI: April 4, 1990 

FILE NO: F.CVC.49

TELEPHONE NO:

susject. Blowout Prevention 
Inepection P r o g r a m

FROM: erton

Confirming phone calls, the following is in response to your query- as 
to the cost of a rig blowout inspection program for Alaska comparable 
to the degree of inspector on-scene presence practiced by the Feds.

To allay fears of non-compliance with our regulations, to the degree 
that the Feds require for their regulations, we should have about 
seven Inspectors on the Arctic Slope. This will provide a continuous 
or nearly continuous presence of an Inspector for each drilling and 
workover rig.

Working our inspectors on a 7-day on/7-day off schedule, as do 
the Feds, we propose 14 inspectors for Arctic Slope drilling and 
workover rigs. Currently, there are 14 drilling and workover rigs 
operating on the Slope, Each on-scene inspector would be assigned 
from one to three rigs to follow, depending upon the remoteness of 
the rig.

The cost of compensating, transporting, and maintaining one of 
our inspectors on the Slope approximates $162,500 per year. His 
relief -- on his seven days off -- costs for personal services at 
$71,082 per year.

On this basis, the 14 inspectors needed to provide a presence on ■ 
Arctic Slope drilling and workover rigs, for an inspector program 
comparable to the Feds to insure compliance with our regs, will cost 
in the neighborhood of $l,635,000/yr.

For Cook Inlet we now have four rigs operating. To provide near­
presence coverage of operating rigs, equivalent to Feds, would 
require two inspectors on the Cook Inlet scene, each with a relief 
inspector. Cost of the Coox Inlet program would approximate $325,000 
per year.
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Summarizing, we will require a cadro of 18 inspectors and $1,960,000 
annually to fund a rig inspection program to provide the presence or 
near-presence of inspectors on each operating rig, comparable to the 
Federal program. With a cadre of inspectors this size, there 
probably will be the need for additional inspector supervisors.
These costs have not yet been determined. . .

It should be realized that mere compliance with all regulations 
will in no wav guarantee that a well blowout will not occur. A 
regulation will not prevent a well blowout. Wall blowouts occur 
because of human failure, not non-compliance with regulations,
Yet, all that a tight inspection program can provide is greater 
assurance that regulations are being complied with.



INSPECTIO NS : State cuts down on monitoring of equipment to prevent blowouts
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the rilt from turning Into n gusher thnt rnn 
must* explosions, file* , deaths, nnd oil 
spills.

The federal government guards against 
blowouts nnd other d rilling  neeldents by 
keeping Inspectors full tim e on exploratory 
rigs, which are the most likely to have 
blowouts. State Inspectors have missed a t­
tending weekly tests on such rigs, according 
to the memo by the Inspector supervisor. 
Michael Minder.

M inder wrote the memo In January, 
outlining the decrease In inspections and 
suggesting more Inspectors are needed. Ills 
boss. Commissioner Lonnie Smith, removed 
Minder from his supervisory post nnd told 
him to destroy all the copies of the docu­
ment, Sm ith said.

The Anchorage Daily News obtained a 
copy of the memo It says that since the 
commission reduced Its number o f Inspec­
tors from five to three, the ir attendance at 
m andatory b lowout p rc "en to r tests on 
North Slope oil rigs fell from  85 percent to 
27 percent last year. Sm ith said the facts In 
the memo are accurate.

Instead of Inspections, the commission 
has relied on reports of the tests filed by the 
operators of the rigs themselves, said Chair­
man c . V. "C hat” Chatterton."

The memo also says the Inspectors attend­
ed only eight of 15 blowout preventer tests 
reported in Cook Inlet In I‘JM.

Cook Inlet oil rigs, although they ran 
have natural gas blowouts, are not liable to 
cause oil spills because the pressure of the 
oil In the old /ic lds has declined. Hut Nc.th 
Slope rigs could turn In to gushers If the 
equipment failed, experts said, 
jtiriie last major blowout In Alaska was the 
tea; natural gas explosion o f the Marathon

Oil Co. Steclhcnd p latform  In Cook Inlet No 
one was killed and the blowout caused no 
serious pollution

The. world's biggest o il spill was caused 
by a blowout in Ixtoc, Mexico, in l'.»7!l It 
gushed 110 m illion gallons of crude oil —  12 
times as much os the Exxon Voider —  
during nine months It was out of control.

The oil and gas commission, which re­
ceives Its funding from  the state Depart­
ment o f Commcrre, Is the only agency that 
Inspects d itiling  equipment on stale lands 
and water.

The commission hnd a budget of $2 6 
m illio n  u n til o il prices declined and 
squeezed the state budget Under the adm in­
istration of Governor B ill Sheffield. Chat* 
tcrton said. For the Inst three years, its 
annual budget has been $1.6 m illion, he said.

But the commission's only request for an 
Increase In funding was fo r a new computer 
system, Chntterton said. Ile.and Sm ilh said 
three Inspectors are enough.

Two of the three Inspr-ctors disagreed A 
th ird  could not be reached.

"We need more Inspectors,-" said Inspec­
to r Bobby Foster. "Three Inspectors cheek­
ing the rigs In the the state right now, plus 
all the other w ork we do —  we need more 
Inspectors."

" I t 's  a bad situation ," said Inspector 
Harold Hawkins.

M inder was on n rig In Cook Inlet this 
week and could not he reached for comme- it. 
Ills  memo said he hoped the number o f 
Inspectors would be increased.

"A  lack ol manpower together w ith  bud­
getary constraints have reduced our expo­
sure both on the North Slope and. particu­
larly, in the Cook Inlet fie lds," lie wrote.

It was that sentenee that got him in 
.trouble, said Minder's boss. Stqjth. Sm ith 
• raid Minder showed h im  a li*sid-writlen 
copy o f the memo, and Sm ith ordered him

not to have it typed or to d istribute It unless 
the sentenee was removed He said Minder 
distributed the memo anyway. Sm ilh o r­
dered Minder to get the copies back nnd 
destroy them, and stripped M inder of hi* 
supervisory duties.

" I  don't th ink  we were getting his sup­
port. and wo certainly weren’t going to 
change his Icwpoint, so I changed the 
organization," Sm ith sold.

The commission has three members: Chat- 
terton. Smith, and David Johnston. John­
ston, a petroleum geologist, has been on the 
commission since January 1989. Smith has 
been a member, and w-orked fo r the commis­
sion's vrcdeeessor, since 1969. Before that he 
worked for G u lf Oil. Chatterton, a former 
stale legislator, Joined the commission In 
1982. He worked for Standard O il of Califor­
nia.

They snld the fact Hint there have been 
few blowouts shows thn t the inspection 
program Is good enough. Sm ith said the 
number of exploratory wells has gone down, 
so L w c r Inspections are needed.

But Minder’s memo said tests on explor­
atory wells were missed, nnd thn t drilling 
nc tlv ity  is Increasing, Inc lud ing  on old 
equipment thnt hns been out o f use for 
years.

The federal government keeps Inspectors 
on outer continental shelf exploratory rigs 
24 hours a day as long ns they are In 
operation, »ald Alan Powers, regional direc­
to r of the Minerals Management Service. He 
said that policy is pa rtly  motivated by 
doubts about rig operators.

"Who knowx whats going on?" Powers 
said. "A rc  you going to believe the ir prom­
ises? Well, the way to overcome thnt (doubt) 
Is to put someone on the rig ”

But Chntterton said the federal program 
is excessive *

Jilati- Inspectors are responsible for many

more wells than their federal counterpart*
In Alaska, nnd since 1986 have also bad 
responsibility for Inspecting wells used to 
Inject o il field waste Into the curtli The 
state receives $106,000 n year to do those 
Inspections for the federal Environmental 
Protection Agency, Chntterton said.

Despite the Increased work load, Chatter- 
ton said three Inspectors can do the work 
five did before because the ir work schedule* 
were changed Now inspectors travel to the 
North Slope fo r a marathon werk of work, 
then ..pond a week In Anchorage on cnll to 
go to Cook Inlet, then take a week o ff. 
Chatterton said The Inspectors are exempt 
from union rules nnd do not receive over­
time. he said.

The Inspectors were less enthusiastic 
about the schedule. Foster said be has 
gotten as little  as eight to 12 hours of sleep 
In an entire week as he struggled to Inspect 
as many North Slope wells as possible. Last 
week he worked 90 hours, he said Nonethe­
less. he Is unable to fin ish all the work

"There's just three o f us in the s tate," 
Foster said. “ It gels to the point where you 
can Just work so many hours, and then you 
give ou t."

Haw-kins he has worked 40 hours straight 
w ithou t sleep during inspections on the 
Slope. But he stopped working those hour* 
last year, svhen lie hnd a heart attack wh ile 
working the second o f two consecutive 
22-hour days.

" I  damn near died over th is ," Hawkins 
said. " I  won't do that anymore, since I had 
my heart attnck."

But Chntterton snld he w ill not ask fo r 
more money fo r Inspectors because l.e it 
looking out fo r the public's good.

"We're not In the business o f making Job* 
for people or spending the public's money, 
nnd w.‘  don't th ink we need m fre  than three f  
Inspector*." Chatterton snld
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Environmentalists protest use of waste injections
By LOU ORTEGA >/, r / «  1 L .  Usually, when the com- Alusku Center for the Environ- Un(x:al, they said, liad fulled cpen for two more weeks so Uno-
rtuK» Wrtur mission prints a public notico In ment, two Ancboruge-bascd en- to show tliut it won't pollute un col could respond to the ques-

The man running the public the newspaper, no one responds, vlronmental groups. uqulfer (hat may someduy pro- tions raised at the hearing,
learina leaned forward and so it Issues an order without any In a detailed five-puge letter, vide drinking water. Unocal envi- Commission stuff members
imiied apologetically. hearing or debate. the groups questioned both the ronmental engineer Roy Roberts seemed both surprised and

" I ’m puule-d and at a loss as Much the sumt wus expected commission's procedures and said he could address the points amused ut the attention,
o how to proceed with this, to be last month, when Unocal Corp. legul authority, und churged that brought up by Weiner und Llben- The commission wus created
lonest," he said. asked for the OK to Inject wastes Unocal's Dec. I application wus son — but would prefer to do so by federal statute nearly a dec-

The confusion of Chat Chat- 2,300 feet underground Into a well deficient In ut least three dozen in writing. ade ago; and gained primary re-
erton, the amiable chairman of north of Beluga, across Cook different ways. So now what? sponsibility over Injection wells
ne Alaska Oil and Gas Conserve- Inlet from Anchorage. Friday, in a public hearing After a little headscratchlng three years ago from the Envi-
on Commission, was under- So no one seemed to know ex- held at the environmental und some off-the-record consul- ronmental Protection Agency,
tandable. For years, the com- actly what to do when both Uno- groups' request, Trustees’ execu- tation with Unocal officials and Since then, the commission
tission has quietly approved In- cal and the commission received tlve director Randall Weiner and Weiner, Chatterton and fellow has Issued 18 orders covering
ustry requests to allow under- a sudden broadside from ACE director Sue Llbenson reit- commissioner Lonnie Smith de- hundreds of wells, all on the
round injection wells In oil Trustees for Alaska and the erated their concerns. cided, in effect, to leave mutters See Waste, page B-4

•Continued from page B-l

North Slope or in the Cook Inlet 
area. Only once before has It re­
ceived any kind of protest, and 
never, according to commission 
records, has It received a sub­
stantive protest.

The lack of public Interest 
may be understandable. While 
the public notices are always 
printed in one of the two Anchor­
age dally newspapers, most of 
the wells have not been any­
where near any communities ex­
cept Sterling, Kenai, and, on the 
North Slope, Nulqsut.

In addition, most of the injec­
tions have been Into very deep 
aquifers already exempted by

the EPA for that kind of activity.
In this particular case, Unocal 

is seeking an aquifer exemption, 
and an order allowing it to Inject 
wastes into a well next to the 
Lewis River Field. There Is a 
freshwater aquifer more than 
1,000 feet thick, Immediately 
below the surface; but the com­
pany plans to Inject Its wastes 
Into a deeper, salt-water aquifer.

The application concludes 
that a layer of stltstone and coal 
between the two aquifers will 
protect the upper one from con­
tamination, and points out that 
there are no communities In the 
area anyway.

At the hearing, Llbenson ar­
gued that 100 years ago, there 
were no communities using fresh

water in the Anchorage area.
" I  think we need to consider 

public water sources even in 
areas not now heavily po­
pulated," she said.

"We only have to look over to 
oil and gas development on the 
Kenal, where daily we discover 
now problems with the drinking 
water," to see the importance of 
preventing potential pollution, 
she said.

Weiner, In oral and written 
testimony, said that Unocal ap­
parently has failed to gain per­
mits or proper certification from 
the Alaska Department of Envi­
ronmental Conservation, the 
state Division of Governmental

Coordination, and the Matunus- 
ka-Susitna Borough.

He also charged that, in es­
sence, Unocal's application 
failed to provide enough informa­
tion to piove that wastes won’t 
leak into the freshwater aquifer 
during 'he disposal process, Bnd 
that the application failed to fol­
low required procedures.

Finally, Weiner also said that 
the commission should provide 
greater public notice, issue a fact 
sheet to explain to the public In 
lay terms what actions are being 
contemplated, and double the re­
sponse period to 30 days.

"It's doubtful that Tyonek and

Susitna flats residents were in­
formed of this application," he 
said.

Unocal’s Roberts said the 
company is working on the well 
to make sure the casing doesn't 
allow leakage; he said he's satis­
fied the upper aquifer will not be 
contaminated.

Steven Porter, an attorney for 
the commission, said he has not 
yet researched, but plans to look 
into questions raised about the 
commission in the testimony.

Weiner has promised that 
Trustees for Alaska will provide 
substantial Input into any future 
oil industry requests for aquifer 
exemptions.
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. The AOGCC agrees thac when seeking in ju n c t iv e  r e l i e f

fo r  UIC v io l a t i o n s ,  i t  s h a l l  requ est  the co u rt ,  when

a p p ro p r ia te ,  to order the v io l a t o r  to cease or c u r t a i l

i t s  o i l  o r  gas production  o p e ra t io n s .

The AC ICC agrees to seek the fo l lo w in g  s ta tu to ry

amendments in  the 1986 L e g i s l a t i v e  sess ions

a. AS -31.05.027 to be amended to e l im in a te  any 

l im i t a t io n  o f  AOGCC j u r i s d i c t i o n  on land of the 

Un ited  S t a t e s .

b . AS 3 1 .0 5 .0 7 0 (a )  to  be amended to  e l im in a te  the 

t r a n s a c t io n a l  immunity provided  as a r e s u l t  o f a 

person being  compelled to t e s t i f y  or produce 

documents b e fo re  the Commission or a co u rt ,

c . AS 3 1 .0 5 .1 5 0 (a )  to be amended to e l im in a te

" w i l f u l l y ” from co n s id e ra t io n  in  the im position

an d -reco ve ry  o f  c i v i l  p e n a l t i e s .

d. AS 3 1 .0 5 .1 5 0 (b )  to be amended to in c lu d e  w i l f u l

v io l a t i o n s  o f  a r u le ,  r e g u la t io n  or order o f  the

Commission as cause fo r  im p o s it io n  and recovery  o f 

c r im in a l  f in e s .
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If th- 1986 Legislature falls to enact these emendements, 

Che AOGCC w i l l  submit the amendments In subsequent 

Legislative sessions.

• i ■

C. V. Chatter , Chairman 

Alaska Oil and Gas 

Conservation Commission

' Y v - O w /

Ernesta B. Barnes 

Regional Administrator 

U .S .  Environmental Protection 

Agency, Region 10 
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Evaluation of the Alaska Oil and Gas Conservation Commission 
Underground Injection Control Program

Executive Summary

On June 19, 1986, the Alaska Oil and Gas Conservation Commission (AOGCC) 
was delegated primacy for the Class II Underground Injection Control (UIC) 
Program as authorized under Section M25 of the Safe Drinking Water Act. The 
remainder of the UIC Program for Class I. Ill, IV, and V Injection wolls 
continues to be administered by the U.S. Environmental Protection Agency (EPA) 
Region 10.

A representative of the EPA conducted an In-depth performance audit of 
the AOGCC Class II UIC Program on September 12-19, 1988. Three days were used 
for office review and four days for Inspections aiiiI field review of Class II 
wells on the North Slope, this audit Is an uxpanded version of the loutlne
Region 10 Mid-Year review. The purpose was to evaluate the overall
Implementation of the AOGCC UIC primacy program since Its approval In June of 
1986.

The evaluation of the AOGCC UIC Program focused on the following major 
elements:

I. Admlnlstratlon
II. Publ1c Outreach
III. Inventory/Data Management
IV. Permitting/File Reviews/Aquifer Exemptions
V. Mechanical Integrity Testing
VI. Financial Assurance
VII. Plugging and Abandonment
IX. Compllance/Enforcement

Discussions on each of these elements Is contained Ir. the body of this 
report. In general, the Alaska Section 1425 UIC Program Is a well Implemented 
and well staffed operation. The AOGCC staff Is technically competent: 
environmentally sensitive; and responsive to the public, the regulated 
community, and EPA. However, there are some areas of concern where program 
changes are recommended. Discussed below Is a brief summary of the audit 
team's findings.

Hlqhllqhts

1. The AOGCC maintains a trained technical staff sufficient to manage the 
UIC Program.

2. AOGCC has completed and maintains an accurate Inventory for all Class II 
well s.

3. All Injection wells are regulated under AOGCC Area Injection Orders or 
Disposal Injection Orders.

4. The AOGCC continues to make environmentally sound permit determinations 
for Class II Injection wells, which afford protection of underground 
sources of drinking water (USDWs).

5. The AOGCC maintains a close working relationship with EPA for processing 
aquifer exemptions.
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6. The AOGCC has effectively utilized federal grant dollars to meet national 
and regional priorities as defined In the state specific guidance.

7. Hldespread public Involvement Is obtained by publication of public 
notices In the states' largest newspaper; sending copies of notices to 
those peop'e on the mailing list; and requiring applicants to provide a 
copy of their permit application to operators and surface owners within a 
1/4 mile radius of the Injection project.

8. The Mechanical Integrity Test (MID requliement of an Initial baseline 
pressure test and a repeat of the pressure test at least every four 
years, coupled with annulus monitoring, provide good assurance that USDWs 
are being protected.

9. The quarterly and annual reports, program plans, grant applications, and 
Financial Status Reports have been submitted to EPA on schedule.

10. The commitment to an effective field Inspection effort Is a strong point.

11. The Commission's UIC Program Manager continues to maintain a strong 
commitment to meeting UIC program requirements and working with EPA.

Findings and Recommendations

1. EPA Is concerned that the public notification effort does not Include 
publication of notices In local newspapers and the holding of hearings In 
the local area where the Injection operation Is located. It Is 
recommended that local newspapers be used and hearings be held closer to 
the Injection well operation. In lieu of local hearings a television or 
telephone hookup could be used.

2. Financial assurance requirements may not be adequate to assure proper 
plugging and abandonment of wells If economic conditions worsen.
Financial responsibility should be Increased.

3. Using two Inspectors on the North Slope during periods of Increased MIT 
testing would preclude the current need to occasionally waive Important 
Inspections.

4. Permit applications do not consistently demonstrate or document the 
requirements of state regulations. A closer review of the permit 
applications and permits would ensure the state regulations are met.

5. Other recommendations are noted In the report.

EPA Review Team

Harold Scott, Alaska UIC Coordinator - Region 10

AOGCC Participants

C.V. Chatterton, Chairman
Lonnie Smith, Commissioner
Blair Wondzell, Senior Petroleum Engineer
Mike Mender, Senior Petroleum Engineer
Bob Crandal1, Geologlst
Harold Hawkins, Petroleum Inspector



§ 31.05.035 A laska St a t u t e 5 31.05.035

(1 ) the d r i l l ing , producing nnd plugging o f wells;
(2 )  the shooting and chemical treatment o f  wells;
(3 )  the spacing o f  wells;
(4 ) the disposal o f  sa lt water, nonpotnble water und oil field wastes;
(5 )  the contamination or waste o f underground water;
(6 ) the quantity  and ra te o f the production o f  oil und gas from n well 

or property; this au tho r i ty  shull ulso apply to a well o r  property in a 
vo lun ta ry  cooperative o r  un it plan o f  development or operation 
entered into in accordance with AS 3 8 .0 5 .180(p).

( f )  The commission may classify wells as oil o r  gas wells for 
purposes mate r ia l to the interpretation or enforcement o f  this chapter.

(g) When the commission finds sufficient like lihood o f an 
unexpected encounter o f  oil, gas, or other hazardous substance as a 
resu lt o f  well d r i l l in g  in an area o f  the state, the commission may, by 
regulation, designate the area and specify a depth in the area as one 
in which wells o r  any boring into the soil in excess o f  the specified 
depth but not otherwise subject to this chapter are subject to the 
regula tions and requirements adopted under this section. The desig­
nation o f  an area o r specification o f  a depth under this subsection does 
not constitute a certification that no hazardous substance will be 
encountered in another area o r  at a lesser depth, and the state is not 
liab le for any damages aris ing from such an unexpected encounter o f  a 
hazardous substance.

(h ) The commission may take a ll actions necessary to a llow the 
state to acquire p r im ary  enforcement responsibility under 42 U .S .C . 
300h-4 (Safe D r in k ing  W ate r Act o f  1974, as amended, 42 U.S.C. 
•300f-300j), for the control o f  underground injection re lated to the 
recovery and production o f  oil and na tu ra l gas. (§ 4 ch 40 SLA  1955; 
am § 2 ch 75 SLA  1960: am § 1 ch 209 SLA 1970; am § 1 ch 87 SLA  
1977; am 1. 2 ch 160 SLA  1978; am S 1 ch 91 SLA 1984)

E ffe c t o f am endm ent*. —  The 1984 
amendment added subsection (h).

Sec . 31 .05 .035 . C o n f id e n t ia l  r e p o r t s ,  (a) Fo r a ll wells fo r which a 
perm it to d r i l l  has been issued by the commission since Janua ry  3, 
1959, the commission may require:

(1 )  the m ak ing  and f i l ing  o f  reports, well logs, d r i l l ing  logs, electric 
logs, lithologic logs, d irectional surveys, and a ll other subsurface 
in fo rmation on a well d r i l led  fo r oil o r gas, o r fo r  the discovery o f oil o r 
gas, o r for geologic in formation; and

(2 ) the f i l ing o f  flow test in formation and a l l  logs, except experi­
menta l logs and velocity surveys run on a well and not required by (1) 
o f  th is subsection;
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elements, as submitted to EPA In the 
State's program application:

(a) Incorporation by reference. The  
requirements set forth In the StRte 
statutes and regulations cited In this 
paragraph are hereby Incorporated by 
reference and made a part of the ap­
plicable U IC  program under the 
SD W A  fo r the State of Alabama. This  
Incorporation by reference was ap­
proved by the Director of the Federal 
Register on June 25, 1984.

(1 ) Alabam a W ater Pollution Con­
trol Act, Code of Alabama 1975, sec­
tions 22 22-1 through 22-22-14 (1980 
and Supp. 1983);

(2 ) Regulations, Policies and Proce­
dures of the Alabama W ater Improve­
ment Commission, T itle  I  (Regula­
tions) (Rev. December 1980), as 
amended M ay  17, 1982, to add Chapter 
9, Underground Injection Control Reg­
ulations (effective June 10, 1982), as 
amended A pril 0, 1983 (effective M ay  
11,1983).

<b) The Mem orandum  of Agreement 
between EP A  Region IV  and the A la ­
bama D epartm ent of Environment 
Managem ent, signed by the EPA R e ­
gional Adm inistrator on May 24, 1983.

(c) Statement of legal authority. (1) 
"W ater P o llu tion—Public H e a lth -  
State has A u th o rity  to Carry Out U n ­
derground In jection Control Program  
Described In Federal Safe Drinking  
W ater Act—Opinion by Legal Counsel 
for the W ater Improvement Commis­
sion," June 25,1982;

(2) Letter from  Attorney, Alabama  
W ater Im provem ent Commission, to 
Regional Adm inistrator, EPA Region 
IV , "Re: A W IC  Response to PhlUlp  
T ate ’s (U.S. EPA, Washington) Com­
ments on A W IC ’s Final Application  
for Class I ,  I I I ,  IV , and V U IC  Pro­
gram,” September 21, 1982;

(3) Letter from Alabama Chief As­
sistant A ttorney General to Regional 
Counsel. EPA Region IV , "Re: Status 
of Independent Legal Counsel In A la ­
bama W ater Improvement Commis­
sion's Underground Injection Control 
Program ." Septem ber 14. 1982.

(d) T h e  Program  Description and 
any o ther m aterials submitted as part 
of the application or as supplements 
thereto.

• 9 1 4 7 .1 0 0 4 0  CFR Ch. I ( 7 - 1 - 0 8  Edition) 
Subport C— A lo ika

0 147.100 Stntg-nJmlnlatcred prorram— 
ClaM II wcll».

The U IC  program for Class I I  wells 
In the State of Alaska, other than  
those on Indian lands. Is the program 
administered by the AJaska o il and 
Gas Conservation Commission ap­
proved by EPA pursuant to Section 
1425 of the SDW A. Notice of this ap- 
proval was published In the F e d e ra l  
R e g is te r  (M ay 0, 1988J; the effective 
date of this program Is June 19, 1980. 
This program consists of the following 
elements, as submitted to EPA In the 
S tate ’s program application.

(a) Incorporation by reference. The  
requirements set forth  In the State 
statutes and regulations cited In this 
paragraph are hereby Incorporated by 
reference and made a part oi the ap­
plicable U IC  program under the 
S D W A  for the State of Alaska. This 
Incorporation by reference was ap­
proved by the Director of the F e d e ra l 
R e g is t e r  effective June 19. 1980.

(1) Alaska Statutes, AJaska Oil and 
Gas Conservation Act, T itle  31,
JJ 31.05.005 through 31.30.0J.0 (1979 
and Cum. Supp. 1984);

(2) Alaska Statutes, Administrative 
Procedures Act, T ltL* 44, §5 44.02.010 
through 44.02.050 (1984);

(3) AJaska Administrative Code, 
Alaska Oil and Gas Conservation Com­
mission, 20 AAC 25.005 through 20 
A A C  25.570 (Supp. 1980).

(b) The  Memorandum of Agreement 
between EPA Region 10, and the 
Alaska Oil and Gas Conservation Com­
mission, signed by the EPA Regional 
Adm inistrator on January 29, 1980.

(c) Statement of Legal Authority. 
Statem ent from  the Attorney General 
of the State of Alaska, signed by the 
Assistant Attorney General on Decem­
ber 10,1985.

(d ) T h e  Program Description and 
any other materials submitted as part 
of the original application or as sup­
plem ents thereto.

151 F K  16681 M ay s . 1?85J

5 147.101 EPA-admfnJytered protr&jn.
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Inv lronm tn fa l Protection Agoncy
IV and V  wells, and for all classes of 
wells on Indian lands, Is administered 
by EPA. This program consists of the 
UIC program requirements of 40 CFR  
Parts 124, 144, and 140, and additional 
requirements set forth In the remain­
der of this subpart. Injection wells 
owners and operators and EPA shall 
comply w ith these requirements.

(b) Effective dates. The effective 
date of the U IC  program for a ll non- 
Class I I  wells In Alaska and for all 
wells on Indian lands, Is June 26, 1984.

152 FR 17080, May 11, 10871

S 147.102 Aquifer exemption!.
(a) This section Identifies any 

aquifers or their portions exempted In 
accordance w ith 19 144.7(b) and 140.4 
of this chapter at the time of program  
promulgation. EPA may In the future  
exempt other aquifers or portions, ac­
cording to applicable procedures, w ith ­
out codifying such exemptions In  this 
section. An updated list of exemptions 
will be maintained In the Regional 
office.

(b) The  following aquifers are ex­
empted In accordance with tho provi­
sions of 9) 144.7(b) and 140.4 of this 
chapter for Class I I  Injection activities 
only:

(1) The portions of aquifers In  the 
Kenal Peninsula, greater than the In­
dicated depths below the ground sur­
face, and described by a Vi mile area 
beyond and lying directly below the 
following oil and gas producing fields:

(1) Swanson River Field—1700 feet.
(II) Beaver Creek Field—1050 feet.
(III) Kenal Qas Field—1300 feet.
(2) The portion of aqulferj beneath 

Cook In le t described by a Vi mile area 
beyond and lying directly below the 
following oil and gas producing fields:

(I) Granite Point.
(II) M cA rthur River Field.
(III) Middle Ground Shoal Field.
(lv) Trading Bay Field.
(3) The portions of aquifers on the  

North Slope described by a Vi mile 
area beyond and lying directly below 
the Kuparuk River Unit oil and gas 
producing field.

§ 147.104

1 147.103 Existing d a i a  I, II (except en­
hanced recovery and hydrocarbon stor­
age) and III wells authorized by rule.

Maximum  Injection pressure. The  
owner or operator shall lim it Injection 
pressure to the lesser of:

(a) A value which will not exceed the 
operating requirements of 
9 144.28(f)(3) (1) or (11) as applicable; or

(b) A value for well head pressure 
calculated by using the following for­
mula:
Pm = (0.733-0.433 Sg)d 
where

Pm~lnJcctlon pressure at the well head In
pounds per square Inch 

Sg = speclflc gravity of Inject fluid (unltlesa) 
d = InJectlon depth In feet.

S 147.104 Existing class II enhanced re­
covery and hydrocargon storage wells 
authorized by rule.

(a) Maximum injection pressure. (1) 
To meet the operating requirements of 
9 144.28(f)(3)(H) (A) and (B ) of this 
chapter, the owner or operator:

(1) Shall use an Injection pressure no 
greater than the pressure established 
by the Regional Administrator for the 
field or form ation In which the well Is 
located. T h e  Regional Administrator 
shall establish maximum Injection 
pressures a fte r notice, opportunity for 
comment, and opportunity for a public 
hearing, according to the provisions of 
Part 124, Subpart A of this chapter, 
and will Inform  owners and operators 
in writing of the applicable maximum  
pressure; or

(11) M ay Inject at pressures greater 
than those specified In paragraph
(a )( l) ( l)  o f this section for the field or 
formation in which he is operating 
provided he submits a request In w rit­
ing to the Regional Administrator, and 
demonstrates to the satisfaction of the 
Regional Adm inistrator that such in­
jection pressure will not violate the re­
quirement of i 144.28(f)(3)(H) (A ) and 
(B). The Regional Administrator may 
grant such a request after notice, op­
portunity for comment, and opportu­
nity for a public hearing, according to 
the provisions of Part 124, Subpart A 
of *hls chapter.

(2) Prior to such time as the Region­
al Administrator establishes rules for 
maximum Injection pressure based on
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9 147.151 40  CFR Ch. I (7 -1 -8 8  Edition) Inv
data provided pursuant to paragraph
(a)(2)(H) of this section the owner or 
operator shall:

(I) Lim it Injection pressure to a 
value which will not exceed the oper­
ating requirements of 9 144.28(f)(3)(H); 
and

(H) Submit data acceptable to the 
Regional Administrator which defines 
the fracture piessure of the formation  
In which Injection Is taking place. A 
single test may be subm itted on behalf 
of two or more operators conducting 
operations In the same formation, If 
the Regional Adm inistrator approves 
such submission. The  data shall be 
submitted to the Regional Adm inistra­
tor within 1 year of the effective date 
of this program.

(b) Casing and cementing. W here  
the Regional Adm inistrator deter­
mines that the owner o r operator of 
an existing enhanced recovery or h y ­
drocarbon storage well m ay not be In 
compliance with the requirements of 
99 144.28(e) and 146.22, the  owner or 
operator shall comply w ith  paragraphs
(b) (1) through (4) of this section, 
when required by the Regional Adm in­
istrator:

( I )  Protect USDWs by:
(1) Cementing surface casing by re­

circulating the cement to the surface 
from a point 50 feet below the lower­
most USDW; or

(II) Isolating all U SDW s by placing 
cement between the outerm ost casing 
and the well bore; and

(2) Isolate any Injection zones by 
placing sufficient cem ent to fill the  
calculated space between the casing 
and the well bore to a po in t 250 feet 
above the Injection zone; and

(3) Use cement:
(I) O f sufficient quantity  and quality  

to withstand the m axim um  operating 
pressure;

(II) Which 1s resistant to deteriora­
tion from formation and Injection  
fluids; and

(II!) In  a quantity no less than  120% 
of the calculated volume necessary to 
cement off a zone.

(4) The Regional A dm inistrator may 
specify other requirements In addition 
to or In lieu of the requirem ents set 
forth  In paragraphs (b) (1 ) through (3) 
as needed to protect USDW s.

Subpart D— Arlxona
8 147.150 Stnte-admlnlnlered 

( Reserved]
program.

8 147.151 EPA-admlnistered program.

The U IC  program for the 8late of 
Arizona Is administered by EPA.

(a) Contents. The U IC  program thnt 
applies to c Injection activities In Ari­
zona, Including those on all Indian 
lands, Is administered by EPA. The 
program for all Injection activity, 
except that on Navajo Indian lands, 
consists of the U IC  program require­
ments of 40 CFR Parts 124, 144 nnd 
140, and any additional requirements 
set forth  In the rem ainder of this sub­
part. Injection well owners and opera­
tors and EPA shall comply with these 
requirements.

(b) Effective dates. The effective 
dale for the U IC  program In Arizona, 
except for the lands of the Navajo In­
dians, Is June 25,1984.

[02 FR  17681. May 11, 10871
fl 147.152 Aquifer exemptions. IRcserredJ

Subpart E— Arkansas
9 147.200 Stale-ndmlnlstered profTam-

Clasa I, H I ,  IV and V wells.
The U IC  program for Class I, I I I ,  IV 

and V wells In the State of Arkansas Is 
the program administered by the Ar­
kansas Departm ent of Pollution Con­
tro l and Ecology, approved by EPA 
pursuant to section 1422 of the 
SDW A. Notice of this approval was 
published In the F e d e r a l  R e g is t e r  on 
July 6. 1982 (47 F R  29230); the effec­
tive date of this program Is July 6. 
1982. Th is  program consists of the fol­
lowing elements, as submitted to EPA 
In the State's program application.

(a) Incorporation by reference. The 
requirements set fo rth  In the Stale 
statutes and regulations cited In this 
paragraph are hereby Incorporated by 
reference and made a part of the ap­
plicable U IC  program under the 
SD W A for the State of Arkansas. This 
incorporation by reference was ap 
proved by the Director of the Federal 
Register on June 25, 1984.
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HOUSE RESOURCES STANDING COMMITTEE 
March 17, 1988 

8:30 a.m.

MEMBERS PRESENT

Co-Chair Adelhoid Herrmann 
Co-Chair S a m  Cotten 
Representative John Sund 
Representative Mike Navarre 
Representative Drue Pearce 
Representative Dick Shultz

MEMBERS ABSENT

Representative Cliff Davidson 
Representative Henry Springer 
Representative Lyman Hoffman

COMMITTEE CALENDAR

H J R  40 - Relating t o  petroleum research and development 
in the state.

HELD in Committee for further consideration.

H B  186 - "An Act r e l ating to the Alaska Oil and Gas
Conservation Commission? changing a court rule? 
and providing for an effective date.

HELD in Committee for further consideration.

WITNESS REGISTER

Representative Jim Zawacki
A las k a  State House of Representatives
P.O. Box V
Juneau, A K  99811
465-2719

H u g h  Malone, Commissioner 
Department of Revenue 
P.O. Box S 
Juneau, A K  99811 
465-2300

HOUSE RESOURCES -1 03/17/88



C.V. Chatterton, Chairman
Oil & Gas Conservation Commission
3001 Porcupino Drive
Anchorage, AK 99501
279-1433
Position Statement: Supports HB 186 With Amendments.

Supports HJR 40.

Dr. Sharma, Research Director 
University of Alaska 
3rd Floor, Signers' Hall 
Fairbanks, A K  99755 
474-7112
Position Statement: Supports HJR 40.

J o h n  R. Carson
6001 Bollinger Canyon Rd.
San Ramon. CA 
(915)842-o404
Position Statement: Supports HB 186 With Amendments.

Steven R. Porter, Assistant Attorney General
Department of Law
1031 W e s t  4th, Suite 200
Anchorage, A K  99501
276-3550

HB 186:

H J R  40:

ACTION

Jrn-Date Jrn-Pg Action
03/18/87 542 (H) Read the first time

03/18/87 543 (H)
w i t h  referral(s) 
RES, JUD, FIN

03/18/87 543 (H) 2 Zero fiscal notes

03/18/87 543 (H)
published 3/18/87 
Governor's trans ltr

Jm-Diite J m - P g Action
01/11/88 1841 (H) Read the first time

01/11/88 1841 (H)
w i t h  referral(s) 
RES

01/18/88 1932 (H) Co-spon added: Adams,

01/20/88 1958 (H)
Frank, Furnace, Koponen 
Co-spon added: Mil l e r

01/22/88 1984 (H)
Pearce
Co-spon added: Menard

H OUSE R E S O U R C E S  -2 03/17/88



ACTION NARRATIVE

(Tape HRC 88-131, Side 2, #294)

Chairman Sam Cotten called the meeting to order at 8:40 
a.m. He informed members they would be considering H B  186 
and HJR 40.

HB 186 - "An Act relating to the Alaska Oil and Gas
Conservation Commission; changing a court rule? and 
providing for an effective date.

Chairman Cotten advised members HB 186 had been introduced 
by the Governor. He informed members that Mr. Chat 
Chatterton, Chairman of the Oil and Gas Conservation 
Commission would be available via teleconference.

C.V. CHATTERTON, Chairman, Alaska Oil & Gas Conservation 
Commission advised members he was in support of HB 186. He 
advised members that along with him were Commissioners 
Lonny Smith, Bill Barnwell and Steve Porter w i t h  the 
Department of Law.

Mr. Chatterton stated that a similar bill to HB 186 had 
been introduced dur i n g  the second session of the Fourteenth 
Legislature, as HB 572. He noted that the bill had moved 
out of the House Resources Committee, however died in 
House Finance. Mr. Chatterton informed members that except 
for sections 2 and 8, of the HB 186, there appeared to be 
no d i f ference than the original proposal of HB 572.

Mr. Chatterton stated that Chapter 91 of the Session Laws, 
1984, enacted AS 31.05.030 (h), which authorized the
commission to take all actiors necessary to allow the state 
to acquire the prim a r y  enforcement responsibility for Class 
2 unde r g r o u n d  injection wells. He stated that under that 
authority, the commission prepared and submitted to the 
U.S. Environmental Protection Agency (EPA) an application 
for approval of a state underground injection control 
program. Mr. Chatterton informed members that in reviewing 
the application, the EPA staff identified provisions in AS
31.05, w h i c h  in th e i r  judgement should be amended to 
improve the state's underground injection control program. 
He noted that the statutory amendments were reflected in HB 
186, in sections 1, 3, 5, 6, and 7. Mr. Chatterton stated 
that the amendments were proposed for legislative 
consideration under terms of a mem o r a n d u m  of agreement 
between the Commission and the Environmental Protection 
Agency, wh i c h  o b l igated the commission to strive for 
legislative enactment of the proposed amendments.

H O U S E  R E S O U R C E S  -3- 03/17 / 8 8



Mr. Chatterton utated that the commission felt they were 
fulfilling their obligation in striving for the proposed 
legislation, both in the fourteenth and fifteenth 
legislature.

Mr. Chatterton referenced section 2, which proposed 
amendments to the confidentiality provision of AS 31.05.035
(c), advising members that section would not serve any 
beneficial purpose and asked that the committee consider a 
Resource Committee Substitute deleting section 2, from HB 
186.

Mr. Chatterton advised members that in dealing with tax 
matters, in general on the oil industry, that Chapter 247, 
Session Laws, 1970 repealed AS 31.05.130 and AS 31.05.140, 
which resulted in the affiliation with IOCC more or less 
disintegrating. Ho stated that the state h a d  maintained 
it's affiliation, annually paying it's assessment to the 
IOCC, and y J reenacting section 4, there would be no 
monetary exposure.

Mr. Chatterton stated that section 8 was an amendment of 
the criminal provisions of AS 31.05 which had been 
recommended by the criminal division of the Department of 
Law.

Chairman Cotten asked for a briefing of the Underground 
Injection Control Program, and what EPA was requesting the 
state to change.

Mr. Chatterton advised mambers that the program for primary 
enforcement responsibility had been awarded to the state in 
M a y  of 1986. He advised members that the program basically 
covered the underground injection of fluids that had been 
involved in oil field operations. Mr. Chatterton stated 
that they would involve any materials that were used for 
enhancing the recovery of crude oil from an oil reservoir, 
or the disposal of oil field wastes that are not hazardous 
materials. Mr. Chatterton informed members that the 
purpose was carried out by the Federal Safa Drinking Water 
A c t  of 1974. He stated that it was to prevent the 
contamination of fresh waters. Mr. Chatterton advised 
members the commission had been protecting fresh waters 
since before statehood. He informed members that whether 
or not HB 186 should pass, or portions of the proposed 
legislation with respect to the Underground Injection 
Control Program, that he did not believe it would change or 
interfere with the states current program.

Chairman Cotten noted that he had some question as to the 
technical changes of the different amendments and h o w  they 
would change the prog r a m  the commission was pursuing. He 
asked that Mr. Chatterton explain to members exactly what
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the underground injectior program entailed, and how closely 
and directly the commission monitored the program.

Mr. Chatterton advised members that the commission did 
m o n i t o r  che program in compliance with what was demanded by 
the the Environmental Protection Agency. He stated thac 
specifically, the commission issues permits for drilling of 
service wells which w o u l d  be used for the purpose of 
disposing of oil field waste, or for the purpose of 
enhancing the ultimate recovery from the state's oil
reservoirs. He noted that those would be gas injection 
wells to maintain reservoir pressure, and water injection 
wells to maintain reservoir pressure. Mr. Chatterton 
advised members there w e r e  approximately 460 class two 
wells the commission has surveillance over, with
approximately 20 oil field waste disposal wells.

Mr. Chatterton informed members the commission issues 
permits for the drilling of those types of wells, and also 
permits for the conversion of an existing producing well to 
become an injector well. He stated that in the process of 
issuing the permits, the commission reviews whet h e r  or not 
the construction of the well was such that it could be
m a i ntained so there w o u l d  be no chance of waste fluids
getting into fresh water. Mr. Chatterton informed members 
the commission also monitors the operation of the wells, 
with all operations reporting to the commission on a 
m ont h l y  basis.

Chairman Cotten referenced section 1, stating that it 
appeared tc increase the land that could be subject to the 
commissions authority. He asked Mr. Chatterton if that 
w o u l d  increase the commissions authority over federal lands 
at all. Mr. Chatterton advised members that regardless of 
the way AS 31.05.027 read, the commission would take the
position, under regulation, that all lands subject to the
police powers of the Unit e d  States, would be the 
commissions responsibility.

Mr. Chatterton stated t h a t  the Effect of section 1 was
b a s ically a requirement of the EPA. He informed members 
that the Environmental Protection Agency requires the 
underground injection on federal lands to be controlled, 
and noted that the EPA d i d  not trust their sister agencies 
to live up to the d r i nking water act, so section 1 had been 
specifically requested to make the commissions authority 
over federal lands m u c h  more clear w i t h  respect to
underground injections.

STEVE PORTER, Assistant A t t orney General, Department of 
Law, advised members that he would like to confirm the fact 
that the police power of state, such as Alaska, did extend 
to federal jurisdiction as a constitutional matter, so long 
as the state exercises it's police powers and did not
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interfere with the preemptive or supremacy clause rights of 
the federal government. He stated that it was his feeling 
there was no constitutional prob l e m  with the section, but 
that it merely clarifies the fact that the police powers 
could extend to federal lands.

Chairman Cotten referenced sections 3, 5, 6 and 7 and asked 
that the commission explain those four sections. Mr. 
Porter informed members that the distinction between 
transactional immunity and use immunity was that when the 
state was having someone testify with regard to a 
particular matter in which criminal charges could be 
brought, there would be two different types of immunity 
categories that could be granted. He noted that w i t h  
transactional immunity, the person who would be granted 
immunity could not be charged with the transaction about 
what they testified. Mr. Porter stated that under the 
second type of immunity, which wo u l d  be the use immunity, 
the state would not be able to use that parson's testimony 
or any evidence that should arise out of that person's 
testimony against them. He noted that if they w e r e  able to 
come up with completely independent evidence of that 
person's criminal guilt, the person could be convicted. 
Mr. Porter advised members that if they would read AS 
31.05.070, as currently written, it would grant 
transactional immunity, and the change in the language that 
would be enacted with section 3, would convert the 
transactional immunity into use immunity. Mr. Porter 
stated that if the commission were to grant immunity to a 
person to testify under the transactional immunity clausa, 
the parson could not have been convicted of that offense, 
no matter h o w  strong the othor evidence was. He stated 
that under the new statute, the commission could use his 
testimony against him.

Chairman Cotten referenced sections 5, 6, and 7 and asked 
that the commission explain those sections and provide 
members with a practical application as to when they w o u l d  
come into play. Mr. Porter advised members that sections 5 
and 6 dealt with the fact t h a t  AS 31.05.150, as currently 
written, only provides for civil penalties against 
violators of the commission's statutory regulations, if the 
offense was willful. He noted that it had been another 
recommendation of EPA, in that they wo u l d  need willfulness 
to defira a crime, however one wo u l d  not need willfulness 
for civil penalties. Mr. Porter stated that in section 5, 
it would delete the requirement of willfulness from the 
civil p e n alty provision. Mr. Porter advised members that 
another Effect of section 5 was that it would increase the 
p enalty from $1000 per act, to $5000 per day. He noted 
that the idea there was that private civil penalties had 
been in effect since before statehood, and the amount of 
the penalty was not sufficient.

H O U S E  R E S O U R C E S  -6 • 03/17/88



Mr. Porter addressed section 6 advising members that it 
would amend the criminal portion of the penalties of the 
commission, to clarify a Class A misdemeanor, which would 
bring it into compliance with the rest of the criminal
code.

Mr. Porter referenced section ~i, advising members that it 
would add a new subsection (f), which would impose a 
criminal liability with a criminal fine of no more than 
$5000 per day for known violations. He noted that rather 
than having civil penalties for knowing violations, they 
would now have civil penalties of $5000 for any violation, 
and also the possibility of a $5000 fine for criminal
violations.

Mr. Porter addressed section 8, advising members that was 
mostly procedural, and arises out of the fact that in 
section 3, the change between transactional and use 
immunity would v a r y  an informal adoptjon by the Alaska 
Supreme Court, of an immunity rule that generally went for 
transactional immunity. He stated that under the 
legislative rule and under the constitution it would be 
necessary to have expressed legislative intent in the bill 
to alter the judicial adoption of the rule.

Mr. Porter referenced a case State vs. Daily, in which the 
Alaska Supreme Court stated that in general, transactional 
immunity would be offered whenever a person would be 
required to testify. He stated that at the recommendation 
of the EPA for conservation commission purposes, it was 
believed that use immunity w o u l d  be better than 
transactional immunity. Mr. Porter advised members that 
with the legislative rule, it would be necessary to state
that expressly in the act, or the court cases had held that
it would be d e e m e d  to be inadvertent, and thero would nut 
be any legislative overruling of the court rule.

Mr. Chatterton stated that the commission believed they 
could continue to ensure compliance w i t h  regulations 
without resorting to the courts. He informed members that 
he could not visualize where those sections would ever come 
into play, w h e ther or not they w o u l d  be amended as was 
being proposed. It was Mr. Chatterton's opinion that the 
amendments v ire basically a me c h a n i s m  to clear the statutes 
up.

Chairman Cotten asked if there had ever been violations of 
commission orders. Mr. Chatterton advised members there 
had been violations on one or two occasions, and they had 
bean suspended, however he knew of only one. He advised 
memburs that the EPA kept asking for reports as to the 
number of violations the commission had taken to court.
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Mr. Chatterton advised members the commission did not have 
to go to that extent, advising members there were other 
means of insuring compliance and bringing people into 
compliance.

Representative H e r rmann asked that Mr. Chatterton address 
section 2, and provide members the reason the commission 
wanted that section deleted. Mr. Chatterton informed 
members that the commission felt it would serve no useful 
purpose of having further legislative oversight on that 
particular subject at this point in time. He informed 
members, with regard to HB 41, they had requested language 
that the commissioner should only have the right to extend 
c onfidentiality beyond the 24 months on state lands. Mr. 
Chatterton advised members the commission w o u l d  be relaxed 
w i t h  the deletion of the reference to state land, and 
limiting the confidentiality to only exploratory wells.

Chairman Cotten referenced section 4 and the affiliation of 
the Interstate Oil Compact Commission, and asked if any new 
authority or responsibility would be placed upon the 
commission with the reenactment of that language. Mr. 
Chatterton advised members it wou l d  not affect the 
commission, that they wo u l d  not function any differently 
than they were currently functioning.

J O H N  CARSON, Chief Geologist, for Chevron U.S.A., Western 
Region addressed members of the committee. He provided 
members a written copy of his testimony.

(See Attachment #1.)

Mr. Carson noted that HB 186 acknowledged the fact that 
extended confidentiality for exploratory well data was 
appropriate, b u t  u n f a i r l y  limits its affect to wells 
drilled on state land. Mr. Carson advised members that the 
legislation, as p r e sently drafted, w o u l d  apply to well data 
presently on file w i t h  the state. He noted that Chevron 
had previously expressed their grave concern with that type 
of retroactive legislation. Mr. Carson stated that the 
present v e r s i o n  of HB 41 recognized that concern, and had 
b e e n  amended to prevent retroactive consideration, and 
noted that a similar amendment should be made to HB 186, 
under section 2.

Mr. Carson stated that AS 31.05.035 (c) currently provides 
protection for all parties concerned? the state, the land 
owners and the operators. He stated w i t h  the continuation 
of existing law would, in the long run, encourage drilling 
for oil and gas, and hopefully find new reserves which 
would offset foreign oil dependency as well as strengthen 
Alaska's economy.
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Representative Sund asked if Mr. Carson had comments on any 
other areas of the proposed legislation, other than section
2. Mr. Carson, said he did not, and that Chevron would be
in support of the legislation if section 2 were not
included.

Chairman Cotten asked if the language ware to define 
exploratory wells in a way that would satisfy Chevron's 
concern with regard to the different zones and the removal 
of state land only, if they would then support the
legislation. Chairman Cotten asked Mr. Chatterton also, if 
that would be of any benefit to the state. Mr. Carson 
advised members that Chevron would have no problem with not 
being able to expend a true routine development well beyond 
the two years.

Mr. Chatterton referenced page 1, line 28, regarding the 
underlined language, for all exploratory w e l l s , and asked 
that the committee favorably consider to include "for all 
stratographic tests and exploratory wells". Mr. Chatterton 
referenced page 2, line 2, and requested that the committee 
add language after froia insert _ stratographic tests and. 
Mr. Chatterton stated that in the commissions regulations, 
they did have a definition for an exploratory well, and 
n o t e d  that it read as follows,* exploratory well means a 
well that is drilled to discover a pool, and noted that 
that m a y  take care of the concern expressed by Mr. Carson 
of Chevron.

Chairman Cotten asked how it wo u l d  benefit the public in 
m a k i n g  all the other development wells not eligible for the 
extended confidentiality. Mr. Chatterton stated that it 
was his feeling it w o u l d  be of benefit to the public 
indirectly as it would cut out the amount of attention and 
time that the commission wo u l d  have to put forth in the 
confidential filing, and would cut costs somewhat.

Chairman Cotten asked Mr. Carson if the committee were able 
t o define, satisfactorily exploratory wells, and add the 
s trategic testing language, as requested by Mr. Chatterton, 
w o u l d  Chevron support the proposition making the other 
d e v elopment wells not eligible for the extended 
confidentiality. Mr. Carson advised members that Chevron 
w o u l d  have no problem with that. He stated however, that 
adding only "stratographic tests" would still not relate to 
the deepening, and was not completely sure that a well 
d r i l l e d  to find a new pool would either.

C hairman Cotten referenced the confidentiality of the type 
of information they were discussing, and advised members he 
had spoken with some associates of Mr. Carson, and had 
informed him that the federal rules had changed and asked 
for an explanation of that. He stated that as the 
committee discussed HB 41 the previous year, it was his
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recollection that the extended confidentiality would not 
apply as far as the federal government was concerned.

Mr. Carson advised members that about the same time HB 41 
was being considered by the Alaska Legislature, the OCS 
Regulations adopted the provision where they would extend 
c onfidentiality on wells drilled in OCS waters until such 
time there was a lease sale, and after the lease sale and 
the lands that affected that well, it could then be 
r eleased to the public. He noted that it had since been 
enacted, and was his understanding that it only involved 
OCS lands. He added that it was such a lease that would be 
offered within 50 miles of the well.

Chairman Cotten asked if it would be Mr. Carson's 
u nderst a n d i n g  that federal rules parallel state rules. Mr. 
Carson stated that under current state law he felt they 
clos e l y  paralleled each other.

Mr. Chatterton advised members he was fearful of one area 
in that the way section 2 was written, that there would be 
no confidentiality for development wells, that it would 
b eco m e  public information immediately. Chairman Cotten 
noted that currently there was a two year confidential 
period.

Chairman Cotten advised members it would be his intent to 
ask staff to communicate with industry representatives and 
the commission to p o s sibly arrive at a suitable definition 
that could prove satisfactory to everyone, and also further 
explore the question regarding the 24 m o n t h  confidentiality 
p er i o d  for development wells.

Chairman Cotten referenced the commissions underground 
injection control prog r a m  a n d  the definition of 
non-hazardous wastes that ware go i n g  to be regulated and 
asked that the commission provide members information as to 
how that definition h a d  been arrived at. Mr. Chatterton 
informed members he w o u l d  prov i d e  the requested data as 
well as they could.

Chairman Cotten informed members and the public he would 
HOLD HB 186 in committee for further consideration.

C h a i r m a n  Cotten asked that Mr. Chatterton remain on line 
for the discussion of H J R  40.

C h a irman Cotten cal39d a brief A T  EASE. (9:35 a.m.)

The m e e t i n g  reconvened at 9:45 a.m.

HJR 40 - Relating to petroleum research and development in 
the state.
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Chairman Cotten informed members that Representative 
Zawacki was the prime sponsor of HJR 40 and wo u l d  provide 
testimony on the proposed resolution.

REPRESENTATIVE ZAWACKI advised members the resolution 
pertained to petroleum research and development in the 
state of Alaska. He referenced a letter from Senator Ted 
Stevens, which had been included in members packets, 
advising members that the letter addressed recommendations 
by the Energy Research Advisory Board w h i c h  had been formed 
to advise the Department of Energy on research needs, to 
establish six energy producing provinces throughout the 
country and to establish a university based center of 
excellence that would have included Alaska. He stated that 
due to budget constraints from DOE and Congress that the 
proposal had been delayed. Representative Zawacki informed 
members that because of that, it had been necessary to 
amend the original language, and that was the reason for 
the committee substitute.

Representative Zawacki informed members that the resolution 
was supported by Dr. Sharma, the R e s earch Director of the 
University of Alaska, Fairbanks. He noted that the
resolution would send a message to the Governor, the
state's congressional leaders and the Secretary of the
Department of Energy, of the extreme importance of 
petroleum research and development in the state of Alaska.

Representative Zawacki advised members that Alaska was
acknowledged as the number one petroleum p r o ducing state in 
the country, and that it was necessary to emphasize the 
unique problems associated with petroleum production in the 
state of Alaska.

Representative Zawacki informed members that the resolution 
would bring further recognition to the state and the 
Research Development Center at the University of Alaska, 
Fairbanks. He asked that the committee support the 
proposed committee substitute of HJR 40.

DR. SHARMA, Research Director, Univ e r s i t y  of Alaska, 
Fairbanks, addressed committee members. He stated that 85% 
of the state's revenues were derived from oil production. 
Mr. Sharma stated that also, 40% or more of the future U.S. 
petroleum resources would be derived from the state of 
Alaska. He noted that it would be very pertinent that the 
state develop technology to produce the oil resources 
economically. Dr. Sharma informed members that the basic 
purpose of the petroleum laboratory in Fairbanks was to 
maximize oil recovery and to develop technology so that the 
state wo u l d  be able to economically compete and produce the 
resource. He noted that it would also set up an
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independant expertise center in order to assist the private 
sector to develop Alaska resources.

Or. Sharma informed members that the legislature had been 
kind and generous to allocate $1 million for the petroleum 
development laboratory. He advised members that they did 
have a very limited staff and because of that they were 
concentrating only on specific problems of Alaskan fields.

Chairman Cotten referenced Dr. S h a r m a ' s four ma j o r  reasons 
of the requested legislation, noting that it would seem 
that one would overlap with the authority and
responsibility of the Oil & Gas Conservation Commission. 
He stated that would involve the question of maximizing the 
development of the resource. Chairman Cotten asked that 
Dr. Sharma further comment towards that issue. Dr. Sharma 
stated that when they speak about maximizing recovery, the 
Petroleum Development Laboratory would be developing an 
enhanced oil recovery method, as well as developing 
technology. He informed members that they w o u l d  be working 
with the reservoir material in the laboratory t o  assure 
that the new technologies would recover as m u c h  oil as 
possible. Dr. Sharma stated that the Oil & Gas 
Conservation Commission was solely manda t e d  to regulate,
however in order to fill their obligation of regulating th8 
industry, it would be necessary for them to have background 
information as to which method would maxim i z e  the recovery 
of oil. Dr. Sharma advised members that the commission did 
not have the authority or expertise to undertake that type 
of research and development of technology. He advised 
members that that information was necessary in order to
maximize oil recovery.

Mr. Chatterton addressed H J R  40, however advised members 
they did not have the bill before them, but stated that the 
commission would have no problem w i t h  the proposed
resolution.

Chairman Cotten informed members some v e r y  important 
questions had been raised during the meet i n g  and it would 
be his intention to hold another hearing to consider both 
pieces of legislation to consider w h a t  research would be 
necessary and also the subject of maximum recovery.

The Meeting Adjourned at 10:00 a.m..

(Tape HCR 88-132, Side 1, #635.)
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ACTION NARRATIVE

Tape HRC 88-137, Side 1, #394

CHAIRMAN COTTEN called the meeting to order at 8:35 a.m. 
noting members present. He advised members they would not 
be considering HJR 40 and HB 186 as he was postponing 
action on those at this meeting should ar /one be in 
attendance wishing to testify.

HB 548 - "An Act relating to oil discharge contingency 
p l a n s . "

Chairman Cotten advised members the bill had been 
introduced by the House Resources. Committee as there was 
other similar proposed legislation being considered by the 
legislature and the committee wanted to make sure hearings 
would be scheduled on the legislation.

Chairman Cotten advised members the legislation dealt with 
requirements for oil discharge contingency plans. He asked 
that Commissioner Kelso come forward and address members of 
the committee.

DENNIS KELSO, Commissioner, Department of Environmental 
Conservation, advised members that Larry Dietrick, Director 
of the Division of Environmental Quality, was available and 
prepared to address questions regarding the department's 
oil pollution control program.

Commissioner Kelso informed members the department was in 
support of H B  548. He noted that the bill was extremely 
important and would accomplish two things. Commissioner 
Kelso advised members that the proposed legislation would 
clarify DEC's authority to require that oil handling 
facilities be able to carry out their oil spill contingency 
plans. Commissioner Kelso informed members that those 
plans were presently required under existing law.

Commissioner Kelso advised members the bill would also 
establish penalties for not having the ability to 
accomplish w h a t  ths plan states.

Commissioner Kelso referenced the recent Cook Inlet oil 
spill informing members that that spill had illustrated the 
importance of the measure and issue before them. He stated 
that the spill was relatively small when compared to world 
standards, advising members it involved between 56,700 and 
159,600 gallons, however was very critical as it occurred 
directly over a record salmon run area. Commissioner Kelso 
advised members that the result was a potential jeopardy to 
an important part of the commercial salmon pass, as well as 
a risk to the recreational fishery as the spill occurred 
immediately pr i o r  to July 4.
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be necessary for the operators to be able to show the state 
that they did have access to the appropriate cleanup 
equipment, h o w ever would not have to have the equipment on 
site, as they would be a member of a cooperative that 
mobilizes materials and people when a spill should occur.

REPRESENTATIVE LYMAN HOFFMAN asked if it would be
determined then that the facility w o u l d  not have to own the 
equipment, but have access to a second party for the 
cleanup process. Commissioner Kelso stated that was his
understanding, that often times there were contractual 
arrangements that dealt with the m o b ilization in the event 
of a spill.

Chairman Cotten noted that it was. his understanding that 
the proposed legislation was an administration bill which 
was introduced by the administration in the other body.

DOUG MERTZ, Assistant Attorney General, Department of Law, 
advised members that his reading of the proposed amendment 
would basically accomplish the same effort as the origins', 
language. He stated that it w o u l d  give the state the
ability to make the contingency p l a n  prove that the plan
could be carried out and that in fact the facility would 
have real wo r l d  access to the equipment, whether it be 
owned by the facility, or have an alternative arrangement.

REPRESENTATIVE HERRMANN asked for further clarification of 
the terms "access to." Mr. Mertz advised members that the 
key element was the contingency p l a n  itself. He noted that 
if the facility would receive approval of their contingency 
plan, they would have to show that they did have the 
ability to respond with the appropriate personnel and 
equipment within a certain, short time frame. Mr. Mertz 
noted that it Was the time frame they would have to prove 
ability to meet.

Representative Sund asked who was required to have an oil 
discharge contingency plan in place. Commissioner Kelso 
advised members that they would include t a n k  vessels, tank 
barges, offshore exploration p r o duction facilities and 
on-shore facilities. Ha advised members that on-shore 
facilities w o u l d  have to have 10,000 barrels or m o r e  in 
order to be covered.

Representative Sund stated that in southeast Alaska, much 
of the fuel was distributed out of Ketchikan by barge, 
noting that b o t h  Standard Oil and Union Oil carry 
approximately 450,000 gallons each. He asked if they would 
fall un d e r  the legislation. C o mmissioner Kelso stated that 
that w o u l d  be correct. Representative Sund asked if it was 
the oil c o m p a n y 13 responsibility to obtain the contingency 
plan, or the people they d i s charge the fuel to, to be 
responsible for the plan.
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LARRY DIETRICK, Director, Division of Environmental 
Quality, advised members that periodic training was 
intended for the response personnel of the organization 
that has the contingency plan. He noted that in addition, 
the department may require that simulated training 
exercises on a larger scale, with actual spill materials, 
be conducted on a periodic basis with the state providing 
oversight during those training exercises.

REPRESENTATIVE ADELHEID HERRMANN asked if the department 
felt comfortable w i t h  the language on page 1, line 17 "may 
require". Commissioner Kelso advised members the 
department presently had that authority, and felt it 
sufficient to make a case by case determination.

Representative Sund MOVED to Report Out of Committee CS HB 
548 (RES) with Individual Recommendations. There being NO 
OBJECTION, it was sc ordered.

CS HB 548 (RES^ was Reported Out of Committee with a zero
fiscal note and a DO PASS RECOMMENDATION.

ANNOUNCEMENTS:

Chairman Cotten advised members with regard to HB 186 and
H J R  40, that the committee was awaiting additional
information on the legislation, and wo u l d  be scheduled at a 
later date.

A D J O U R N M E N T :

The meeting adjourned at 9:55 a.m.

(Tape HRC 80-137, Side 1, #630)
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A C T I O N  NARRATI'HS

(Tape HRC 88-143, Side 2, #000)

C H A I R M A N  ADELHEID HERRMANN called the meeting to order at 
8:45 a.m. noting members present. She informed members 
t h e y  would be considering the confirmation of appointed 
po s itions to various state boards and commissions. 
C h a i r m a n  Herrmann advised members that Mr. Barnwell in 
A n c h o r a g e  and Don Collinsworth would be considered first as 
t h e y  had time constraints. She advised members they would 
a l s o  be considering the confirmation of Phil Smith, Bud 
Hodson, Arthur Clark, Peter Buist and Samantha Castle.

Ch a i r m a n  Herrmann asked that Mr. Barnwell in Anchorage, 
av a ilable via teleconference, provide comments to the 
committee. She advised members he wa'. being considered as 
a mem b e r  of the Alaska Oil and Gas Co. servation Commission.

W I L L I A M  BARNWELL, advised members he had no comments, 
h o w e v e r  would address questions of committee members.

REPRESENTATIVE SAM COTTEN advised members he would like to 
h e a r  Mr. Barnwell's philosophy regarding the operation of 
t h e  Oil and Gas Conservation Commission; his ideas as to 
h o w  active the commission ought to be; and whether he saw 
a n y  new initiatives being derived from the commission 
re g arding oil and gas conservation within the state's 
p r i m a r y  oil provinces.

Mr. Barnwell advised members that he did feel the 
c o m m i s s i o n  ought to hold many hearings to make sure that 
t h e  public be informed on oil and gas issues and help in 
p r o v i d i n g  information to the legislature, as well as the 
public, on the state of the oil industry. He advised 
m e m b e r s  that the commission was in a position of having 
substantial knowledge of the oil industry and it was 
important that the state and the legislature be aware of 
t h e  information available to effectively manage the s t a t e ' 3 
oil and gas interests.
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Mr. Barnwell informed members t h a t  one of the larger issues 
of the oil industry was the p r o t e c t i o n  of the waters below 
the oil fields. He advised m e m b e r s  that was the reason he 
h a d  requested to be considered first as the commission was 
m e e t i n g  with the Environmental Protection Agency (EPA) that 
m o r n i n g  to discuss the state's underground injection 
program. Mr. Barnwell advised members that it was an 
important issue to insure that the disposal activities were 
p r o p e r l v  managed, and the u n d e r g r o u n d  formations properly 
protected.

Mr. Barnwell advised members that another issue of concern 
to the commission was the opening up of new fields, as it 
w o u l d  be necessary to be well informed as to the geology of 
the fields, as well as the e n g ineering properties of those 
formations.

Mr. Barnwell advised members that the commission was a very 
objective, nonpartisan organization that makes decisions 
p u r e l y  to prevent the waste of the resource, and to manage 
it properly so that the state w o u l d  realize the greatest 
b e n e f i t  from the oil and gas reserve in Alaska.

Representative Cotten referenced the AS 030. which 
referjnces the responsibilities of the commission. He 
s t a t j d  that under AS 030. (d) , it states that the
c o m mission ray require the gaging, or other measuring of 
oil and gas to determine quality and quantity of oil and 
gas. Representative Cotten asked that Mr. Barnwell explain 
to members what activity the commission had undertaken 
recently, or would expect to u n d ertake in the near future 
regarding gaging the quantity of oil and gas primarily in 
t he north slope area.

Mr. Barnwell advised members that the commission meters the 
flow of oil from the oil fields whi c h  was done primarily to 
d e t ermine the amount of oil that was being produced from 
the oil and gas fields in the state. Mr. Barnwell stated 
t h a t  through the meters the commission very accurately 
m e a s u r e s  the amount of oil and gas that not only comes out 
of the ground, but also the amount of water and gas that is 
injec t e d  back into the fields. He advised members that 
t h a t  procedure was done from the total picture, not from 
the point of v i e w  of what the state royalty should be or 
w h a t  the sales ticket would be. Mr. Barnwell advised 
m e m b e r s  that the commission keeps records of all the oil 
a n d  gas that is produced, and from the various meters, the 
Department of Natural Resources intervenes and separates 
o u t  w h a t  each individual oil company has produced.

Representative Cotten asked that Mr. Barnwell provide 
c o m m e n t s  regarding reservoir analysis. Mr. Barnwell 
a d v i s e d  memhars that the commission had not done as much of 
t h a t  as had been done in the past. He advised members that
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w h a n  Prudhoa Bay first came on-line there were some very 
d e t a i l e d  and complex models of the Prudhoo field and the 
c o m mission had been using those models to predict and 
unde r s t a n d  what was happening there up until this time. 
Mr. Barnwell stated that due to budg e t  constraints over the 
p a s t  couple of years, the commission had not allowed 
modeling. He advised members however, that they did have a 
p e t r o l e u m  reservoirs engineer on the staff and kept and 
received records on the pressure and production data from 
all fields. Mr. Barnwell informed members that within tr* 
next year or so, it would be probable that they might have 
to do a considerable amount more of that type of analysis 
b e c a u s e  of the Prudhoe field beginning to decline in 
prod u c t i o n  and also because of other oil fields coming 
on-line. Mr. Barnwell made reference to the Endicott field 
in that the commission would have to monitor that more 
c l o s e l y  as it begins to come on-line.

Representative Cotten advised members that a bill was 
b e f o r e  the committee, H B  186, wh i c h  the committee had 
cons i d e r e d  at one meeting and would have another hearing on 
in the near future. Mr. Barnwell advised members that the 
c omm i s s i o n  welcomed questions from the legislature. He 
s t a t e d  that with regard to HB 186, that there were some 
p ro v i s i o n s  in the proposed legislation that EPA had 
requested, which were housekeeping provisions regarding 
p e n alties and it was the commission's hope that those 
p r o visions would remain in the legislation and follow 
t h r ough the legislative process.

C h a irman Herrmann thanked Mr. Barnwell for his comments. 
She advised members they would consider comments of Mr. Don 
Colli n s w o r t h  next, as he wes also under a time constraint.

MR. DON COLLINSWORTH, Commissioner, Department of Fish and 
Game, advised members that there was a North Pacific 
Fisheries Management Council Meeting underway in Anchorage, 
a n d  that was his reason for requesting to be heard early on 
in the committee hearing.

Mr. Collinsworth gave a brief background regarding his past 
i nvolvement with the state and personal history.

Mr. Collinsworth advised members that the duties of the
C o m m i s s i o n e r  of the Department of Fish and Game were
d e s c r i b e d  in Alaska Statute, Title 16. He stated that the 
d u t i e s  were to manage, protect, maintain, improve and
extend the fish and wildlife resources in the interest of 
e c o nomy and general well-being of the state.

Mr. Collinsworth advised members that the department wars
organized to carryout those functions of the commissioner. 
He stated that he was pleased to advise the members that 
the fish and wildlife resources of the state were
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c o n s i d e r e d  to be in v e r y  good to excellent condition. Mr. 
Colli n s w o r t h  stated that the bear, moose, caribou, deer, as 
w e l l  as the fisheries population were ail in good shape. 
He advised members that there were some specific species 
w i t h  localized exceptions however, but overall, the health 
of the state's wildlife resource and status of their 
h a b i t a t  was good.

Mr. Collinsworth informed members that the major challenge 
of the Department of Fish and Game, at the present time, 
w a s  to maintain the quality of thr management an-' research 
p r o g r a m s  in the face of declining fiscal resources. He 
s t a t e d  that there were increasing demands to manage new 
fisheries, as well as an increasing demand for more 
p r e c i s i o n  and allocation of wildlife resources.

Mr. Collinsworth stated that the Department of Fish and 
G a m e  was also challenged to work with other land and water 
ma n a g e m e n t  agencies, including state agencies as well as 
the large federal bureaucracy, in planning for land and 
w a t e r  use across the state. Mr. Collinsworth advised 
m e m b e r s  that there was presently a great deal of planning 
h a p p e n i n g  on the federal side with the Forest Service, 
B u r e a u  of Land Management, Fish and Wildlife Service and 
t h e  Park Service. Mr. Collinsworth advised members that 
the Fish and Wildlife Service had just completed it's 16 
c o mprehensive refuge plans and were now in preparation of 
c o m p l e t i n g  52 step down plans. He advised members that 
t h o s e  52 step down plans dealt with fish, wildlife, public 
use and access. He informed members that the department 
h a d  attempted to have a management p; sence to participate 
i n  all of those planning forms to assure that the state's 
interest in fish and wildl i f e  and public use were attended 
to and that the department would have an opportunity to 
r e p r e s e n t  the state's interests in those planning
processes.

R E PRESENTATIVE JOHN S U N D  advised members he was
a ppreciative of the job Hr. Collinsworth had been doing. 
H e  stated that he did h a v e  numerous questions and concerns 
r e g a r d i n g  the adequacy of funding the state's natural 
r e s o u r c e  issues, however felt that Mr. Collinsworth was in 
a g r e e m e n t  with that statement.

R e presentative Sund advi s e d  members that with regard to the 
s t a t e m e n t  made by Mr. Collinsworth regarding the 
d e v e l o p m e n t  of new fisheries in the state and the
a d d itional management time that would be involved, that he 
w a s  v e r y  concerned with the budget being able to accomplish 
that. Representative Sund asked how the deparcaent would 
p r i o r i t i z e  the new fisheries and game a.eas.
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Mr. Collinsworth advised members those were always 
di f f i c u l t  decisions on how to take the limited fiscal 
resource available and provide a type of management 
prese n c e  across the state. He stated that he had a basic 
b e l i e f  that it was necessary to have a management presonce 
w h e r e v e r  fish and wildlife were being harvested, and to 
p r o vide for the utilization of those resources in a manner 
t h a t  would be consistent with the constitutional obligation 
for sustained yield. Mr. Collinsworth informed members 
that if the department would have increasing demands for 
u t i l i z a t i o n  of new fishery resources, the department tries 
t o  attend to the needs to allow for expansion and economic 
d e v e l o p m e n t  of under utilized or under developed resources. 
H e  informed members that in order to accomplish that, it 
w o u l d  be necessary for the department to redistribute the 
de p a r t m e n t ' s  human and fiscal resources. Mr. Collinsworth 
n o t e d  that it was very difficult to maintain the level of 
qu a l i t y  that he would like to see in order to address the 
n e w  needs as they arrive. He stated that he felt the fish 
a n d  game program was deficient in fiscal and human 
resources to attend to all of the needs he could identify. 
Mr. Collinsworth stated that he felt that there were 
several areas where the public demand for more precision in 
man a g e m e n t  and obligation to protect and maintain the 
resources in sustaining new levels, *ras being put in 
jeopardy simply because the fiscal resources were not 
available.

Mr. Collinsworth advised members that the three state 
resource agencies, Fish & Game, Natural Resources and 
Commerce and Economic Development who essentially manage 
the state's wealth, receive less than 7% of the general 
fund operating budget. He noted that the seafood industry 
and sector in the state's economy was doing fairly well in 
the face of declining activity in many other sectors of the 
state's economy. Mr. Collinsworth stated that there were 
additional opportunities that could be exploited by the 
st a t e  if the fiscal resources were directed into the area 
o f  seafood. He stated that there had been a lot of 
dis c u s s i o n  regardi* Alaska acquiring additional bottom 
fish economic activity, advising members that there would 
n o t  be a verbal solution to the problem. Mr. Collinsworth 
informed members that thr manner in which the state could 
acquire that activity* would be to create the right kind of 
economic environment for the corporate enterprises and 
individuals attempting to invest in Alaska's seafood 
industry to be able to do that. He stated that would mean 
t h a t  the state would have to invest somo resources into the 
infrarcructure development that would be required to 
facilitate the industry. He stated that it was his feeling 
t h e y  would have to be real smart as to how the various 
tax i n g  policios would bo applied, not only at the state 
level, but boroughs and municipalities as well. Mr. 
Co l l i n s w o r t h  advised members that unless the state was
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will i n g  to make the investment of tha development of th« 
infrastructure and provida the management, aa wall aa 

' p r o viding tha ability to aasess tha raaourcaa and define
h o w  they could ba harvested, that tha atata woul-* not 
achlova anything more than tha rata of vhat the state was 
u t i lizing thoaa raaourcaa currently.

VERBATIM:

Representative John Sund: CommisrLoner, what do you see in
the need of i>ur, of a domestic observer program in tha 
fisheries.

Commissioner Collinsworth: Well, that is becoming a very
significant issue loth in the federal forms of the North 
Pacific Council, as well as with regard to state resources. 
The most critical need for observer programs do relate to 
the ground fish fisheries that are primarily prosecuted in 
the area from three to two hundred milea in tha EE7. This 
y e a r  we have experienced a very significant and increased 
by-catch is of crab in the Bering Sea, for example, as the 
ground fish fisheries are being prosecuted. We have also, 
the halibut by-catch is higher this year than it was last 
year. The by-catch of crab and halibut and even king 
salmon around Kodiak is of concern. And while wa have some 
statistical information about what these by-catches are, 
because of the reporting requirements on joint venture 

( vessels in the Bering Sea, we have very little information
about by-catches on fully domestic type fisheries around 
Kodiak, as well as in the Bering Sea And as the foreign 
fleets, which had 1 0 0 % observer coverage that has been 
eliminated now, in terms of any directed foreign 
allocation, both in the Bering Sea and the Gulf, we've lost 
that source of information about by-catch and other 
information about the status of the populations that are 
being harvested. And we have a very limited program in 
joint ventures, we do have coverage on the receiving 
vessels, foreign vessels that are receiving the product, 
but our observer coveraga onboard the catching vessel, is 
extremely limited and it's one of the fundamental kinds of 
information you need in order to be able to manage the 
fisheries is, is exactly what is being caught and what the 
by-catch rates are.

Representative Sund: Do y o u  feel we should mandate onboard
o b s e r v e r s  on domestic \essels?

Commissioner Collinsworth: The federal government had been
ve r y  reluctant to mandate onboard observers. I was 
successful in requiring, or with a motion that any joint 
venture vessol that fished in the EEZ, also would be 
required to take an observer into the Donut Fishery on 
foreign vessels. That was a motion that we were successful 

l in m-ving through the council. Tho federal government has
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b e e n  reluctant because of the cost wf mandatory observer 
coverage, but I believe that it's going to be essential.

END VERBATIM:

R e presentative Cotten advised members he had two concerns; 
that of enforcement and allocation. He stated that he was 
aware of thi fact that enforcement responsibilities were no 
longer within the Department of Fish and Game, however 
noted that there waB presently proposod legislation that 
w o u l d  increase penalties for fishing violations with a lot 
of discussion regarding the state's enforcement efforts. 
Representative Cotten asked Commissioner Collinsworth how 
well he thought Fish and Game worked with the Department of 
Public Safety and how well the enforcement was being 
conducted, and if not being done sufficiently, what would 
be the commissioner's recommendation.

Commissioner Collinsworth advised members that he wished he 
had the collateral to do something about it, however that 
was a decision that did not rest within his power. He 
advi s e d  members that he did feel enforcement was a very 
important aspect of the overall conservation management 
program. Commissioner Collinsworth stated that without 
adequate enforcement there would be less than a complete 
m a n agement program, in his opinion. He stated that fish 
and wildlife protection was within the Department of Public 
Safety, and it was his feeling that they were 
extraordinarily handicapped in terms of the resources 
a vailable for enforcement responsibility. Commissioner 
C ollinsworth stated that, with his understanding, there 
were approximately 80 fish and wildlife officers that carry 
a badge and were in power to enforce fish and game laws. 
He noted those 80 officers were responsible to enforce all 
of the marine activities as well as all of the terrestrial 
activities. Mr. Collinsworth stated that since violators 
of fish and game laws do not occur only between the hours 
of 8:00 a.m. to 5:00 p.m., three shifts of enforcement 
officers were necessary, and after reducing the number of 
officers because of administrative overhead? officers on 
leave; officers sick? officers in court carrying out a 
prosecution, etc.; that after that reduction and the 
necessity to divide the remainder among three shifts, there 
w as only a hand full left to cover a state the size of 
Alaska. Commissioner Collinsworth informed members that 
the department did not have an adequate amount of officers, 
as well as not having the necessary equipment to conduct 
business. He advised members that the department was 
d e f i c i e n t  in terms of the number of vessels as well.

C o mmissioner Collinsworth advised members that he and 
C o mmissioner English had just recently mat with the 
Governor; along with J a c k  Jordon, Director of Public 
Safety; and Ken Parker, Director, Division of Commercial
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Fisheries for the purpose of discussing the enforcement 
needs for the spring herring fisheries at tha Bering Sea, 
as far as the number of vessels that could be made 
availablo and number or officers that could be made 
available. He noted that w i t h  the length of shoreline and 
the size and sequencing of those fisheries, that it would 
be extremely difficult to provide what he would consider to 
be an adequate level of enforcement. Mr. Collinsworth 
advised members that there were problems e. oerienced in 
Cook Inlet in the present year resulting in one closure 
until Public Safety was able to get their aircraft back in 
the air, as it had 110 hours on it and was necessary to 
have 100 hour maintenance check. He advised members that 
people had been fishing over the line with no enforcement 
so t h e  department closed the fishery.

Commissioner Collinsworth advised members there had also 
been problems in the South Peninsula where the department 
was reluctant to open the fishery because there was no 
enforcement present. He stated that he felt that the Fish 
and Wildlife Protection Program was underfunded, however 
did a good job to the extent that they have the people and 
resources available. Commissioner Collinsworth advised 
members that the two departments did work together quite 
closely.

Chairman Herrmann noted that Commissioner Collinsworth had 
referenced two instances where the department was managing 
the resource because of the lack of enforcement protection, 
and asked how often those instances would, or did occur. 
Commissioner Collinsworth advised members that in an 
average season there could be a few occurrences where 
either the department felt they could not control a fishery 
to a line, as was being dealt with in Cook Inlet, or 
isolate a fishery to certain days as was done on the South 
Peninsula the past year.

Chairman Herrmann advised members that many people had been 
requesting that a resource economist be included on the 
Board of Fish and it was her feeling that would be 
necessary. She referenced the South Peninsula and the 
inability to manage the fishery because of the lack of 
protection. Chairman Herrmann stated that the fall fishery' 
was necessary for the people and it was her feeling that 
there wero a lot of fall fisheries that people could 
utilize for economic purposes, however was not able to be 
done as there was no ch e c k  on the amount of resource 
available, as well as no market. Chairman Herrmann asked 
what the Department of Commerce and Economic Development 
were doing rogarding that situation as it was her feeling 
the department's could bo working together to improve the 
fisheries in the state.
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C h a i r m a n  Herrmann advised members that she felt there ought 
to be a fisheries person within the Office of the Governor, 
and ask e d  that Commissioner Collinsworth comment on that 
concept. She referenced the statement made by Commissioner 
C o l l i n s w o r t h  regarding developing management of the bottom 
fishery and asked if that would be a state responsibility, 
and h o w  the department would work together with the federal 
g o v e r n m e n t  on that issue.

C o m m i s s i o n e r  Collinsworth stated that with regard to having 
an economic analysis and information available to the the 
Board of Fisheries, that it was hi3 belief that was a
d e f i c i e n t  area. He stated that the Board did receive a 
good deal of biological information from the Department of
Fish and Game, and spent quite a substantial amount of
m o n e y  collecting that information. Commissioner
C o l l i n s w o r t h  stated that on the other hand, the board 
r e c e i v e s  relatively little information regarding the
e c o n o m i c  implications of the regulatory decisions as to
w h a t  the distribution or economic affects would be of
m a k i n g  those decisions. Commissioner Collinsworth advised 
m emb e r s  that most of that information was acquired from the 
p u b l i c  who were affected by the decisions, and through 
p u b l i c  testimony people assert the kind of economic impact 
that alternative regulations would have on their particular 
interest. Commissioner Collinsworth stated that a single 
ec o n o m i s t  serving the Boards of Fish and Game would not get 
the j o b  done. He stated that it was simply too much to 
ask, ot h e r  than very specific areas that the board may be
addressing, for a single economist to address all of the
p r o posals facing the board, and arrive at any type of
e c o n o m i c  analysis. Commissioner Collinsworth advised
m e m b e r s  that they woulc* probably need three people with an 
e c o n o m i c  background, as a single individual would not be 
able to accomplish any comprehensive w o r k  as additional 
resources would be necessary to provide the board good 
information regarding the distribution or economic affects 
of t h e i r  various regulatory decisions.

C o m m i s s i o n e r  Collinsworth stated that with regard to the
b o t t o m  fishery, the state spends v e r y  little money in the
area of managing that fishery. He noted that there were 
c e r t a i n  areas within the territorial sea where there were 
b o t t o m  fish species that were being managed, such as shelf 
r o c k  fish in southeastern, and some inside sable fish 
fisheries. Commissioner Collinsworth stated that the 
preponderance of the management obligation, and the 
a u t h o r i t y  to manage ground fish, was within the North 
P a c i f i c  Fisheries Management Council. He advised members 
that most of the money spent by the department was on the 
traditional fisheries within the territorial seas where the 
d e p a r t m e n t  has the sole management responsibility, and were 
not shared with the federal government as was done within 
the EEZ.
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Commissioner Collinsworth referenced Chairman Herrmann's 
q u e stion regarding a fisheries position within the Office 
of the Governor and stated that there was a special 
assistant assigned to natural resource issues, who was Mr. 
R o d  Swope and advised memb e r s  that he did handle a good 
deal of fisheries issues. He noted that he did speak by 
p h o n e  daily with Mr. Swope w i t h  over half of the calls 
relating to fisheries. It was Commissioner Collinsworth's 
o p i nion that Mr. Swope provided a good conduit from the 
Governor's office to the Department of Fish and Game in 
de a l i n g  with fisheries issues. He advised members that 
th e r e  could be a person in the Governor's Office assigned 
specifically to fisheries, however t h e y  had chosen to use 
the fisheries cabinet form as the principal means of 
attempting to coordinate the activities of the state, which 
included the Entry Commission, Department of Commerce and 
Ec o nomic Development, Fish and Wildlife Protection, the 
Department of Natural Resources, Department of
Environmental Conservation, as well as the Department of 
Co m munity and Regional Affairs. Commissioner Collinsworth 
a d v i s e d  members that when dealing with issues that involve 
o t h e r  areas such as taxes, that they would also work with 
the Department of Revenue. He advised members that was the 
form being utilized to coordinate the activities of the 
state as it relates to the seafood industry.

Ch a irman Herrmann advised members that she had been 
attempting to follow the fish and wildlife plans, refuge 
plans, and park plans that were occurring within her 
d i s trict and advised members that it was almost impossible 
to monitor all of them. She referenced the Citizens 
A d v i s o r y  Committee on Federal Lands, advising members that 
t h e y  were also unable to follow the mass of plans being
considered. Chairman Herrmann stated that she was
concerned that the planning was being conducted around the 
p e o p l e  in District 26, with them not being directly
involved. She asked Commissioner Collinsworth to comment 
on the involvement of the Department of Fish and Game and 
if the Regional Advisory Councils, and Advisory Committee's 
w e r e  involved in the process.

Commissioner Collinsworth advised members that there was in 
fact an enormous amount of planning activity. He stated 
t h a t  the federal government had a lot of human resources 
a n d  did a lot of planning. Commissioner Collinsworth 
sta t e d  that there were 16 comprehensive plans done for the 
refuges, and the step down plans would be more discrete and 
wo u l d  be prepared for each of the refuges. He stated that 
the r e  would be a step down plan for fisheries and wildlife; 
and step down plans for public use and access. 
Commissioner Collinsworth advised members that the 
department had a very limited number of resources primarily 
in the habitat division, to interact with the Fish and
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W i l d l i f e  Service. He noted that t h e  department also 
p a r t i c i p a t e s  active!” in state p l a nning functions regarding 
w a t e r  and land use * lanning functions of the Department of 
N a t u r a l  Resources. Commissioner Collinsworth advised 
m e m b e r s  t h a ; the department attempts to participate in the 
initial phases of the planning where the general policies 
and objectives are laid out to the extent of having 
in f luence in an attempt to assure that the interests of the 
state were being represented. C o m m i s s i o n e r  Collinsworth 
a d v i s e d  members that it was more than the department was 
able to keep up with adequately, h o w e v e r  tried to have some 
level of participation in all of the p l a n n i n g  processes.

Rep r e s e n t a t i v e  Cliff Davidson ref e r e n c e d  additional fiscal 
and h u m a n  resources as mentioned b y  t h e  Commissioner and 
asked to what priority use would the dep a r t m e n t  apply those 
addi t i o n a l  resources. Commissioner Collinsworth stated 
that the department had a full v a r i e t y  of obligations such 
as a hatchery program, with a state investment of $80 
m i l l i o n  plus for capital construction for a hatchery 
p r o g r a m  and the department had felt obligated to operate 
the hatcheries at an efficient level w h i c h  had been very 
difficult, and were currently trying to operate those 
h a t c h e r i e s  by means of a joint v e n ture with the regional 
assc .iations. He noted that there w e r e  needs in the areas 
of g a m e  and wildlife management, as well as increased needs 
for r e s e a r c h  and management in the area of sport fisheries. 
Co m m i s s i o n e r  Collinsworth advised m e m b e r s  that there was a 
c o n t i n u i n g  demand in the area of commercial fisheries. He 
s t a t e d  that because of the p l a n n i n g  runctions and 
d e v e l o p m e n t  activities across the state, there was a need 
in t h e  area of habitat. Commissioner Collinsworth stated 
that he did not feel that there was an area within the 
over a l l  agency that he would consider the program to be 
sufficient. He stated that if they w o u l d  have additional 
r e s o u r c e s  at the margin, he could identify priority needs 
in e a c h  one of those areas. Commissioner Collinsworth 
advi s e d  members that they had tried to maintain balance 
across all obligations within the department. He stated
that the Department of Fish and Game compiles a project
budget, advising members that each y e a r  they complete a 
p r o c e s s  whereby each division would c o n s i d e r  80% of their 
b u d g e t  as the base figure, and from th e r e  they collectively 
ra n k  one project • against the o t h e r  up to 100%.
Co m m i s s i o n e r  Collinsworth advised members that the
d e p a r t m e n t  tries to maintain a b a l a n c e  across all 
o b l i g a t i o n s  and incrementally, it was his belief the 
d e p a r t m e n t  would need additional funds in each one of the 
p r o g r a m s .

(Tape Change, HRC 83-144, Side 1, #000)

Repr e s e n t a t i v e  Davidson referenced the constraints of the 
M a g n u s o n  Act and how the state must interact with federal

H O U S E  R E S O U R C E S  - 1 3 -  0 4 / 1 2 / 8 8



guidelines and regulations. He asked Commissioner 
C ollinsworth what measures or initiatives the state could 
pur s u e  to encourage and ensure additional or expanded 
A las k a n  participation in the bott o m  fisheries.

Commissioner Collinsworth stated that he did not feel there 
w a s  a regulatory solution to the issue. He informed 
members that under the Magnuson Act, it was v e r y  difficult 
to provide special preferences to individual groups. 
C ommissioner Collinsworth stated t h a t  there had been 
interest on the part of various c o nstituents to develop 
regulations that would establish special development zones 
and other types of regulations that w o u l d  bias* the harvest 
to certain groups. He noted that those in general had been 
found to be inconsistent with the national standards of the 
Magnuson Act, making it very d i f f i c u l t  to develop 
regulatory programs that would compel more of the harvest 
and economy activity to stay in Alaska. Commissioner 
Collinsworth informed members that the way and means to 
attract industry would be to p r o v i d e  the necessary 
infrastructure in ports, harbors, docks, power, water 
sanitation and cold storage facilities. He stated that the 
right type of environment would have to be crea t e d  for the 
seafood industry for investors to w a n t  to locate their 
corporate headquarters in the state. Commissioner 
Collinsworth added that they would h a v e  to consider the 
state's taxing policies, as well as the state's investment 
t a x  credits and other programs to create the right type of 
economic climate and attitude, and also to provide the 
infrastructure necessary to facilitate investment in the 
state.

Commissioner Collinsworth referenced Dutch H a r b o r  advising 
m e m bers they were in need of a sanitation system and 
facilities. He advised members there was a comp a n y  wishing 
t o  expand their operations in Dutch Harbor currently. 
Commissioner Collinsworth informed members t h a t  those 
facilities were necessary in order for the interested party 
to build their bunk houses to accommodate approximately 150 
people, and were unable to make that investment until the 
sewer facility was in place.

Commissioner Collinsworth stated that there was a need to 
w o r k  collectively w i t h  municipalities and the private 
s ect o r  to begin to address infrastructure needs in the 
state. He stated that investment decisions in Alaska's 
g r o u n d  fish fisheries were being made presently. 
Commissioner Collinsworth stated thi.t those investment 
decisions would be to either build on-shore processing 
p la n t s  or to invest in factory trawlers in offshore 
operations. He noted that to the extent that the state 
co u l d  encourage on-sh -are activity, that it w o u l d  enhance 
the s t a t e 's employment and revenues that would accrue to 
t h e  state.
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Representative Davidson referenced the Magnuson Act with 
r e g a r d  to forbidding any type of preference, however noted 
t h a t  there seemed to be a considerable amount of discussion 
at the council level on limited access and participation in 
fisheries. He stated that if they were not able to follow 
preference that it would seem to be limiting participation 
to those practices currently operating. Representative 
Davidson informed members that the response from Senator 
S t e vens was that it was primarily a finance problem of 
g e t t i n g  Alaskans involved in the fisheries.

Commissioner Collinsworth stated that he was not sure what 
the senator was referring to, whether it was private 
financing being available for the construction of new 
vessels or on-shore facilities, factory trawlers, or if he 
m i g h t  have been referring to something else. Commissioner 
C ollinsworth stated that corporations making decisions as 
t o  whether or not to invest in the ground fish fishery, 
w e r e  considering the fact of how attractive it would be to 
invest in the industry in Alaska, versus maintaining their 
facilities in Pacific Northwest.

Commissioner Collinsworth reiterated the fact that it was 
critical that the state address the infrastructure needs of 
t h e  state to create an attractive economic environment to 
a l l o w  those Boards of Directors to make the decisions to 
invest in Alaska.

C h a i r m a n  Herrmann informed members that she did not see 
fishing infrastructure as a priority item within the 
Department of Transportation and Public Facilities, and 
a s k e d  if DOT would be involved in the Fishery Committee 
C a b i n e t  and what process would be involved.

C o mmissioner Collinsworth advised members that the 
D epartment of Transportation did occasionally meet with the 
Fisheries cabinet to discuss such issues as infrastructure 
deveJopment. He stated that when the jobs bill was 
initially being prepared that the Fisheries Cabinet did 
m a k e  some recommendations as to projects they felt were 
t i m e l y  and ready to proceed with. Commissioner 
Collinsworth noted that those projects were subject to 
re c e i v i n g  federal funds. He advised members that Fish and 
G a m e  would continue to w o r k  with DOT as the project 
p r o p o s a l s  come forward.

C h a i r m a n  Herrmann thanked Commissioner Collinsworth for his 
comme n t s  and advised members they would now receive 
c o m m e n t s  from Phil Smith who was being considered as the 
Commissioner to the Alaska Commercial Fisheries Entry 
Commission.
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P H I L  SMITH, member, Commercial Piaheries Entry Commission, 
a d v i s e d  members he had been a memb e r  of the commission 
si n c e  1903. He stated that one of the reasons he had been 
e x c i t e d  about the potential for serving on the commission 
w a s  that as a collegial body, no one commissioner on the 
Li m ited Entry Commission could make a decision as it takes 
at least two members t.: make a decision. Mr. Smith advised 
m e m b e r s  that would require people serving on the commission 
be able to work well together. He informed members that he 
h a d  been very pleased since appointed to the commission 
w i t h  the Chairman Bruce Twomley, as well as Commissioner 
R i c h a r d  Listowski. Mr. Smith advised members that they had 
all seemed to have balanced out each other's strengths and 
weaknesses.

Mr. Smith advised members that the commission had been
qu i t e  successful in the past several years, informing 
m e m b e r s  that of the well over 200 cases of individual
ap p lications for entry permits the commission had 
adjudicated, that only one decision had been reversed at 
the superior court level.

Mr. Smith advised members that the commission had been
responsive to the people in Southeast Alaska who had
r e q u e s t e d  that the commission consider limited entry in the 
c r a b  fisheries as well as the sable fish fisheries. He 
n o t e d  that over the past six months, the commission had 
und e r t a k e n  one of the ma-'or efforts in the history of the 
commission, which was the ’imitation of the westward area 
h e r r i n g  fisheries.

C h a i r m a n  Herrmann asked that Mr. Smith explain the process 
in wh i c h  the commission determines the maximum or optimum 
n u m b e r s  of permits in certain fisheries. Mr. Smith advised 
me m b e r s  that under the terms of the Limited Entry Act, 
w h i c h  was enacted by the legislature in 1973, there were 19 
s a l m o n  fisheries limited by the legislature by the fact of 
the A c t  passing. He stated that it had been directed in 
the Act that the maxi m u m  number of permits to be issued in 
e a c h  of the 19 salmon fisheries would be the highest number 
of g e a r  licenses that had been issued and fished in any of 
the four years prior to limiting entry. Mr. Sm i t h  advised 
m e m b e r s  that "fishery" was considered a species, a gear 
type, and an area. He noted that the 19 fisheries included 
e v e r y  salmon fishery from Southeast to Bristol Bay. Mr. 
S m i t h  advised members that in subsequent limitation 
decisions, the commission h a d  a somewhat broader discretion 
t h a n  to merely choose the highest number of operating units 
t h a t  appeared over the four year period. Mr. Smith stated 
t h a t  it was fairly clear from the original legislation that 
the legislature did not w a n t  to see a drastic reduction in 
the number of individuals who would end up with permits, 
w h i c h  was reinforced in 1983, when the Supreme Court and 
it's decision upheld the decision of the prior commission
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t o  set a maximum number of 2150 in the salmon hand troll 
fishery in southeast. Mr. Smith stated that the commission 
had an obligation through the maximum number process, to 
adopting a maximum number to protect what the court called 
the Reliance Interests of those who had been involved in 
the fishery prior to limitation. He informed members that 
wi t h  that as a guide, the current commission and the 
fisheries they had limited had generally looked to the 
level of participation in the year prior to limitation. 
Mr. Smith stated that the commission had allowed themselves 
to be instructed by the public hearing process.

Mr, Smith advised members that the optimum number was 
another term found in the Act which was a number that had 
never been called out b y  the commission in any fishery. He 
stated that theoretically when a fishery had been limited 
for a time with all permits out, the commission is 
instructed by tha terms of the Act to assess the long-term 
v i a bility and stability of the fishery both biologically 
and economically, and to arrive at a number which would be 
considered the optimum amount of years, as opposed to 
m a x J.ii"\m number which was almost a mechanical operation 
Mr. Smith stated that if in a fishery it was discovered ten 
years after it had been limited that it was over geared 
that the commission, u n d e r  the terms of the Act, was 
instructed to make those analysis and to call out an 
o p t imum number.

Chairman Herrmann asked if the commission had set any 
o p t imum numbered fisheries. Mr. Smith advised members that 
they had not as optimum numbers required buy-back. He 
Ftated that they generally contemplate that the optimum 
number would be less than the maximum number. Mr. Smith 
advised members there w e r e  two reasons the commission had 
not gone to that process. He noted that one was that the 
A c t  states after all the permits are issued. Mr. Smith 
stated that virtually in all the salmon fisheries there 
w e r e  still cases in court and still unanswered questions as 
t o  how many total permits were actually out there. He 
stated that the commission felt it to be imprudent to set 
a n  optimum number while decisions were yet being made as to 
w h a t  the actual number of permits would be.

Mr. Smith advised members that the second reason was 
b e c a u s e  it would contemplate buy-back. He advired members 
t h a t  with the recommendation of the Attorney General, that 
it purports the current buy-back statute in the Act as 
unconstitutional and suggests that it violates the Alaska 
Constitution on two grounds. Mr. Smith informed members 
t h a t  the A. G.'s opinion had suggested that it would 
v i o l a t e  the Alaska Constitution on these two grounds; 1. 
D irects the commission to establish a separate fund for 
buy-back, which was in violation of Article 9 which 
prohibits the establishment of special funds. 2. Because
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t h e  statute empowers the commission to basically tax the 
g r o s s  earnings of fishermen in order to establish the fund 
to be used for buy-back. Mr. Smith stated that the A. G.'s 
o p i n i o n  had questioned whether or not that might not be an 
unconstitutional delegation of legislative authority to the 
commission. He stated that with the legal problems and 
practical problems, as well as not actually knowing the 
to t a l  number of permits, the commission had not moved 
forward on an optimum number in any fishery.

Representative Cotten referenced leasing of permits and 
a s k e d  Mr. Smith if it did actually occur, if not, why 
should it not happen, and how the commission was addressing 
t h a t  issue. Mr. Smith advised members that the commission 
w a s  aware of the fact that leaping of permits did occur. 
He stated that the first reason that it should not happen 
w a s  because it was specifically prohibited by section 150 
of the Limited Entry Act. Mr. Smith advised members that 
it was his belief that the policy decisions behind that 
w e r e  multiple, of which one was that there was great 
c o n cern from the inception of limited entry that there not 
be established a sort of landlord class of permit holders 
w h o  would be able to exercise economic coercion of any 
activities of fishermen. Mr. Smith advised members that an 
additional reason was that there was some concern that if 
l e a s i n g  were permitted, the market for permits would 
d e c l i n e  as the fisherman who wished to leave the fishing 
industry would not transfer them as they would retain them 
a n d  lease the permit and collect rent. Mr. Smith advised 
m e m b e r s  that that would mean that the access to the fishery 
w o u l d  be more restricted for people who wished to purchase 
permits. He noted that as there would be fewer permits 
available, the price of the permit would undoubtedly 
escalate.

Mr. Smith advised members that the other concern would be 
one of effort. He stated that currently there were no 
requirements that someone who holds a permit must, in fact 
fish. Mr. Smith stated that in most limited fisheries, 80% 
t o  90% of tho permit holders actually go out and involve 
t h e mselves in the fishery. Mr. Smith advised members that 
if leasing were permitted, then virtually everyone holding 
a permit would strike a deal with someone who wanted to 
f i s h  and would realize an increase in fishing effort. Hr. 
S m i t h  advised members that leasing of a permit may also 
r e s u l t  in fishing more vigorously, as the person would have 
t h e  additional expense of making the payment on the lease 
o f  t h e  permit.

Representative Cotten asked if anyone had been prosecuted 
for the leasing of their perm-t. Mr. Smith stated that he 
d i d  recall specifically a casr of an attorney who wa3
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leasing permits and ended up paying a $10,000 fine as well 
as selling h::.s permit and having his practice barned for a 
period of five years.

Representative Cotten asked how those people who wore 
leasing their permits were detected. Mr. Smith advised 
members that the anti-leasing provisions to an extent, was 
self enforcing, because if a person holds a permit and 
wants to lease it, should they transfer the permit on the 
terms that the person use it for a certain period of time 
and then return it that if the lessee opted not to return 
the permit, the original permit holder would not have a 
legal leg to stand on. Mr. Smith stated that prior to 
allowing a transfer to take place, the commission reviews, 
and requires the disclosure of all of the terms and 
conditions of the transfer. If information should come to 
the commission's attention of the leasing of a permit, Mr. 
Smith informed members that the commission investigates the 
situation and suspends the transferability of the permit, 
pending the potential of revocation, etc.

Chairman Herrmann noted that with regard to the leasing of 
permits and rural Alaska, that a lot of fishermen that did 
not have retirement programs could utilize the leasing of 
their permit for retirement purposes. She noted that they 
could sell the permit receiving a onetime lump sum amount, 
h o w ever with the ability to lease their permits they would 
have a steady income from the required lease payments. 
Chairman Herrmann referenced continuing disability, stating 
that if someone should have cancer, that one year they 
could transfer the permit, however the following year they 
would be required to express a new disability. Chairman 
Herrmann informed members that it was absurd for someone to 
have to claim a new disability every year under the 
c o m m i s s i o n’s regulations.

Mr. Smith stated that the leasing legislation that had been 
before the legislature the pas,. couple of years introduced 
b y  Representative Herrmann, had created some concern with 
the commission because of the fact that the Limited Entry 
Act was residency neutral, and if they snould allow people 
w h o  are 65 years of age or older to leaie permits, that 
they may well end up with a lot of grandmothers from the 
Lower 48 on behalf of finance people or attorneys who were 
in fact creating all the problems the commission was trying 
to prevent. Mr. Smith advised members that the commission 
was yet committed to work with Representative Herrmann on 
that issue. He stated that another area he had not 
mentioned as to why leasing was such an evil, was that the 
commission was currently in court with the Internal Revenue 
Sorvice with the issue being whether or not permits were 
considered as property for purpose of IRS enforcement 
actions. Mr. Smith advised members that people thought the 
Limited Entry Commission was somewhat arbitrary in it's
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d e c i s i o n  making, as the IRS had set a standard that few 
c o u l d  aspire to. Mr. Smith advised members that the IRS 
h ad seized permit cards from fishermen immediately prior to 
fisheries openings. He stated that the commission did not 
feel that with the rather arbitrary and thoughtless 
procedures employed by the IRS, that someone's livelihood 
should be at stake in that manner. Mr. Smith advised 
members they were in federal court and he d i d  not know what 
the final decision would be, however that was another 
c onc e r n  the commission had with a bill t h a t  would make a 
p er m i t  look more like property, as that was the IRS's 
a r g ument and they have the right to seize personal 
property. Mr. Smith stated that they had argued 
consistently, as the law provides, that an entry permit was 
a use privilege, and a privilege that is extended under the 
laws of the state and subject to the laws of the state and 
the fact that entry permits can be revoked without 
compensation.

Mr. Smith stated that with regard to Representative 
H errmann's concern of the commission's regulations 
regarding emergency transfers, that the Act read under 
Secti n 180 (a), that a fisherman who, because of illness, 
death, u ’sability, required military or government service, 
o r some o her unexpected and unforeseen occurrence, may 
receive an emergency transfer of his or h e r  permit. Mr. 
Smith stated that in response to that, the commission had 
created a regulation, Section 740 (i), w h i c h  only creates a 
presumption, that if an individual was c o m i n g  back to the 
commission for the second year in a r o w  claiming an 
emergency that was keeping him from fishing, that the 
commission ought to research the situation. He stated that 
the regulation begins with the term, "except for 
extraordinary circumstances." Mr. Smith stated that on 
it's face it did appear that it could be unfair, however he 
advised members that he had ruled on doz e n s  of emergency 
transfer requests and realized the situation the person may 
be in and would allow the transfer to take place. Mr. 
S m i t h  advised members that the commission did not feel the 
law allowed the flexibility to interpret the word 
"emergency" as something that would occur o v e r  a period of 
five or ten years. Mr. Smith stated that no matter where 
t h e y  would draw the line that it would appear to be 
arbitrary as someone would be right there w i t h  an exception 
to the rule.

Representative Drue Pearce asked if banks took assignments 
on permits. Mr. Smith stated that they did not, that the 
only ontities that could use permits as collateral were the 
commercial fisheries and agriculture banks. Representative 
Pearce stated that it would not be dealt w i t h  as a liquor 
license was. Mr. Smith advised members that was corroct.
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AMHQUMCEMgNTB

Chairaan Herrmann advised members that the remainino 
appointees would be heard the following day. She advised 
members they would also be considering the Dude creek 
legislation the following day.

ADJOURNMENT?

The meeting adjourned at 10:05 a.m, 

(Tape HRC 88-144, Side X, 1601.)
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MEMORANDUM State of Alaska
ALASKA OIL & GAS CONSERVATION COMMISSION

T0 uob Evans
Office of the Governor

UATE January 3, 1990

FILE NO 1.CVC.45
TELECOPY NO: 27c-75A2

TELEPHONE NO 279-1433

m m MECE.VED s u b j e c t  L e g i s l a t i v e  l e t t e r  o f

JAM Ob 1990

intent for CSHB 55 - -  
Transfer of Class II
UIC program to DEC

FriOM rton

O K r ' C E  O F  T h E  
C C M M I 5 S I 0 N E »

I s s u e : Represen ta tives  Menard and Davidson, in a J t t e r  o f
in te n t  for CSHB 55, are  ask ing  the ad m in is tra t io n  to examine the
p o s s i b i l i t i e s  of moving a l l  or a p ort ion  of the Underground 
In je c t io n  Control (U IC ) from AOGCC to the Department o f En v iro n ­
mental Conservation (DEC) by Execu tive  Order or examine the 
p o s s ib i l i t y  o f  accom plishing th is  function  through an in te rag en cy  
agreement.

Backgr ound: The fe d e ra l  governm ent's UIC reg u la t io n s  are  p ro ­
mulgated under the Safe  D rink ing  Water Act (SDWA) of 1974 as 
amended. The re g u la t io n s  d e f in e  f iv e  ca te g o r ie s  o f  in je c t io n  
w e l ls :  C lass I ,  C lass I I ,  C lass  I I I ,  C lass  IV and C lass  V. C lass 
I I  w e l ls  deal w ith  the underground emplacement o f f lu id s  r e la te d
to the recovery and production  o f  o i l  and n a tu ra l  gas.

In 1986, AOGCC was de lega ted  primacy fo r  the UIC program fo r  
C lass I I  w e lls  in  A laska by the U. S. Environm ental P ro te c t io n  
Agency (EPA) pursuant to S e c t io n  1425 of the SDWA. AS 
31 .05 .030 (h ) se ts  fo r th  the s ta tu to ry  a u th o r ity  fo r  AOGCC to 
accept th is  enforcement r e s p o n s ib i l i t y .  As a p r e re q u is i t e  fo r  
the award, AOGCC promulgated comprehensive re g u la t io n s  govern ing 
underground in je c t io n  r e l a t i n g  to o i l  and gas a c t i v i t i e s .  The 
reg u la t io n s  provide an opportun ity  fo r  p u b lic  h ea r in g , e s t a b l i s h  
c r i t e r i a  fo r in je c t io n  w e l l  c o n s tru c t io n , provide fo r  t e s t in g  the 
m echanical in t e g r i t y  of each w e l l ,  and se t  fo r th  op era tin g  and 
m onitoring requirements fo r  in je c t io n  w e l ls .

AOGCC does not re g u la te  the kinds o f  f lu id  that  may be in je c te d  
by a C lass  I I  w e l l  beyond the l im i t a t io n  th a t  waste f lu id s  
in je c te d  fo r  d isposal must not be hazardous as defined  by fe d e ra l  
re g u la t io n s  promulgated under the Resource Conservation and 
Recovery Act (RCRA). RCRA re g u la t io n s  exempt wastes th at  are 
i n t r i n s i c a l l y  a sso c ia ted  w ith  the e x p lo ra t io n ,  development or 
production o f crude o i l  from hazardous waste d e f in i t io n .  No 
l im ita t io n s  are placed on f lu id s  in je c te d  fo r  enhanced re c o v e ry , 
which e f f e c t iv e ly  is  a c y c l in g  p ro cess . This approach is  In 
keeping w ith  the SDWA, which avoids addressing  the kinds o f
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f lu id s  th a t  may or may not be in je c t e d  underground in  Class I I  
w e l l s .  The purpose o f the a c t  i s  to p ro h ib i t  contamination of 
underground sources of d r in k in g  w ater  by any f lu id  in jec ted  in to  
a C lass  I I  w e l l .  (See 42 USC 300h)

AOGCC has been found by EPA on two sep ara te  annual audits  to be 
doing a c re d ib le  job of p reven tin g  contam ination  of drinking 
w ater  sources by f lu id s  in je c t e d  underground through Class I I  
i n j e c t io n  w e l ls .  Contamination i s  prevented  by insuring that the 
m echanical in t e g r i t y  of in je c t io n s  w e l ls  is  achieved and main­
ta in e d  and the s e a l in g  i n t e g r i t y  o f  co n fin in g  zones is  not 
broached.

D is c u s s io n ; R epresen tatives  Menard and Davidson 's  request to 
t r a n s f e r  the UIC program to DEC i s  somewhat perp lexing . AOGCC 
ad m in is te rs  the UIC program fo r  C lass  I I  in je c t io n  w e lls  only; 
a l l  o th er  underground in je c t io n  by C lass  I ,  C lass I I I ,  C lass IV  
and C lass  V w e lls  in A laska i s  adm in is te red  by EPA. For sev era l  
y e a rs ,  EPA has wooed DEC to no a v a i l  to seek primary enforcement 
r e s p o n s ib i l i t y  fo r  the o th er  four in je c t io n  w e l l  c la sses .  I t  
would appear counterproductive tc  r e q u ire  DEC to s t a f f  up and 
ad m in is te r  ju s t  the Class I I  UIC program w ithout a lso  seeking 
prim ary enforcement r e s p o n s ib i l i t y  fo r  the o ther in je c t io n  w e ll  
c l a s s e s .  F u r th e r ,  the C lass  I I  UIC program alone does not appear 
to  provide the v e h ic le  fo r  a l l e v i a t i n g  R ep resen ta tive  Davidson 
and Menard 's concerns.

The primary concern of R ep resen ta t iv e s  Menard and Davidson 
appears to be one o f in s u f f i c i e n t  in sp e c t io n  of the types of 
f lu id  being  in je c te d  underground. The UIC C lass  I I  program, 
however, is  not the v e h ic le  fo r  r e g u la t in g  the type (k ind) of 
f lu id s  being in je c te d  underground. R ather than re g u la t in g  f lu id  
typ es , the th rust  o f the UIC C lass  I I  program i s  to address the 
source o f the f lu id  in je c te d  fo r  d isp o s a l  ( i e . ,  non-hazardous 
f lu id s  o n ly ) .  EPA addresses th is  po in t  in  i t s  August 22, 1989 
F in a l  Report of Mid-Course E v a lu a t io n  o f  the C lass I I  UIC pro­
gram which s ta te s  " o i l  and gas w astes a re  not defined on the 
b a s is  o f th e ir  c o n s t i tu e n ts ,  but r a th e r  are  defined on the basis  
o f  t h e i r  so u rc e ."

Sampling a f lu id  to determine i t s  c o n s t i tu e n ts  would be o f l i t t l e  
a v a i l  in  determining the source o f  the f l u id .  And f lu id  source 
r a th e r  than f lu id  co n s titu en ts  appears to  be the measure for 
determ in ing  whether or not a f l u id  i s  exempt from a d e f in i t io n  of 
hazardous waste for purposes o f  d isp o sa l  in  a C lass I I  w e l l .  EPA 
b e s t  summarizes th is  point in  i t s  M id -Course Eva lu a tio n , s t a t in g ;  
" a n a l y t i c a l  methods w i l l  help  d e tec t  hazardous co n s titu en ts , but 
th a t  does not mean n e c e s sa r i ly  th a t  the wastes are  hazardous 
under RCRA and cannot be disposed in  a C lass  I I  w e l l . "

Recommendation; Under the C lass  I I  UIC program, and considering 
the Rc Ra  exemption for o i l  f i e ld  w as tes , i t  is  questionable
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whether AOGCC has a u th o r ity  to monitor and re g u la te  the various 
co n s t i tu e n ts  o f f lu id s  in je c te d  underground. However, i i  AS 
4 6 .0 3 .1 00 (d ) and AS 46 .03 .299 (b ) were rep ea led , i t  appears that 
DEC would have s ta tu to ry  a u th o r ity ,  w ith out the C lass  I I  UIC 
program, to r e g u la te  the types of f lu id s  th a t  may be in je c te d  
underground fo r  d is p o s a l .  AS 46 .03 .100 (d ) exempts C lass  I I  w ell 
i n je c t io n  p ro je c ts  from the requirements o f  a DEC waste d isposal 
perm it; AS 4 6 .0 3 .2 9 9 (b ) exempts o i l  f i e l d  w astes from the s t a t e 's  
hazardous waste r e g u la t io n s .

Regard less  of whether the public  good is  b e t t e r  served by regu­
l a t i o n  of the types of f lu id s  in je c te d  underground, i t  seems 
ap p ro p ria te  fo r  the UIC C lass I I  program to remain in t a c t  with 
the Commission. In f a c t ,  t ra n s fe r  of the program may not be a 
prudent s tep . This issue  was ra ise d  by EPA during i t s  midyear 
1989 rev iew  which s t a t e s :

"The t r a n s f e r  o f  the UIC Program to ADEC i s  a l e g i s l a ­
t iv e  d e c is io n .  I f  the l e g i s l a t u r e  decides to make such 
a t r a n s f e r ,  EPA would work c lo s e ly  w ith  the s t a t e  to 
ensure a smooth t r a n s i t io n .  I t  i s  worth no ting  th at  
such a t r a n s f e r  would req u ire  s ta tu to ry  and reg u la to ry  
r e v is io n  commensurate w ith  the more s t r in g e n t  §1422 of 
the Sa fe  D rink ing  Water Act and UIC R eg u la t io n s  40 CFR 
§§144-146. D e leg a t io n  under the more f l e x i b l e  §1425 
req u ire s  an e x i s t in g  Class I I  program to demonstrate 
how the e x i s t in g  program is  e f f e c t iv e  in  p ro te c t in g  
underground sources of drink ing  w ate r . S ince  the 
l e g i s l a t u r e  would, in e f f e c t ,  be c re a t in g  a new program 
fo r  ADEC to ad m in is te r ,  the §1425 option  would not be 
a v a i la b le  to i t .  A lso ,  the C lass I I  w e l ls  can not be 
s p l i t  between two s t a t e  agenc ies ; ADEC could coord inate  
w ith  the AOGCC under a s ta te  memorandum o f  agreem ent."

In summary, should the L e g is la tu re  f in d  th a t  the p u b lic  good is  
b e t t e r  served by r e g u la t in g  the co n s t itu e n ts  o f  f lu id s  
in je c te d  underground in  A laska , the rep ea l  and/or amendment 
o f s e le c te d  se c t io n s  o f  AS 46.03 appears to o f f e r  a more 
d i r e c t  route  than the t r a n s fe r  o f  the UIC C lass  I I  w e l l  
program to DEC.

cc . D ick Monkman, Deputy Commissioner, DCED 
Linda W ild , L e g i s l a t i v e  L ia is o n ,  DCED


